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A Proposed Accounting Model for Measuring the Impact of
Asset Quality on Profitability: An Applied Study

Abstract

Objective: This research aims to study, analyze, test and suggest an
accounting model to measure the impact of asset quality on the profitability of
commercial banks working in Egypt.

Design/Methodology: The researcher uses quarterly data for 25 commercial
banks working in Egypt during nine years from 2011to 2019, and these data
are analyzed and statistical tests are performed using the Multiple Linear
Regression.

Results: The researcher found a significant impact of asset quality on
profitability indicators (Return on Average Assets, Return on Average Equity
and Net Interest Margin) of commercial banks working in Egypt.
Recommendations: The researcher recommends that it is necessary for the
International Accounting Standards Board (IASB) to provide an accounting
guidance for asset quality measurement; and the need for commercial banks
working in Egypt to apply (IFRS 9) with regard to estimating loan provisions
and calculating them on the basis of expected credit losses.

Keywords: Asset Quality, profitability, Non-performing Loans, Loan

Provisions.
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(Do et al.,2020,p.374) sl sy 4 S5 A
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ol Chde Ao ddiia) yue g yall A Wl (o ol g CDA) aay
P il e ol o (S
Return on Average Jsa¥llusie e xilall of Salike et al. (2017) s
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S siall B3I 2ax3 Cags il Lells 3 Jaad 30 A aalinal) Aallal) Al o Gialal) (5
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dyal) Cfyiiia Y—F

s Al clyurie Jaai

:Jadiy Asset Quality J gl 5aga :4ldiall Cfpiiall —

(NPLTTL) gl Jea) ) dadiial) ye ing il @

(LPTNPL) daliidl) je gyl M agjill Glaaice

(LTPSTLTTC) eDaall dasiaall (iag il Man) ) paldll g Uaill Zasiall (s 5ill @

:Jady g profitability 4ol :alil) el -
(ROAA) Jsal) laussia o ilalle
(ROAE) 2Ll (3o Janisia e ilalle
(NIM) 2l s ilae

bl pan cullaf ¥-¥

aan b Alelall Alacll sl Fgiad) Uiy Adlall sl (e JS e Gaaldl sl
Asail) Judladly el Ablany) il Jpalai®¥) cDladly ¢ Ll LB s
gall) b eha AU Gl gas 8 Sreadd) @Sal il

e lac¥) as (SPSS, Version,24) iilasy) ajall maliy aladiul Gald) & st
c2aiall addl laasY) 23 ga

Asil) Ay by et ) ) (h LAl Alaal) Juladl) il ¢
gl Ao alaieYh Joladll clilad) dadla (g3 (e BRIl Clad) Y —¢ -
daiall Jadd) jlassy)
Ui il @by o e 280 daxiall dadll jlaaiVl zisa e slaey) bl
ehaly ialdl ols 1agd 130 Lals ) A e zdpalll sla SUAS ¢ alall pysill amig
Autocorrelation ; One-Sample Kolmogorov-Smirnov Test  Ladl Lea (p,ladl
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Gianl) (a9 @ HLOdf Y—¢—Y
S SR adll Lad) Y\ —Y—¢-v
Jare Ao Jgualll Bagal Aygina L3 93 A0 aage ¥ "l Ao J¥) ojdll asdl paly
S paa b Adalad) A jladl) dgid) b sal) Jagia o aslal)
LY Multiple Linear Regression aaaiall Jaall jlass¥) =3 ged Gaalill aodinl S

) Jghaall b LS aatlis sl Sl (Say mdll 138

Model Summary () Jsa

At Std. Error Change Stafistics
Model | R | Rbquare | 5 ofthe | R Square Sig F
R Square Einate | Clange FChange | dfl | df2

(hange
I O 02 19331 Wi 242 13 | 000

a. Predictors: (Constant), LTPSTLTTC, LPTNPL, NPLTTL
(SPSS, Version,24) <ls jia : jradll

ANOVA® (¥) Jga

Model sumof | g | Mean F Sig.
Squares Square
Regression 3.186 3 1.062 28.422 .000°
1 Residual 1.196 32 .037
Total 4.382 35

a. Dependent Variable: ROAA
b. Predictors: (Constant), LTPSTLTTC, LPTNPL, NPLTTL
(SPSS, Version,24) cils yda : juadll

Coefficientsa (¢) Jgaa

Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
(Constant) -4.018- 2.800 -4.435- .000
1 NPLTTL .047 .055 .330 3.851 .000
LPTNPL .080 .032 .374 3.519 .000
LTPSTLTTC -.038- .013 -.993- -3.926- .000

a. Dependent Variable: ROAA
(SPSS, Version,24) <cils i : juadll
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b L dmlall Jglall (e

Jana Ao Jya¥) 535a i el el z3saill dgine ) (Y) o) Joaal) il peis —
Agginall (Ssima iy Cim ¢ uma (8 Alalal) Al gull 3 Jpa) baigia e ailal)
5ol el yudys o, A0Y R adhla¥) Jalee ol LS cr,0 0 a jaaal 6l 04+ Sig
Ssid) A Jpaa¥) Jansgia o ailall Jare g5 il il e Al clynd) il
Of s 1aas +, VYV R Square ad sl Jalee il LaS ¢ a3 Adalal) d0)lail)
Al a8 35l il e %YYLV s Jsad) 5asa s Wil ) piiall
e 8 ALl Ayl W) Jea¥) basgie e il Jaee sag

s Gsiase O ) aasiall dadll JlaaV) z3sall ANOVA cplall (ilas il s =
Baginal daiis ¢ laad¥) zisai e (Ao Ju laar, 0@ e sl (gl 000 1L Sig
325l Aogine A3 3 A s’ say dondl Gapdl) Jeds oarall Gaapdll () o gl
S 8 ALl Al gl b Jea¥) g e Sl Jaes e sV

Dlaai) Zagan cdlalas poes Aogiea ) Coefficients cBlalaall Jgaa mila jeis -
Saxiel) el

S agag say daadl Gmjdll sy anall 51 ool (il (b o Al ) s —
Ll eid) 8 Jya¥) agie e il Jaae e Jsaa) sagad Agiee AN 5
fok LS Y1 13 sanial jlasi¥) 2 3sai At lua (Ka WS pas b Alal)
ROAA=-4.018+0.047NPLTTL+0.080LPTNPL-0.038LTPSTLTTC+ ¢

A SR Rl LA Y-Y - -
Jara Ao J o) Bagal Aygine A g3 A aag ¥ 'l Ao AEN Ledl Gasdl) pal
S a8 Adalad) A jlanll Bl 8 ASlal) (§gha Jagia o allal)

otadY Multiple Linear Regression aasiall Jadll jlasi¥) #3gei Gaalll padtn)
A Jghaall 8 LS anil ol Slasl ey il 13
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Model Summary(¢) Jgaa

: Change Stafistics
Adjusted | Std. Error of .
Model | R | RSquare RSquare | the Estimate R Square F Change | dil | di2 V. F
Change Change
I Bk | 63 619 36004 63 990 | 3 | 3] 000

a. Predictors: (Constant), LTPSTLTTC, LPTNPL, NPLTTL
(SPSS, Version,24) <la jaa : juadll

ANOVA® (%) Jsia

Mean

Model Sum of Squares | df Square F Sig.
Regression 778.277 3 259.426 | 19.990 | .000°
1 Residual 415.279 32 12.977
Total 1193.556 35

a. Dependent Variable: ROAE
b. Predictors: (Constant), LTPSTLTTC, LPTNPL, NPLTTL
(SPSS, Version,24) <l jia : jiadll

Coefficients® (V) Jsaa

Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Beta
Error
(Constant) -91.344- 52.172 -2.751- .000
1 NPLTTL 1.109 1.026 A73 3.081 .000
LPTNPL 1.545 .588 440 3.625 .000
LTPSTLTTC -.663- 243 -1.044- -3.725- .000

a. Dependent Variable: ROAE

Yo

(SPSS, Version,24) <ls jia : jradll

fok Lo Al Jglanl) (g ey
Jaxe (Ao Jpall sasa i Gl & yaal) 2 3sail) dugina ) (©) o) Jsaall il juts -
S gl i ¢ uan (ALl Alaall @) 8 A Sld) Bpda augie (o 2l
Dedns o AA T R ALY Jalee by iS00 gl (gl v, 000 Sig Ay siedll
IS Ggia dangie o bl Jare say i) pariall e Al il ik 55l ells
lias +,10Y R Square 4 apasil) Jales gl LS ¢ pime 8 3lalal) Aol Sgill
el 8 Balal) clpaal) e %70,Y et Jpal) Basa oy Akl cilpaiall of sy
e b ALl Aylatl) gl 8 ASL Gsin Jangie Lo 2l Jane say 2l
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Agsieall (s5iase (f () aaaiall adll HlaaiN) 735 ANOVA (plall (s il s —
Agsieal Ay ylaad¥) z3sai Aysine o Jo Laar, 00 (e poal 6l 4,000 1l Sig
335l Augine AV 53 LA s’ sy el Gl Jpdy anall Giapdll () o 3 gail
S aa b Al Alaall gl 8 ASL) Gba Jansgie e il Jare e Jgea!

Dlaai) Zagan adlalas poes Aogiea ) Coefficients cBlalaall Jgaa @il juis -
Saxial) Laal)

S asag s dundl Gapdl) Jaly cenad) B el Gl (b o Al il (pa -
Llaall @il 8 ASL) Ggba Jasgia Lo dlall Jare o Jsa¥) 52500 Fygiaa AN 5
tsb LS ) 13 daeidl Jlaad) z3sai At lua (Ko LS pas 8 ALl
ROAE=-91.344+1.109NPLTTL+1.545LPTNPL-0.663LTPSTLTTC+ ¢

Gl =AY Al jLaa) Y-y —g -y
e Ao Jsua¥) Bagad Lgina Aa 53 30 dag ¥ 'l o GIAN Lol Gl paly
S a8 Adalad) A jladll i) B dlad) (s

oY Multiple Linear Regression aaaiall adll jlass¥) =3 gad Gaalill aodin) S
(D Jglaall 8 LS anilis aal el Sary (dll 1aa

Model Summary (A) Jga

. Change Statistics
R Adjusted | Std. Emor of .
Vodd | R Square | RSquare | the Estimate %igﬁ;ﬂ FChange | dfl | df2 Cslllinie
] Bl6= | 666 633 42091 666 21310 3|3 000

a. Predictors: (Constant), LTPSTLTTC, LPTNPL, NPLTTL
(SPSS, Version,24) cils yaa : juadll

ANOVA® (4) Jsia

Model Sum of df Mean =

Squares Square Sig.
Regression 11.326 3 3.775 21.310 .000°
1 Residual 5.669 32 A77
Total 16.996 35

a. Dependent Variable: NIM
b. Predictors: (Constant), LTPSTLTTC, LPTNPL, NPLTTL
(SPSS, Version,24) s jie : juadll
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Coefficients® (1.) Jga

Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Beta
Error
(Constant) -24.925- 6.096 -4,089- .000
1 NPLTTL -.023- 120 -.082- -3.190- .000
LPTNPL 299 .069 714 4,351 .000
LTPSTLTTC -.009- .028 -.115- -3.307- .000

a. Dependent Variable: NIM

(SPSS, Version,24) s yaa : jiadl)

fok L 2L Jglaad) (e ey

e o Jpal) 325 3 Quldl myall z3saill dgina M (A) o) Jsanll il il —
@l vor s Sig Agieall (s5ie ql Gum ¢ gaae 3 Akelall Aplaall gl 6 ikl el
Chial) 550 558 Gl jadys o, AVT R ad Bl Jalee ol GllAS 6,00 e il
LS ¢ e & Alelall Ajlal) olgidl) 6 silall Ghala ila sas all) uid) e At
Baga s i) iy i) of pacas 1385+, 11T R Square 4t apaatl) (ales a1l
bl iala la sas i) ) 8 A8 clsdl) e %1, T s Jseal)
pran 8 Alalall Zojlacl) o i)

sl ggie o () aaxiall dadl) jlasi) 2350l ANOVA gilall Julas il s —
iy laniy) Zigai Aggiee o Jay Laar, 00 e sroal (o v, 00 4l Sig das
s Al Gyl Jody erall Gaydll (ad) pi saaiall (addl jlaad¥) # 35 A ginal
Ayul) (& 2l (el e o dlad) Qo o Joa) sasal sina AN 53 A sag
S ean b Alelall d)lal

Dl Zagan cdlalas poes Aggiea ) Coefficients cBlilaall Jgaa mila jeis -
cdasidl adl)

S asng sas dasd) Gl Jsdy anall BN ol Gapdll (o Al il (pa -
S s ALl Al Wl 8 sl el Jila e JpaY) sagad dygiae AN
tok LS V) 1] aaxiall laadV) zdsal Aelua (Ko WS

NIM=-24.925-0.023NPLTTL+0.299LPTNPL-0.009LTPSTLTTC+ ¢
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alad) ¢ Ul daxall (a8l Ay cdaiiiall yu2 Gag)dll () Gl Cliaiais sy
sy ¢ e (A Adalal) Aplatll ol Aomn) (Ao (Dlandl Ansiadl (ag)dll Jaa] ()
sl adll

Ciluuagilly Ailiiy Giad) dada —¢

Il 33sn S Gl silae 3gas 2 bl sloals dalass Ay ) o) 138 o
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ehals bl s3a Jilat aa ¥V (I Y)Y e st e DA yeae (6 Joss Bl
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