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Analysis of the Co-integration Relationship between Concentration and Profitability:

An Applied Study on the Jordanian Banking Sector for the Period (2000-2020)

Hassan Alamro %2, Sulaiman Maaytah 2 and Ali Aljaafreh?

ABSTRACT

This study investigates the relationship of co-integration between concentration and profitability in the Jordanian
banking market for the period (2000-2020). The Herfindahl-Hirschman Index (HHI) and the market-share index for
the four largest banks (CR4) were used for the following variables (assets, deposits and credit) to represent
concentration in the banking sector. In addition, profitability was represented in two indicators: the rate of return on
owners' equity (ROE) and the rate of return on assets (ROA). The study concluded that there is a co-integration
relationship between concentration indicators and profitability indicators. There is a negative significant effect of
concentration in assets on profitability in the long term and there is a positive significant effect of concentration in
deposits and credit on profitability.
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50 8 oy (Alia)) ) paidl de ganae Jiad x Ll ot dadl
Lol chueidl juadll JaY) 8 sl cldes e
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bl e Jpanl) 5 a8 180 15 duhall cled Gua

L)) il

A(3) Jsaall s SSA G Aalsall A ladl Auhall oda Jlas
¢(2020-2000) 85l 531 Cojladll G 6 Lonllg
(3) Joad
Afall il yacia

chagl) Al
AL Bgan ) ailal) A ROEit
s ) il docs ROAiIt
i il A8 gull Laall & Si Cus ((HHI=ESH?) daledll 389 4lus 3 HHIASSit
i elill Adgull Laall & Si Cus ((HHI=ESi?) daladll (385 ilua 3 HHICREDit
i il ddgull Lasll o8 Si Cus ((HHI=EST2) Aalaal) (385 ddlus o HHIDEPit
Aoty dan)l HSY Jpa¥) uxial Adsud) anll (e Ble 8 CR4ASSit
Aoty dan)l S8V Lyl yuial Adgud) Laall ce Bl sa CRACREDit
iy da)l SV gl et Ldsad) deasl) e Ble s CRADEPit
daall Mlea] ) dobadal) clig jad) duss (e Ble 2 CIRit
CPI ¢lgindl jlady bl 28 INFit

Y2000 ol e 85l AL Glae Laayss pdse e Bysdially 363)Y) Cijlad) ge slall Lgiadl L) 2@l @ jaadll o

il Jadlaadl @S LA

(IPS, ADF, PP : (jsSull cjlia) 36 e alaeY)
Gilprie pans Of (4) dsaall b diud) il cupeli) S
& ¢(ROEit, ROAIt, CIRit) (ssicall die i) 28 4wl
(HHIASSIt, J¥1 @l xie gAY clpandl cjiial fua
HHICREDIt, HHIDEPit, CRA4ASSit, CR4CREDIt,
-CRADEPit, INFit)

2020 ale

bl Jalatl) il
Bmgie DA G latal) JolSl laa) sha) Cillsy
Goa Ayl Jedlell sSal) Hlad) ¢)ya) Panel ARDL
538 daa agyd (e of (Pesaran & Smith, 1999) Jala
S 1(0) (gsieal) e Al Ayl by ()5S of dungial)
&Y O dla G 1Y) W L(1) dY) Gl xie AL
ey Alae S il ld «(2) S @Al ve yia

I
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(4) Joad
Basgll jia Hlid) il
IPS ADF PP
_adal) il .T dad Ly .T dad Ayl ”T dasd T aiay!
A gaunal) Aqgrunal) Ay gaunal)
~OE ijm\ -3.47834 | ***(,0003 64.9747 | ***0,0002 | 108.255 | ***0.0000
I Gl - : : : : :
ROAIt ngw.ml\ -3.5427 ***(.0002 65.2752 ***0.0002 70.7698 ***0.0000
Jds¥) G - - - - - -
HHIASSt szw.ml\ -0.15584 0.4381 21.6238 0.8674 60.5020 ***.0008
Jo¥l G4l | -9.82622 ***(0.0000 146.103 ***0.0000 78.8720 ***0.0000
HHICREDit ngw.ml\ 2.13631 0.9837 9.10378 0.9999 63.8869 ***0.0003
J¥) @yl | -17.4493 | ***0.0000 261.886 | ***0.0000 | 109.216 | ***0.0000
HIDER LfJ:\WA\ 3.52691 0.9998 5.20358 1.0000 1.04464 1.0000
J¥) @yl | -7.87524 0.0000 116.383 | ***0.0000 | 288.930 | ***0.0000
CRUASSI ijzwd\ 5.42558 1.0000 2.22026 1.0000 1.44057 1.0000
J¥) @yl | -13.2718 | ***0.0000 198.951 | ***0.0000 | 167.093 | ***0.0000
CRUCREDIL Gsiall | 6.64815 1.0000 1.20072 1.0000 0.41700 1.0000
JsY) Gl | 111193 | ***00000 | 167.119 | ***0.0000 | 156.143 | ***0.0000
CRADEPIt ngluml\ 11.0451 1.0000 0.08696 1.0000 0.00088 1.0000
J¥) @yl | -3.1187 | ***0.0009 50.9218 | ***0.0099 | 102.469 | ***0.0000
CIRit L‘SM\ -4.09446 | ***0.0000 66.6201 | ***0.0001 | 53.9661 | ***0.0046
Jdg¥) @yl - - - - - -
NEi ssiall | 3.30825 0.9995 5.69826 1.0000 3.76049 1.0000

dj}i\ Al | -5.52107 ***(.0000 82.1706 ***(0.0000 104.126 ***(.0000
Notes: IPS indicates Im, Pesaran and Shin test and the null hypothesis assumes individual unit root process, ADF indicates Fisher
Chi-square, PP indicates Fisher Chi-square (*** p<0.01, ** p<0.05, *p<0.1).

Ghs S ol Zasally Jg¥) il sall i Panel ARDL JLid) gilis
ol Al sga lll DA (e gy Cun (PPGM ] s Al chsid Ol ahlaal a2 e alae)
dc Jj Jol AV (s5ina die A yall ol paia Gy S jadia OWAY Panel ARDL  disgie aladiu) LiSa i )

8 Al A e il JaY1 b cilihaidU Jasesd 2 (5) Jsaad) s -Auhall ciiia (s S ial Jalsal)
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Cany wilagll o2 e & ST g Ju el e allay
Lunp ae plll Glgny L ladls Gslam Clalyl (3asS
LSl ¢l aaad dudlls Wl L(SPC) elal-lglu— S
S (ROE) 4Ll Ggan e dilall Jare e il
o (Sas L(ROA) Jsa¥! e 2ilall Jara e il (1
S aseadl) Cils G in (A ASL Ggin of ) el (e
S Jea) il pe gl o o A gl alias
o WY G sl S 0K o gandall (g cclagagal
WY a sl Bl Ak LI ST ROE Lele il
ROA Jsa! e siladl e

35ag il Cjeds) 2 cidailiall clyriall dacily Ll
Bl juanal %1 ANAN (s5ice e Cange (Syie il
5elil) dumjd ae G 1305 Aayll ciydige o Dbl
LS . (Pltzman, 1977) «(1973) Demsetz lg sl Al
Jae o pdaill Cinge (gine 5l 35a5 il Ciniasl
481 =l (gsine 8l ¢(ROE) L) Gt (e el
(ROA) Jsa¥) o 2ilall Jars o — Caazea

gasall b (daw) dia) 553 U< 0.79 cialy Johall JaY)
(0.59) S z3gall b moaaaill de ju S Loty «JoY)
(Hin) Asia) 5y S
AV (siune ie (ine il agmg il gl Gl
Ja¥) b Dayl) e e (HHI) oeliia Gy Sl %1
ean A S ol il ) il colal Gus (Jashall
Jazas ¢(ROE) ASL) gin o wilall Jara e JpuaY)
Teia of G elld (ghm of (Karg .(ROA) Jsa¥) e xilall
Al Youaly Jaall 50 e 24l Yyual Jiay Jgea¥) 10
Glbalaay) A dal e le Blaa) el e g
O s L adlasl e dialiall cligandl dulis do,LaY]
Al A3 g Ul ) sdise Jeead) aan 8 SSH BaL
D8l asm ol Sl e leally Al Gass e ey 130
O] aaa 3 S %1 ANVA (g5iae die Caga (Syiaa
& Al oda @8lsms Al Chdse o milagl) s
sxae o Glay) dus cdiladl Glahall e el il
o oran aaly Sl o adlaglly Capeaall ol daal
oo (AdlSS o3 Jagad Haan a9 «jlianll digall alias

(5) Jsaadl
A0 gl al) Cpdigag (HHI) sdida aladials SGH) Clhdde o dalalsil) A8l
Panel ARDL 4sagie (35

Jushall Ja¥) B ABdlal) jaks
(ROE) 1 zigaill (ROA) 2 zigaill
i yacial) Jalaal) dlaiay) Jalaal) dallaiay)
HHIASSit -1.772292 0.000 -0.088424 0.0035
HHICREDit 0.295836 0.000 0.147648 0.000
HHIDEPit -0.267502 0.000 -0.082409 0.000
CIRit 0.095377 0.000 0.009065 0.000
INFit —0.004059 0.000 -0.001499 0.000
saall) Ja%) 8 A8l i
(ROE)1 gagalll (ROA)2 zagadl)
i yacial) Jalaal) dlaiay) Jalaal) dallaiay)
COINTEQ -0.789566 0.000 -0.591773 0.000
D(ROEit(-1)) 0.054191 0.6055 -0.056172 0.5397
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D(HHIASSit) -1.455239 0.0208 -0.279376 0.0004
D(HHIASSit(-1)) -0.410685 0.5182 -0.086438 0.2724
D(HHICREDit) 0.563113 0.1091 0.054649 0.0272
D(HHICREDit(-1)) 1.150446 0.0807 0.097589 0.1266
D(HHIDEPit) -0.087572 0.2906 -0.015316 0.3459
D(HHIDEPit(-1)) -0.020646 0.8212 -0.010139 0.4082
D(CIRit) -0.114327 0.023 -0.002328 0.6262
D(CIRit(-1)) -0.051172 0.2491 0.005647 0.2182
D(INFit) 0.000984 0.8645 0.001283 0.0088

c 0.313067 0.0001 0.102932 0.000
@TREND -0.020768 0.000 -0.000189 0.0158

o 4 LSl (ROE) 48l Ggin o siladl Jane e
L,k Lo g (3l 1385 (ROA) Jsea! o dilall Jaxa
Cila o LIS 1 A0S AL (goa e Cam Qs a)
Gila pe gl oy Jsa¥) uila (Y ¢Jsuall
(«Cipan gl Al b gaaillyy ALl GBging el
Gsis goena Go IS LS i) culs o Jaadls
Jisall Hrae Jlo LN Culs slginl @lldg (ASL)
et liadl) Faalise po A3l cailagll g5 cCiyemall ol
ALl Ggis ks Lghaay Al

ssms il oyl g (Aol cpnall dually Wl
Bl juanal %1 ANAN (s5ie e Cange (Syie il
(ROE) isldl Ggon Ao dlall Jae o dluial)
Sl Jare e ddainl 5lsl a0 ollia (K0 o cdilially
Gsina il dgag 2l s g) LS L(ROA) Jsua! e
Slo Bl Jara o adaill %1 AV A (ggis 2ie Al
o paall i o dls (Al L ((ROA) sl
-(ROE) &€l (ggon Ao xilall Jana

Gl il z3sall b & (6) Jsaall ek
(e goaly Cun (PGMahoad by aalyl) ouslidl) oz 3gailly
bl @hatie G ide JalSS ADle 25ag Al DA
G AU Jail) Aoy Gy %] AN (sine e
Gl Jobll JaY) b Anlgll D) e el oY)
oS Leiy (Gl g3l B (Ai) Lie) 878 USI 0.54
Ligy 358 J9(0.60) b zisall 4 mosaill e
; ()
ANVl (sgiue die (ggina 0 dgag @il el el
V) dm)ll cildise e (CRA) Gebie 385 S5l %1
ean (b S e RG] il cylal s cJashall
Jazas «(ROE) &SL) Ggaa e 2ilall Jare Ao Jsa)
il asms bl ST (il L (ROA) s e ilall
O aaa 3 Sl %] Al (Seie e Cangag (Sina
e Al sda GilsTy sl Cydige (Ao ailasl aaag
~ S Laa b e (315 LS el luahal) (e dpaal) il
D8l o Laadl ¢t aaad Al WL (SPC) slai-elslas
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(6) Joaad
Panel ARDL duagia (385 4na ) dlaisll dua)l) Cipdiiay (CRA) aladials SN Clpdibe (o dalalsil) 48l
Jushall Ja) b ABlal) i
(ROE) 3 zagaill (ROA) 4 zigail
) paciall Jalaal) Aallaay) Jalaall Allaiay)
CR4ASSIt -0.353573 0.0019 —0.220972 0.000
CR4CREDiIt 0.328515 0.000 0.059982 0.0042
CRADEPit 0.137659 0.0001 0.043204 0.000
CIRit 0.015942 0.0462 0.002128 0.246
INFit -0.000151 0.6763 -0.000656 0.000
omadll Jal) B ABal) s
(ROE) 3 zisaill (ROA) 4 zigaill
) paaciall Salaall PRI Jalaal) Allaiay)
COINTEQ -0.547868 0.000 -0.60347 0.000
D(ROEit(-1)) 0.10309 0.1315 -0.104572 0.2729
D(CR4ASSIt) -0.589014 0.1496 -0.215323 0.0035
D(CR4ASSit(-1)) 0.518512 0.0567 -0.00941 0.8744
D(CR4CRED:It) -0.436298 0.0237 -0.048941 0.1018
D(CR4CREDiIt(-1)) -0.489962 0.0548 -0.04804 0.1441
D(CRA4DEPit) -0.118569 0.0098 -0.044391 0.000
D(CRA4DEPit(-1)) -0.015914 0.7703 -0.03181 0.0001
D(CIRIt) -0.066091 0.0614 -0.017503 0.0023
D(CIRIt(-1)) 0.023482 0.4232 -0.006006 0.1359
D(INFit) 0.009035 0.000 0.001781 0.000
C - - -0.110855 0.000
@TREND - - 0.001813 0.000

) okl clelayls Jyal) e IS Adgul) dasl
il a5 (2014-2000) 55l sylasee sliie 35ms
PUa %40 et 4l 48 gl sl gl Cam ¢ ayall
AL lSaa) sas Bgad) 4nt) Glld sayg (Byill o3
Oladpr — by pd5e s SSHI s Cuaiill e
0.39) iy G Auhal 558 Pla Ly (HHI)

Lol it Ladlia
S il il QT DA e Ayl Cias
) ) sl sl
Sy AylSial 58 390 (S1Y) Bladll o Loy o
iy 5 Al Al 5 Ay 3 Aaiye calS Ll
Clily cplal 38 ol e e LRlEANL Lay
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(Sl e bl 7 3sailly

Slo olay) 8 S el il ase mll s
Jaee o STl OIS 85 skl JaY1 8 das )l
DA Jales gl G ¢(ROE) ASWI (3gon e ilal)
(sl Ao Bz 3gailly J¥) 7 35aill (0.32 <0.29)
Jue Glo pla¥) 3 Sl 8l Jaee gl oo B
S #3501 (0.06 <0.14) (ROA) Jsua) o ilal)
sl e bl 7 3sailly

Lbanl) 5lSl Cangay (gyina il 2gmg iliill gl
I z3latll b Al ydise o skl oY) b
0.009 <0.09) ikl Jalaa gl us cullilly bl
Ala oS Al e Bladly gl e z3lad) il (0.015
G Jga¥) o il Jane Ao Dbuial) 5.USU 5k
ez 3sall

pncaill Janad Cillag (gsina 5l 25mg il i
S5 IV Ml e L e aghall JaY) b
pre AN magall miln el caa A caallls
Sl Aygiae

fak oAbl pagi ) gpn g

BB (5% Cuny gull Jeal Aadalll lasydall Jaaas
eSOV Cojlaall (g b Ludliall Baa 83L) e
(Gilad) 33 52L31 Lglhadl) 1;,\;\,;;1\} g ydll Jagus
&) dyasl) Jullg SRl dalis e Glly e oy Ll
) blie (3o

Eoaser (Bl Lad Sluhally Gigaall (e il clia)
Al Cas o il oply anay Dl duhal
L) aaadig

(oY) calelaY) Jsa¥l) e ISI(0.42 <0.43
0.18 ¢0.08) | class 2000 oo Nl e
dle G (o) calelay) (Jpa) cilpsaall (0.15
.2020

BYSURT PRI DN Y. FPREWENS S U JEREIV AL
Gy Gus bl 558 Pla Laoysi (CR4A) iy da)f
calelay) (JsaYl) e S (0.81 <0.76 <0.82)2
0.26) ) lass 2000 ple gl e (ol
(OLy) calelay) (JsaY)) cbpinal (0.53 <0.62
2020 ple b

Shsa b GG Ga s ) eagl sl s el
Ayl 378 DA Laa)ll ydge jlaay S @lydige
coanl el sa LaadiS asl Gua
CREFTIRENG (Al mll) Jalatll il Ll
(lelay) (Jsayl) clysia) gl Aoy <5l
oty

Joea¥l 3 S b 580 g Load il ¢yl
o Sl IS sy cdshall JaY) b Ayl e
Jalaa by Eus ((ROE) A8kl o o 2ilall Jans
Sl Gl = 3gailly JoV) 2 35aill (0.35 ¢1.77) Ll
o Jsa¥ & SS il Jaee iy s o Mg
z3saill (0.22 <0.59) (ROA) Jswa! o 2ilall Jana
sl e abl) z3sally )

o clelay) 8 S alad) 5B dsa bl cuy
Jaee o ST Ll IS 085 skl JaY) 8 4l
D8l Jalas il Gum ((ROE) 4SMd) (Bgoa e xilal)
(sl Ao Bz 3gailly Jo¥) z35aill (0.13 <0.26)
Jue e clelal) 3 S a0 o gy o
S #3541 (0.04 <0.08) (ROA) Jsua! e ilal)
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