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Abstract


Meeting the requirements of Basel II will mean different things to different Banks and the process of becoming compliant will be dependent on many aspects. The complexity of the rules, their changing detail and the uncertain implementation date make meeting the requirements of Basle II a challenge.


Moreover, in recent years, CBJ have increased their focus on the capital adequacy of banking institutions to enhance the stability of the financial system.  The purpose of the present paper is to shed some light on whether and how Jordanian Bank  react to constraints placed by the regulator on their capital. We used a simultaneous equations model to analyze adjustments in capital and risk at Jordanian  banks. Our results indicate that regulatory pressure induce banks to increase their capital, but does not affect the level of risk.
التزام البنوك مع اتفاقية باسل II  والأثر على راس مال البنك وإدارة  المخاطر
د. خالد الزعبي 
مراد عطير

ملخص


مواجهة متطلبات اتفاقية باسل II سوف تعني أشياء مختلفة لبنوك مختلفة وعملية إن يصبح البنك ملتزم مع الاتفاقية سوف يعتمد على عدة أمور. التقييد في القوانين والتفاصيل المتغيرة وموعد التطبيق الغير مؤكد جعل الالتزام باتفاقية باسل II تحدي.


بالإضافة إلى ذلك, بالسنوات السابقة  البنك المركزي الأردني زاد تركيزة على كفاية رأس المال للمؤسسات البنكية وذلك ليعزز الاستقرار للنظام المالي. الهدف الثاني من الورقة الحالية هو إلقاء الضوء ," هل وكيف البنوك العاملة في الأردن  تستجيب للقيود المفروضة عليها من المشرع على رؤوس أموالهم",. لقد قمنا باستخدام نموذج معادلات متتابعة لتحليل التعديل في راس المال والمخاطر للبنوك الأردنية. نتائجنا تبين أن ضغوط المشرع تجعل البنوك زيادة رأس مالها دون أن تؤثر على مستويات المخاطر.
Jordanian Banks Compliance with Basel II & on Banks' Capital and Risk Managing

1.
Introduction

Over the last decade two most important facts emerges if we look inside the banking industry. The increasing complexity of financial system in the line with the development and globalization trends have made the banking environment and practice more challenging.


Consequently, the banking industries faced new other type of risks different from market and credit risk. Apparently, these includes system security, fraud, expansion of e-commerce, system failure risks, highly automated technology, and many other significant risks such as; the increasing use of outsourcing arrangement, and new risk mitigation like credit derivatives, swaps, and securitization. Overall, these other type of risk can be summarized in one term which is " Operational Risk ".


Accordingly, the banking industry all over the world has witnessed a growing number of  losses resulted from other type of risks (operational risk). For instance, in 1988 the press reported than US$ 20 billion of operational risk losses in banking industry and the insurance industry (BCBS,2003c). These combined facts brought decision maker in Great Ten Countries (G10) and Bank of International Settlements (BIS), as well as banking and insurance executives to highlight the importance of managing these operational risk and take it more seriously in comprehensive practice compared to the management of credit and market risks (BCBS, 2003c). 

The definition of operational risk, formulated by the British Bankers’ Association (BBA) and Consultative Document as a supporting document to the new Basel II Accord as Regulatory Treatment of Operational Risk (BCBS,Jan2001), as follows: “the risk of loss resulting from inadequate or failed internal processes, people and systems, or from external events”. The Committee specified that the abovementioned definition encompasses legal risk but excludes systemic, strategic, and reputational risks for the purpose of a minimum regulatory operational risk capital requirement.

The underlying argument or all the appropriate measures is used so that the safety and the soundness  of the banking system secured not only that but, because it limits economic downturns related to financial shocks. In addition, it avoids adverse budgetary consequences for the government.

However, it is not altogether clear whether the imposition of capital requirements actually reduces risk-taking incentives. It is extraordinarily difficult - if not impossible – for regulators and supervisors to set capital standards that imitate those that would be demanded by well informed, undistorted private-market participants. For instance, banks may respond to regulatory pressure by increasing their risk exposure. Moreover, actual capital requirements may increase risk-taking behavior. In a guarded assessment, Thakor (1996) shows the conditions under which risk-based capital requirements increase credit rationing, with negative implications for economic growth. Also, Thakor and Wilson (1995) argue that higher capital requirements may induce borrowers to shift to capital markets and in the process impair capital allocation, while Gorton and Winton (1999) show that raising capital requirements can increase the cost of capital. Thus, theory provides conflicting predictions on whether capital requirements curtail or promote bank performance and stability.

My research objective is to investigate the implications of applying Basel II Accord with respect to operational risk capital charge modeling issues with regard Jordanian Banks and CBJ Regulations. Accordingly, this is investigated meanly through questionnaire and in the model that will be used in the Study. More specifically, this Study examines the extent to which the Jordanian Banks could be incorporated into Basel II so that it has the potential  to capture the core purpose of imposing the Accord. Generally, the contribution of the Study is that, one may claim that the proposed approach provides incentives is to show if current application is leading Banks to comply with Basel II if so to develop sound operational risk methodologies. Indeed, this Study clearly reveals that operational risk application in which losses are driven by two loss event types - namely, Clients, Products and Businesses Practices on the one hand, and Internal Fraud on the other hand. As a result, the quality of Banks internal control environment appears as a key factor that significantly impacts Banks compliance. As we mentioned later, this will be examined through the distribution of the questionnaire and afterwards the analysis of the questionnaire.

2. 
Overview of The Banking System in Jordan 

2.1 
Central Bank of Jordan (CBJ)
The Central Bank of Jordan (CBJ) is the entity responsible for regulating and overseeing all banking and money market activities. The CBJ has wide ranging powers and autonomy from the central government, and supervises banking system requirements.

The H. K. of Jordan government  started preparing to establish the Central Bank of Jordan in the late 1950s. Afterwards, the law of CBJ published on the year 1959, and by the year 1964 the preparation to carry out  its duties were finalized to takeover the work of Jordan Monetary Committee which established on 1950
. The main objective and responsibilities of CBJ is to: Preserve the stability of money in the H. K. of Jordan and guaranteeing  the capability of  exchanging the Jordanian Dinar, accompanied by encouraging and assuring the accelerating economic growth in line with the  governmental public economic  policy.


The monetary policy management by the CBJ can be divided into two phases, the first phase from 1964-1989 in which the direct intervention by the CBJ dominated the seen. Moreover, the CBJ depend on  the traditional monetary policy tools until the economic and financial crisis in the late 1980s. The second phase started on 1990-till date. As a result of 1988  financial and monetary crisis, the CBJ in cooperation with International Monetary Fund (IMF) and World Bank (WB) started implementing Economic Adjustment Program (EAP). The implementation of the Economic Adjustment Program (EAP) has had a great impact on the banking sector by generating the forces of competition through easing the regulatory restrictions, which previously limited market forces.
 2.1.1
CBJ  Past Experience



The failure of Petra Bank in 1989 has prompted the CBJ to be very strict as regards to capital adequacy. The CBJ is devoted not to see a repeat of the financial and banking crisis, which had been brought about by the Petra Bank collapse. The corrective measures set by CBJ
 and Bank of International Settlement (BIS) in which listed below:

· capital adequacy ratios should be set at a higher minimum level than the required 8%.

· The current BIS capital adequacy ratio has been set at 12%, after having stood briefly at 10%, and has not been follow as yet in the rest of the region. 

· At the end of 1997, the CBJ imposed a minimum capital of JD20 million (US$28.2 million) for all banks. This was introduced to encourage consolidation, and there are serious considerations by the CBJ to increase that amount significantly (towards JD50 million or US$70.5 million). 

· The capital to deposit  ratio was also set at a minimum of 7.5%.

· Banks are not to make loans to companies in which they hold more than 10% of the capital. 

· Commercial banks have to place 14% of their deposits in an interest free account at the CBJ.

· Investment banks are required to place only  9% of their deposits.
Hence, in spite of some adoption of Basle II capital adequacy regulations. What is not clear from the undependable trends of how these regulations have influenced the capital and risk levels of banks in each Bank in Jordan. To obtain such insight, the need to undertake some empirical analysis is a must.
2.2
 Banking System in Jordan     

The emergence of banking system in Jordan goes back
 to 1927 when the British entity opened in Amman  the Ottoman Bank
 and operated as a fiscal agent to the government in the absence of a central bank in that time. The Arab Bank opened a branch in Amman, which became the head office in 1949 after which had its head office in Jerusalem in 1930, the British Bank of the Middle East was next to open its branch in Amman by 1949. The next Jordanian bank that followed Arab Bank was Jordan National Bank in 1956. Accordingly, in 1960, two additional commercial banks were established: Cairo Amman Bank and Bank of Jordan. Remarkably, the Central Bank of Jordan as mentioned before  was established in 1964. 

By the end of 2006, Jordanian-banking system comprised of 23 banks. Figure.1, embodies the banking sector image  in which thirteen  bank were national commercial banks
, eight  foreign banks and two Islamic banks. 
Although, number of working banks in Jordan have maintain acceptable number of banks but it reached high level of sophisticated level of technology , financial tools, service, and products in both retail and corporate. In addition, there were five specialized credit
 institutions, three of which were governmentally owned and two jointly owned by the public and private sector. 


As for number of  bank branches figure.2, it reflects the vast development. Remarkably, the growth in the number of branches is very evident, looking in depth, in 1986 number of  bank branches was 254 branch while in late 2006 it reached 515 branch spread all over Jordan registering 100% growth in 20 year.


As a part of this ongoing reform by CBJ published new banking law in August 2000  to modernize laws, rules, and regulations to regulate the banking work in Jordan, this law aimed to improve and increase the industry’s efficiency, by enhancing banks’ regulations and supervision, and creating large institutions to meet the outcomes of globalization and intensified competition. 


Accordingly, before year 2000. Jordanian banks rely heavily on traditional banking activities, namely, the extension of direct credit facilities, as a main source of income. Credit facilities offered by banks include loans, discounted bill and overdraft. The year 2000 new law open the door for new working environment to widen the banking work along with new innovations.  Generally, this law enabled  banks to offer a wide financial services and leads to the concept of comprehensive bank, this include: agency services, financial consultant, investment portfolio, managing and investing customers money, leasing, dealing with open market operations like dealing in futures, forwards, and derivatives. In addition to that, the law allow banks to establish non-banking financial companies like insurance  companies.  

Remarkably, latest indicators available shows that the financial position for working banks in Jordan was  distinguished in the following indicators for the year 2006; ROE was 17%, while ROA reached 2%, capital adequacy for all bank combined reached about 20.3% which is equal to twice double minimum requirement set by Basel committee and also by  the  minimum requirement set by CBJ which is 12%. 

Moreover, deposits and facilities in banks are reflected in figure 3 above, its clear that deposit and facilities has increased tremendously.  From the figure, if we take 1990 we can notice that it increased from 2.64 Billion JOD to about 14.6 Billion JOD in year 2006. In addition, credit facilities increased from 1.87 JOD  Billion in year 1990 to 9.87 JOD Billion  in year 2006. 


Accordingly, coming across the unified balance sheet for licensed banks, from figure.4, it appears that total assets has increased for 4.1 Billion JOD in year  1990 to 24.2 Billion JOD in year 2006.   Remarkably,  this reflects the improved role of  banks work volume and its rule as financial intermediary between savers (Surplus) and investors (Deficit).  

3. 
Theoretical Foundation and Literature Review
3.1 
Theoretical Foundation
3.1.1 
Basel Committee on Banking Supervision (BCBS,1988)
What is Basel II?


Basel II is a capital adequacy framework for banks. It is designed to help banks adopt a more comprehensive, sophisticated and risk-sensitive approach for calculating regulatory capital. The proposals will enable banks to align regulatory requirements more closely with their internal risk measurement and provide incentives to improve operational processes.

Basel II also provides banks with a unique opportunity to modernize and upgrade their overall risk practices and risk infrastructure, specifically for credit and operational risk. For these banks, Basel II means more than compliance; rather it denotes the opportunity to achieve distinct competitive advantage in a tough global market.

Historical Overview (Basel I ) 

In July 1988, the Basel Committee on Banking Supervision released its report “International Convergence of Capital Measurement and Capital Standards”. In many regards, the paper that became known as the 1988 Basel Capital Accord. Indeed, for the first time, the Group of Ten (G-10)
 banking supervisory authorities set up an agreed framework for establishing minimum levels of capital, in relation to credit risk, for internationally active banks. 

Essentially, the 1988 Accord aims at reinforcing the soundness and stability of the international banking system and “diminishing an existing source of competitive inequality among international banks” (BCBS, 1988). Typically, within this new framework, a weighted risk ratio known as the Cooke ratio or risk asset ratio (RAR), requires international banks to have Tier 1 ratio of at least 4% and to hold capital at least equal to 8% ( with the contribution of Tier 2 not exceeding 50%), of their reported risk-weighted assets.

In general, three facts underpinned the Committee choice over a more regular gearing ratio methodology and kept as simple as possible the weighting structure by allowing only five weights i.e. 0, 10, 20, 50 and 100 percent:
· First, risk ratio facilitates comparisons between heterogeneous international banking systems in that it offers a more adequate basis for assessment. 
· Second, this specific ratio permits off balance-sheet exposures to be included more smoothly into the capital measurement framework. 
· Third, the risk ratio does not prevent banks from holding assets deemed to be low risk such as cash or claims on central governments and central banks. 

Unfortunately, since 1988, the weaknesses of the simple approach to capital regulation have come to light. As a matter of fact, the 1988 Accord has suffered from many criticisms, the most obvious being that it did not adequately address off-balance sheet exposures on market risk in particular risks associated with the bank’s positions in derivatives and other financial tools. In addition, it did not account for portfolio diversification effects, netting effects and the borrower’s credit rating
.
The Development


To enhance risk sensitivity, the Committee offers a variety of options for addressing other credit and operational risk. As to credit risk, the range of options includes the standardized approach, a foundation internal ratings-based approach (IRB), and an advanced IRB approach. Regarding operational risk minimum capital requirements, the Committee recommends several approaches that reflect those of credit and market risk. These include three methods in the continuum of increasing sophistication and risk sensitivity (BCBS, 2001): Basic Indicator Approach (BIA), The Standardized Approach (TSA), and Advanced Measurement Approaches (AMA).
3.2        Empirical Academic literature Review
3.2.1 
     Meeting the requirement of  Basel II (The Questionnaire)
Meeting the requirements of Basel II will mean different things to different organizations and the process of become accommodating  and will be dependent on many factors:

· Ranging from product and business line.

· Complexity through size and geographic coverage. 
· Complexity of the rules, and their changing detail.


Nevertheless, meeting the requirements of Basel II is not simply a question of regulatory compliance. To take advantage of the new system, you will need to review many aspects of  banks  business activities, including:
· Risk Management Methodologies and Models.

· Accessibility and Safeguarding of Data.

· Systems Infrastructure.

· Configuration of Process and People.


An important innovation of the Basel II applications concerns the introduction of a capital charge for operational risk. To measure the degree of implementation of operational risk management methodologies and models, a Survey on Operational Risk Management will be launched. A questionnaire will be sent to the risk managers of all banking entities in Jordan.  The questions will be multiple-choice and focused on the following key areas: 

· Methods for calculating the capital charge for operational risk

· The  development of an Operational Risk Management  structure.

· The  content and implementation of operational loss databases.

· Development of Exposure Indicators, Key Risk Indicators, and Key Performance Indicators.

· Risk and Control Self Evaluation. 
· 3.2.2 
The impact of CARs Literature Review 

Existing literature suggests that capital adequacy rules (capital regulations), have an impact on bank behavior
 in two main ways:

· First, it is argued that the introduction of capital adequacy rules will normally strengthen bank capital and, thus, improve the resilience of banks to negative shocks.

·  Second, is the effects concerns banks’ risk behavior in ,other words, to test if the enforcement of capital requirement can effect loans supply. 


Accordingly if, as it happens, capital adequacy rules establish higher capital standards for loans to the private sector than for credits in comparison with the public sector. Some of the major empirical papers on the impact of capital regulations on risk taking and capital ratios of commercial banks are listed below for both U.S. and outside the U.S. banks. However, we do not discuss all of them in the following review.


The literature begins with Shrieves and Dahl (1992) in which they used several periods of cross section data on commercial banks in the US. Subsequently, Jacques and Nigro (1997) utilized three stage least squire 3SLS of estimation for the US banks. Aggrawal and Jacques (1998, 2001) repeat the analysis of  Shrieves and Dahl, employing a cross-sectional of US bank data.  Moreover, looking at the UK banks Ediz et al (1998), and the Swiss banks Rime (2001) provide some useful insight from outside the US.


Additionally, some authors have also contributed the theoretical case for higher capital standards such as Kim and Santomero (1988), show that capital requirements will introduce changes in the composition of risky part of bank portfolio. Marshall and Prescott (2000), showed that capital requirement directly reduce default of probability and portfolio risks. At the same time, Vlaar (2000) found that capital requirement acted as a burden for inefficient banks when asset of banks assumed to be fixed. In the other hand, regulation increased the profitability of efficient banks. 

Finally, there is empirical work that explicitly treats the relation between capital requirements and credit supply, which may be classified into two subsets. The first one, which includes Peek and Rosengreen (1995), Furfine (2001), Soares (2001) and Chiuri et al. (2001), analyzes the impact of the adoption of higher capital requirements, comparing credit supply before and after the implementation of Basel Accord 2. The second one, best represented by Van Roy (2003) and Gambacorta and Mistrulli (2004), who assumes that capital regulation as given as it tries to infer its influence on bank lending, basing the empirical tests only in observations after the Accord implementation. 
4.
The Empirical Model and Methodology
4.1
The Empirical Model


A instantaneous model with a partial adjustment framework for capital and risk is used to assess how the banks in the Jordan react to requirements placed by the CBJ on their capital. The model will adopt the work on US banks by Shrieves and Dahl (1992) and in its extensions Jacques and Nigro, 1997; Aggarwal and Jacques, 1997 and 2001; Ediz, et al, 1998; and Rime, 2000; Chiuri, et al, 2001; and VanRoy, 2003. 


An important aspect of this model is that it recognizes that changes in both capital and risk have an exogenous as well as an endogenous character. Hence, the present study differs from previous studies in three main areas:
· First, bank capital and risk behavior  is modeled explicitly. 
· Second, it takes account of the regulatory pressure implied by the minimum capital requirements.
· Finally, it examines the most banks in the H.K. of Jordan, namely those that have at least five years financial statement throughout the estimation period. It should be stressed that the Jordan banking market has not reached a high level of development and hence sophisticated financial instruments, are not widely available. 


Generally presenting, to allow for the possibility that capital ratio and risk decisions are determined simultaneously, the analysis of banks’ capital behavior. The simultaneous equations model developed by Shrieves and Dahl (1992). In that model presented below in equation (1) and (2), the observed changes in banks’ capital and risk levels consist of two components, a discretionary adjustment and a change caused by factors exogenous to the bank.
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Generally, banks may not be able to adjust their desired capital and risk levels instantaneously. Thus, following Shrieves and Dahl (1992), the discretionary changes in capital and risk are modeled using the partial adjustment framework such that changes in capital and risk are proportional to the difference between the target levels and the levels existing in period t-1:
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Following the work of Jacques and Nigro (1997) and substituting equations (3) and (4) into equations (1) and (2), the observed changes in capital and risk levels can be written as follows:
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Thus, the observed changes in capital and risk in period t are a function of the target capital and risk levels, the lagged capital and risk levels, and any exogenous factors. The target levels of capital and risk are not observable, but are assumed to depend upon some set of observable variables
. In summery, it is a function of the differences between target level of capital in period t and the previous period actual capital and any exogenous shock.

Shrieves and Dahl (1992), pointed out that target level of capital are not observable and could not measures directly. Accordingly, literature argument applies that, the target capital ratio 
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 EMBED Equation.3  [image: image38.wmf]is influenced by a number of explanatory variables. Specifying variables to explain changes in capital and risk with respect to the target level of capital and risk, we can rewrite equation (5) and (6) as follows:
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Where:

SIZEj,t: 
Is measured as the natural log of bank’s total assets,

LLOSSj,t :
Ratio of new provisions to total assets,
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SIZE is measured as the natural log of bank’s total assets, (ROA) return on assets peroxide by the ratio of 
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in which has been used in past literature. Empirical literature have come up with a number of financial performance measures such as return on assets (ROA) to find out the relationship between the banks process performance and financial performance. In a similar fashion, the target risk ratio (RISK*) is influenced by size, (LLOSS) approximated with the ratio of new provisions to total assets.  Most of these variables were taken from Shrieves and Dahl (1992).


In addition, the exogenous factor which could influence bank capital (Ej,t) or risk (Sj,t) is a change in regulatory capital standards, in this case modeled as the degree of regulatory pressure brought about by the risk-based capital standards, these two variable is the error term in which will be tested accordingly in which will fulfill the statistical analysis of the model.

The endogenous variables ΔCAPj,t and ΔRISKj,t have been included to recognize the possible simultaneous relationship between changes in capital and changes in risk and to test if there casual relationship between both variables. Empirical estimation of equation (7) and (8) require measures 
of both bank capital and portfolio risk.


Because banks must meet the regulatory minimum standards on a continuous basis, the risk-based capital standards may cause these banks to increase their capital ratios or reduce portfolio risk as insulation against any uncertainty regarding whether the bank meets the regulatory minimum.

The main emphasis of this study is on the regulatory pressure variable, denoted REG. We focus on the response of banks to the 8% risk-based capital standard. Although, there has been to much debate to the percentage that would be imposed by he central bank of Jordan which range from 8% to 12%. Accordingly, will estimate the model using two measures of regulatory pressure 8% and 12% respectively.
4.2
Methodology 
4.2.1 
CARs Estimation Methodology


Following Jacques and Nigro (1997), Aggarwal and Jacques (1998), and Rime (2000), to estimate the simultaneous system formed by equations (7) and (8). I used two–stage least squares procedure, which recognize the endongeneity of both bank capital ratios and risk levels in a simultaneous equations framework. Unlike ordinary least square (OLS), estimation by 2SLS provides consistent estimates of the parameters. Each equation that is part of recursive system can be estimated separately using OLS.


In addition to 2SLS estimation technique we will use in our Study another technique available for systems of equations. Three-stage least square (3SLS), which provides a third step in the estimation process that allows for nonzero covariance between the error terms in the structural equations
. It is asymptotically more efficient than 2SLS since the latter ignores any information that may be available concerning the error covariences, and also any additional information that may be contained in the endogenous variables of other equations.
4.2.2
Operational Risk Management Survey Methodology
Overview


The new Basel II framework consists of three pillars: minimum capital requirements, supervisory review of an institution’s capital adequacy and internal assessment process, and effective use of market discipline as a level to strengthen disclosure and encourage safe and sound banking practices.


The Basel II Framework was approved by the central bank governors and bank supervisors of the G-10 as “International Convergence of Capital Measurement and Capital Standards: a Revised Framework”, on June 26, 2004. The Basel Committee intends to have the Framework available for implementation by the individual countries at the early end of 2006 in order to use for the more advanced approaches, on 2007.
Description of the Survey


The core information that the survey sought to obtain was whether the Jordanian Banks are intended to stick to the Basel II requirements and which approaches to addressing operational risk are to be followed. 


The survey will be addressed primarily to all Jordanian Banks’ headquarters that are licensed by the Central Bank of Jordan and fulfill the condition of inclusion in the population of the Study
. Occasionally data on Banks branches where excluded since these branches must follow guidelines from their respective head office risk regulator, their risk capital policy cannot differ from the one required in the head office. The survey will be presented for Validation by respective qualified examiner in order to validate the questionnaire. The information provided by the questionnaire survey consists of the following categories: name, type (Local bank, or Foreign Bank), parent name and home country of the bank, whether it is (Large, Medium, or Small sized "Total Assets and Capital").
4.3.1
Measurement of Capital and Risk

Two alternative definitions of banks’ capital are used: the ratio of total capital (Tier1+ Tier 2) to risk-weighted assets (RCRWA) and the ratio of capital to total assets (RCTA). Shrieves and Dahl (1992) used the RCRWA definition; which has become more widely used since the introduction of R-RCARS and has been used by Jacques and Nigro (1997), Aggarwal and Jacques (1998) and Ediz, Michael and Perraudin (1998). Hence, CAP is measured as the ratio of total capital (Tier1 + Tier2) to total risk weighted assets. The measurement and definition of banks’ risk is quite problematic and the literature suggests a number of alternatives, all of which are subject to some criticism. In my  dissertation, we decide on to go for  the ratio of risk-weighted assets to total assets (RWATA) as proposed by  Shrieves and Dahl (1992) and used subsequently by Jacques and Nigro (1997) and Aggarwal and Jacques (1998). The rationale for using this measure is that portfolio risk is primarily determined by the allocation of assets across the different risk categories. Hence, the ratio of risk-weighted assets to total assets has been used to measure RISK.

4.3.2
Measurement of Control Variables (Affect Changes in Banks’ Capital and Risk Managing)


The control variables are bank size, current profits, current loan losses, regulatory pressure, current profits variable, emphasized by Aggarwal and Jacques (1998), Ediz, Michael and Perraudin (1998), and Rime (2001). In addition to all other variables which has been used in the model have been used by Shrieves and Dahl (1992), with introducing the profit control variables in his study. 

Bank size is closely related to target risk and capital levels due to its relationship with risk diversification, investment opportunities and access to equity capital. The SIZE is measured by the natural log of total assets and is included in the capital and in the risk equations to capture size effects. SIZE is expected to be inversely related to changes in capital and risk.

Current profits measure here as return on assets (ROA
) in which peroxide by the ratio of 
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 has been used in past literature by Shrieves and Dahl (1992), Jacques and Nigro (1997), Aggarwal and Jacques (1998), Rime (2001), and VanRoy (2003).  The argument behind the use of this ratio because we are trying to highlight the effect of ROA on banks' capital is by deduction if the bank prefers to increase capital through retained earnings, rather than through equity issues, which may convey negative information to the market about the bank’s value in the presence of asymmetric information. ROA is included in the change of capital equation and a negative co-efficient is expected.

Bank’s current loan losses affect the ratio of risk-weighted assets to total assets as they lead to a decrease in the nominal amount of the risk-weighted assets, which is the mean component in RISK determination. These losses (LLOSS) are approximated by the ratio of new loan loss provisions to total assets,
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, and therefore included in the risk equation with an expected negative effect on the change in RISK.

5.
The Data Set


The empirical work out uses publicly available financial statements published by banks and the CBJ. This study consists of a three dimensional panel data consist of 10 banks presented in table 2, for the period 1992 – 2005, representing a total of 780 observations spaced by bank, complied with Basel II, and year. However, some bank were excluded from banks population because they did not fulfill the condition of at least 7 years of published financial data and the construction of balance sheet and income statement according to CBJ conditions and the type of financial activity. Although, the sample represent 44% of total bank population but the time span is long and number of observation is high.
5.1
Survey Sample


The survey sample for my dissertation is the entire population of commercial banks operating in Jordan counting 23 bank in which consist of  13 local bank and 10 foreign bank in which presented in table1. Altogether, 23 bank of interest were identified for the dissertation survey. This number consist of local banks and foreign banks. A total number of 23 bank were contacted directly  either by email or questionnaire was sent to headquarter personally. A total of 19 banks and responded to the survey. The response rate for the whole sample was 83%,  which is more than ¾ of all banks licensed  in Jordan.

5.2 
CARs Model Estimation Techniques 

Following Shrieves and Dahl (1992), Jacques and Nigro (1997), Aggarwal and Jacques (1998), (1998), Ediz, Michael and Perraudin (1998), Rime (2001) and VanRoy (2003), to estimate the simultaneous system formed by equations (7) and (8). I used two–stage least squares procedure 2SLS, which recognize the endongeneity of both bank capital ratios and risk levels in a simultaneous equations framework. Unlike ordinary least square (OLS), estimation by 2SLS provides consistent estimates of the parameters. Each equation that is part of recursive system can be estimated separately using OLS.

5.3
Estimation of the Survey

The estimation of the survey have beeen done the conventional way by using excel spredsheets. Although, there are various methods you can use to analyse survey data in Excel, but most of them are a real pain, and are likely to produce errors unless we are very, very careful. Excel has different ways of handling nominal variables (questions with answers which don't form a scale - e.g. red, blue, green). To analyse nominal variables, we want to produce frequency distributions and crosstabs. Before we can analyse anything, we have to enter the data from the questionnaires. This is by far the most time-consuming part of the process. Moreover,  a cross-tabulation is a table produced when all the answers to one question are compared with all the answers for another question. 

6.
Emperical Results 
6.1
Survay Results

 Methods for calculating the capital charge for operational risk

Choices of the methods for calculating OR capital charges are very diverse, covering the whole scale of available approaches.  Branches and subsidiaries of international banks follow the instructions of the group. Banks prefer a single uniform method across business lines. To the extent choices are made in CBJ, the decision makers adopt a reactive approach of following the market and the instructions of the supervisory  authorities.  Consultation with the regulators is still limited.
Status of development of an ORM framework

Most of the large banks and foreign  banks have developed an operational risk management framework. Moreover half of the small and medium sized banks have developed a method for risk identification. Apart from that, these banks are nearly no where in developing an ORM framework. The designed ORM strategies are business driven, and take into account new products and activities. Small banks haven’t implement risk management approach. While large banks and foreign bank effectively communicated throughout the organization through dedicated bulletins supplemented by meetings and live presentations. Most of the strategies don’t yet formally document the risk profile and the extent of risk control of the organization. This applies for few large banks. The operational risk management position is in most cases assumed by Risk Management. Senior management is in charge of the independent ORM & Control process. Policies and procedures have been developed and documented. Internal Audit is informed about these policies and procedures, but not involved in their execution. The reporting flows between the ORM position, senior management and the business lines are clearly defined.

Implementation and content of operational loss databases
The implementation of loss databases for recording operational losses is already well advanced. The large banks record their operational losses in centralized manner. Almost all banks rather use an interface with some existing systems for collecting loss data. All banks do not yet use their recorded data to measure or verify their operational risks. The majority of the banks have not yet developed initiatives to collect external loss data.
Development of Exposure Indicators (EIs), Key Risk Indicators (KRIs) and Key Performance Indicators (KPIs)
The vast majority of banks have not yet defined Exposure Indicators (although required under Advanced Measurement Approaches), Key Risk Indicators and Key Performance Indicators. The management information systems of most banks are currently not capable to generate KRI data. The large banks are planning to develop a KRI system.
Risk and Control Self Assessments (RCSAs)
The large banks and the entities of international banks have developed a well structured  process to identify and inventory operational risks; small and medium sized banks have not. Input to the RCSAs is primarily supplied by management of the business units and by business unit personnel. Initiation and co-ordination of the RCSAs is mostly in the hands of Risk Management. The results are also not yet integrated with the KRI system and the loss databases. The results of RCSAs are not yet used to measure performance of  a business unit. Operational risks related to outsourced activities are not yet systematically identified and measured.

6.2 
Empirical Model Estimation Results 
In this study, the results of estimating equations (7) and (8) are presented in Table 3 and Table 4. The system based on the regulatory pressure gives the following results. In the capital equation, current earnings (ROA) have a significant and positive impact on capital, indicating that improve in capitalization for profitable banks can be done through retained earnings. On the other hand, SIZE has a negative and significant impact on capital, indicating that large banks increased their RCRWA less than other banks; here, a possible explanation is that large banks have to compete on international markets with institutions that are, in general, less capitalized. Regulatory pressure (REG) has a negative and significant impact on the RCRWA. Furthermore, in the risk equation, the regulatory pressure variable has a negative and significant impact on banks’ risk, which indicates that banks increased or decreased the share of RCRWA in their portfolio to approach the minimum capital requirements. SIZE has no significant impact on risk. In the capital equation, there is a significant and positive relationship emerges between changes in capital and changes in risk, where is no significant relationship between changes in capital and changes in risk in risk equation. The estimates obtained using 12% measure of regulatory pressure indicate that the regulatory variable for banks has a positive and significant impact on capital but no significant impact on risk. 
6. 3
Conclusions

This study has provided new evidence on the effects of rigid enforcement of minimum capital discipline on bank in Jordan. The paper offers a clear support to the general presumption that the credit crunch associated to a strict enforcement of bank capital regulation is more persistent in those countries where the credit channel is more important i.e. where alternatives to bank credit are less developed. This evidence suggests the relevance of a careful phasing in of new capital requirements in order to avoid undesirable macroeconomic side effects. In spite of the general recognition that capital regulation may have different macroeconomic effects according to the different institutional and developmental features of each economy, bank capital regulation has not yet clearly addressed the distinct needs of less developed economies. The paper contributes to the ongoing discussion on the new Basel Capital Accord, stressing the fact that economies, which mostly rely on bank credit, may have to devote particular attention to the process of enforcement of a stricter bank capital discipline. 

Moreover, from the survey result, it appears that Banks working in Jordan are far away from implementing Basel II except for large banks, the consequences immeasurable and distressing and necessary action by the regulator ,CBJ, and banks managements.  
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Figure 1 Number of Licensed  Banks in Jordan from 1995-2006 
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Figure 2 Number of Licensed Banks Branches in Jordan  from 1964-2006  
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Figure 3 Total Deposit to Total Facilities for Jordanian Licensed Banks  from 1964 - 2006 
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Figure 4Total Assets /Liabilities for Jordanian Licensed Banks from 1964-2006 
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Table 1: Survey population ( Licensed Working Banks in Jordan)

	1
	Arab Bank

	2
	Arab Banking Corporation

	3
	Arab Investment Bank

	4
	Bank of Jordan

	5
	Banque Audi/ Sadar Audi Group

	6
	BLOM Bank

	7
	Cairo Amman Bank

	8
	Citibank Group

	9
	Egyptian Arab Land Bank

	10
	Export and Finance Bank (Capital Bank)

	11
	Housing Bank for Trade and Finance

	12
	HSBC Bank

	13
	Islamic International Arab Bank

	14
	Jordan Commercial Bank

	15
	Jordan Investment and Finance Bank

	16
	Jordan Islamic Bank for Finance and Investment

	17
	Jordan Kuwait Bank

	18
	Ahli Bank 

	19
	National Bank of Kuwait

	20
	Rafidain Bank

	21
	Societe Generale De Banque

	22
	Standards Chartered Bank ANZ

	23
	Union Bank for Saving and Investment


Table 2: Dissertation Sample data

	1
	Arab Bank

	2
	Arab Banking Corporation

	3
	Bank of Jordan

	4
	Ahli Bank

	5
	Cairo Amman Bank

	6
	Housing Bank for Trade and Finance

	7
	Jordan Investment and Finance Bank

	8
	Jordan Kuwait Bank

	9
	Union Bank for Saving and Investment

	10
	Arab Jordan Investment Bank


Table 3

Estimation of Eqaution (7) & (8) using 3SLS for the Period from 1993-2005 based on RCRWA
	
	Regulatory Measures 8%
	Regulatory Measures 12%
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	Coefficient
	P-Value
	Coefficient
	P-Value
	Coefficient
	P-Value
	Coefficient
	P-Value

	REGt-1, 8%
	0.0031*
	0.0023
	-0.0014
	0.121
	
	
	
	

	REGt-1 12%
	
	
	
	
	0.0108*
	0.000
	-0.234
	0.241

	ROAt
	1.564*
	0.000
	
	
	2.108*
	0.001
	
	

	LLOSSt
	
	
	-0.0076
	0.232
	
	
	0.0569
	0.485

	SIZEt
	-0.0021*
	0.002
	0.0034*
	0.000
	-0.0035*
	0.001
	0.0036*
	0.003
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	0.216
	0.445
	
	
	0.124
	0.323

	
[image: image56.wmf]t

RISK

D


	0.142
	0.191
	
	
	0.098
	0.298
	
	

	CAPt-1
	-0.1311*
	0.000
	-0.0541*
	0.002
	-0.1643*
	0.000
	-0.0544*
	0.001

	Adj-R2
	0.187
	
	0.091
	
	0.098
	
	0.082
	


Statically Significant at 0.05 Level.

Table 4
Estimation of Eqaution (7) & (8) using 2SLS for the Period from 1993-2005 based on Capital to Total Assets
	
	Regulatory Measures 8% 
	Regulatory Measures 12%
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	Coefficient
	P-Value
	Coefficient 
	P-Value
	Coefficient
	P-Value
	Coefficient
	P-Value

	REGt-1, 8%
	0.0025*
	0.000
	-0.0011
	0.321
	
	
	
	

	REGt-1 12%
	
	
	
	
	0.013*
	0.002
	-0.346
	0.498

	ROAt
	1.411*
	0.001
	
	
	1.987*
	0.000
	
	

	LLOSSt
	
	
	-0.0076
	0.232
	
	
	0.0569
	0.485

	SIZEt
	-0.0013*
	0.000
	0.0014*
	0.000
	-0.0012*
	0.000
	0.0009*
	0.000
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	0.676*
	0.004
	
	
	0.217*
	0.000

	
[image: image62.wmf]t

RISK

D


	0.108*
	0.001
	
	
	0.159*
	0.000
	
	

	CAPt-1
	-0.0891*
	0.002
	-0.0389*
	0.000
	-0.1271*
	0.001
	-0.0432*
	0.000

	Adj-R2
	0.211
	
	0.189
	
	0.134
	
	0.167
	


Statically Significant at 0.05 Level



































































































































































































































































































(   Dean Of Economic and Administration Sciences Faculty, Hashemite University, Zarka – Jordan.  


(  Arab Bank, Irbid Branch Manager, Jordan.


� For more information see the Financial and Banking System in Jordan (CBJ 2005).


� Central Bank of Jordan review book,  Different monthly issues.


� CBJ different annual  issues.


�  It was established in 1927 as the Ottoman Bank which has become National and Grindlays Bank in 1969, ANZ Grindlays in 1989, and Standard Chartered Grindlays in 2000 to October 2003.


� Business Bank merged with Jordan National Bank on January 17, 1997 and Philadelphia Investment Bank merged with Jordan Ahli Bank on July 5, 2005.


� Before 2002, five national commercial banks were classified as investment banks. 


� These credit institutions are specialized to cover the Governmental Financing in the Public Housing, Industrial and Agricultural Development, and Civil Government.


� The Basel Committee on Banking Supervision comprises representatives of the central banks and supervisory authorities of the Group of Ten countries (Belgium, Canada, France, Germany, Italy, Japan, Netherlands, Sweden, Switzerland, United Kingdom, and United States) and Luxembourg. The Committee meets at the Bank for International Settlements, Basel, Switzerland.


�  See for more detail CAS,1992.


�  For more information see Freixas and Rochet (1997).


�  Shrieves and Dahl (1992), Jacques and Nigro (1997) and VanRoy (2003).


� Following VanRoy (2003).


�  THR, represent Threshold level that will have to be chosen in which in Jordan 8%.


�The main emphasis of this study is on the regulatory pressure variable, denoted REG. We focus on the response of banks to the 8%and 12% risk-based capital standard.


  


�  See Rime (2001) for additional Discussion.


�  The population of the survey  is all commercial banks operating in Jordan regardless to any condition


�  In General Return On Assets (ROA) Equals � EMBED Equation.3  ���.
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						جدول رقم (1) : تفرع البنوك المرخصة في المملكة (تابع) (1)																														جدول رقم (1) : تفرع البنوك المرخصة  في المملكة (1)

						TABLE NO. (1) : BRANCHING OF LICENSED BANKS IN JORDAN (CONTINUED)(1)																														TABLE NO. (1) : BRANCHING OF LICENSED BANKS IN JORDAN (1)

						Year		Bank Name and Year of Establishment																												اسم البنك وتاريخ التأسيس																						السنة

																		بنك اتش		(4)		البنك		البنك		البنك		(3)								بنك				بنك المؤسسة		بنك		البنك		البنك		بنك		(2)

								بنك		بنك		بنك		سيتي				اس بي سي		بنك		العقاري		العربي		الاسلامي		بنك سوسيته		بنك		بنك الاتحاد		البنك الاردني		الاستثمار		بنك		العربية المصرفية		الاسكان		التجاري		الاردني		القاهرة		البنك						المجموع

								لبنان		عوده		الكويت		بنك		مصرف		الشرق		ستاندرد		المصري		الاسلامي		الاردني		جنرال -		فيلادلفيا		للادخار		للاستثمار		العربي		المال		(الاردن)		للتجارة		الاردني		الكويتي		عمان		الاهلي		بنك		البنك

								والمهجر				الوطني		ان ايه		الرافدين		الاوسط		تشارترد		العربي		الدولي		للاستثمار		الاردن		للاستثمار		والاستثمار		والتمويل		الاردني		الاردني				والتمويل								الاردني		الاردن		العربي

																										والتمويل		(3)														The								(2)

																		HSBC		(4)		Egyptian		Islamic		Jordan		Societe				Union		Jordan		Arab				Arab		Housing								Jordan		Bank

												National						Bank		Standard		Arab		International		Islamic Bank		Generale		Philadelphia		Bank for		Investment		Jordan				Banking		Bank for		Jordan		Jordan		Cairo		Ahli		of		Arab

								BLOM		Audi		Bank of		Citibank		Rafidain		Middle		Chartered		Land		Arab		for Finance		De Banque-		Investment		Savings &		& Finance		Investment		Capital		Corporation		Trade &		Commercial		Kuwait		Amman		Bank		Jordan		Bank

								Bank		Bank		Kuwait		N.A.		Bank		East  LTD		Bank		Bank		Bank PLC		& Investment		Jordanie		Bank		Investment		Bank		Bank		Bank		(Jordan)		Finance		Bank		Bank		Bank		PLC		PLC		PLC		Total

								2004		2004		2004		1974		1957		1949		1969		1951		1997		1979		1993		1993		1991		1989		1978		1996		1989		1974		1978		1977		1960		1956		1960		1930

						1964		_		_		_		_		1		1		4		3		_		_		_		_		_		_		_		_		_		_		_		_		3		4		3		3		22				1964

						1965		_		_		_		_		1		1		4		3		_		_		_		_		_		_		_		_		_		_		_		_		3		4		6		3		25				1965

						1966		_		_		_		_		1		1		4		4		_		_		_		_		_		_		_		_		_		_		_		_		3		5		9		4		31				1966

						1967		_		_		_		_		1		1		5		4		_		_		_		_		_		_		_		_		_		_		_		_		3		5		10		4		33				1967

						1968		_		_		_		_		1		1		5		4		_		_		_		_		_		_		_		_		_		_		_		_		3		5		10		5		34				1968

						1969		_		_		_		_		1		1		6		4		_		_		_		_		_		_		_		_		_		_		_		_		3		5		10		5		35				1969

						1970		_		_		_		_		2		2		8		4		_		_		_		_		_		_		_		_		_		_		_		_		3		5		11		6		41				1970

						1971		_		_		_		_		2		2		8		4		_		_		_		_		_		_		_		_		_		_		_		_		3		5		11		6		41				1971

						1972		_		_		_		_		2		2		8		4		_		_		_		_		_		_		_		_		_		_		_		_		3		7		12		6		44				1972

						1973		_		_		_		_		2		2		9		6		_		_		_		_		_		_		_		_		_		_		_		_		3		10		13		7		52				1973

						1974		_		_		_		1		2		3		10		6		_		_		_		_		_		_		_		_		_		4		_		_		9		11		14		9		69				1974

						1975		_		_		_		1		2		4		11		6		_		_		_		_		_		_		_		_		_		8		_		_		9		11		16		9		77				1975

						1976		_		_		_		1		2		4		11		7		_		_		_		_		_		_		_		_		_		13		_		_		9		12		16		9		84				1976

						1977		_		_		_		1		2		4		11		7		_		_		_		_		_		_		_		_		_		15		_		1		9		13		16		9		88				1977

						1978		_		_		_		1		2		4		11		7		_		_		_		_		_		_		1		_		_		17		2		4		9		14		16		10		98				1978

						1979		_		_		_		1		2		4		11		7		_		1		_		_		_		_		1		_		_		21		5		6		10		16		16		10		111				1979

						1980		_		_		_		1		2		4		11		7		_		2		_		_		_		_		1		_		_		23		7		8		11		20		16		11		124				1980

						1981		_		_		_		1		3		4		12		7		_		5		_		_		_		_		1		_		_		35		10		10		12		23		18		15		156				1981

						1982		_		_		_		1		4		4		12		7		_		7		_		_		_		_		1		_		_		53		12		10		12		24		21		17		185				1982

						1983		_		_		_		1		4		4		12		7		_		8		_		_		_		_		2		_		_		66		14		12		12		24		22		23		211				1983

						1984		_		_		_		1		4		4		12		7		_		9		_		_		_		_		2		_		_		72		18		12		13		25		22		25		226				1984

						1985		_		_		_		1		4		4		12		7		_		12		_		_		_		_		2		_		_		77		21		14		14		27		23		25		243				1985

						1986		_		_		_		1		4		4		12		9		_		12		_		_		_		_		2		_		_		80		21		14		15		30		25		25		254				1986

						1987		_		_		_		1		4		4		11		9		_		13		_		_		_		_		2		_		_		81		21		14		15		30		25		25		255				1987

						1988		_		_		_		1		3		5		13		9		_		14		_		_		_		_		2		_		_		85		20		15		15		30		24		26		262				1988

						1989		_		_		_		1		3		5		13		9		_		18		_		_		_		1		2		_		1		95		22		15		15		30		25		26		281				1989

						1990		_		_		_		1		3		5		13		18		_		18		_		_		_		1		3		_		1		96		22		15		15		30		28		26		295				1990

						1991		_		_		_		1		3		5		13		18				22		_		_		5		1		8		_		5		100		22		15		16		31		31		26		322				1991

						1992		_		_		_		1		3		5		13		18		_		24		_		_		6		2		8		_		7		101		23		15		18		30		33		25		332				1992

						1993		_		_		_		1		3		5		14		18		_		26		18		2		10		3		8		_		7		104		27		15		20		33		36		26		376				1993

						1994		_		_		_		2		3		5		14		19		_		29		18		3		10		4		8		_		9		109		27		17		20		34		37		29		397				1994

						1995		_		_		_		2		3		5		14		19		_		32		19		5		12		4		8		_		13		111		26		17		23		35		37		29		414				1995

						1996		_		_		_		2		3		5		14		19		_		33		19		6		12		4		8		1		15		113		27		21		23		36		37		30		428				1996

						1997		_		_		_		2		3		5		14		19		_		41		19		6		12		5		9		1		16		113		27		22		22		47		38		30		451				1997

						1998		_		_		_		2		3		5		12		19		5		45		19		6		12		6		8		1		16		106		24		25		23		51		38		31		457				1998

						1999		_		_		_		2		2		5		13		19		7		49		19		6		11		6		7		1		16		106		24		26		25		49		39		31		463				1999

						2000		_		_		_		3		4		4		12		20		9		52		19		7		12		7		9		1		17		96		24		29		26		45		40		33		469				2000

						2001		_		_		_		3		4		3		11		20		11		53		16		7		12		7		9		1		14		94		24		31		33		45		40		33		471				2001

						2002		_		_		_		3		4		3		11		20		12		53		14		7		12		8		9		1		14		95		24		29		33		44		42		33		471				2002

						2003		_		_		_		2		3		2		7		17		11		52		14		6		11		7		8		1		12		96		22		27		32		44		43		32		449				2003

						2004		1		4		1		2		3		2		7		9		11		52		15		6		11		7		8		1		12		95		22		29		33		41		43		32		447				2004

						2005		1		7		1		2		3		2		7		8		11		54		16				11		7		8		5		12		96		24		31		33		46		44		84		513				2005

						2006		3		7		1		2		1		2		8		8		11		54		16				12		7		8		5		12		96		24		34		36		42		44		82		515				2006

						(1)  :  Represent operating licensed banks in the Kingdom at the end of 2006,  including the number of  branches including headquarters.																																																						(١)  :   تمثل البنوك المرخصة العاملة في المملكة في نهاية عام 2006 , و تشمل  عدد الفروع داخل المملكة بما فيها المركز الرئيسي.

						(2)  :  Business Bank merged with Jordan National Bank on January 17, 1997 and Philadelphia Investment Bank merged with Jordan Ahli Bank on July 5, 2005.																																																						(2)  :  اندمج بنك الاعمال مع  البنك الاهلي الاردني  بتاريخ 1997/1/17، كما اندمج بنك فيلادلفيا مع البنك الاهلي بتاريخ  2005/7/5.

						(3)  :  It was the Middle East Investment Bank before  June 23,  2003.																																																						(3)  :  بنك الشرق الاوسط  للاستثمار قبل  تاريخ 2003/6/23.

						(4)  :  It was established in 1927 as the Ottoman Bank which has become National and Grindlays Bank in 1969, ANZ Grindlays																																																						(4)  :  تأسس عام 1927 بإسم البنك العثماني وتحول الى بنك ناشيونال اند كرندليز عام 1969 والى بنك  أي ان زد كرندليز

						in 1989, and Standard Chartered Grindlays in 2000 to October 2003.																																																						.عام 1989 والى بنك ستاندرد تشارترد  كرندليزعام 2000 وحتى تشرين الاول  2003
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تخطيط2

		1995		1995		1995

		1996		1996		1996

		1997		1997		1997

		1998		1998		1998

		1999		1999		1999

		2000		2000		2000

		2001		2001		2001

		2002		2002		2002

		2003		2003		2003

		2004		2004		2004

		2005		2005		2005

		2006		2006		2006



Local Commercial Bank

Islamic Banks

Foreign Bank

Year

Number of Banks Working in Jordan

14

1

5

15

1
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14
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14
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14
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14
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14
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5

13

2

8

13

2
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ورقة1

		Number of Banks		Year		Local Commercial Bank		Islamic Banks		Foreign Bank

		0		1995		14		1		5

		5		1996		15		1		5

		10		1997		14		2		5

		15		1998		14		2		5

		20		1999		14		2		5

		25		2000		14		2		5

		30		2001		14		2		5

		35		2002		14		2		5

		40		2003		14		2		5

		45		2004		14		2		5

		50		2005		13		2		8

		55		2006		13		2		8

				5
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				15

				20

				25

				30

				35

				40

				45
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				55

				60

				65

				14

				15

				16

				17

				18

				19

				20
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ورقة2

		





ورقة3
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المجموعالعام

		1964		29.2

		1965		33.3

		1966		39

		1967		38.9

		1968		41

		1969		45.4

		1970		45.5

		1971		46.9

		1972		50.6

		1973		61.8

		1974		85

		1975		126.7

		1976		207.1

		1977		244

		1978		332.8

		1979		465.1

		1980		563.94

		1981		721.3

		1982		887.2

		1983		1030.9

		1984		1184.8

		1985		1274.39

		1986		1395.4

		1987		1513

		1988		1634

		1989		1729.2

		1990		1863.5

		1991		1965.8

		1992		2218.3

		(1)1993		2741.3

		1994		3248.4

		1995		3705.7

		1996		3920.3

		1997		3979.7

		1998		4285.3

		1999		4466

		2000		4546.5

		2001		4948.9

		2002		5130

		2003		5262.4

		2004		6189.2

		2005		7744.3

		2006		9761.9



Total Deposit

Total Facilities

Year

Million JOD

Total Deposit & Total Facilities

48.7

44.1

52.8

53.4

54.2

57.4

57.7

59.7

72.94

85.8

115.1

168.7

250.01

314.8

448.5

593.1

808.5

977.7

1169.5

1397.8

1603.1

1747.2

1946.3

2142.4

2346.1

2625.4

2642.7

4022.1

4749

4939.406

5391.506

5787.5

5988.8

6387.9

6811.4

7502.4

8224.5

8721.3

9367.7

9969.4

11564.1

13119.3

14591.9
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				جدول رقم (11) : اجمالي الودائع لدى البنوك المرخصة  (تابع)																														جدول رقم (11) : اجمالي الودائع لدى البنوك المرخصة

				TABLE NO. (11) : TOTAL  DEPOSITS  WITH  LICENSED  BANKS (CONTINUED)																														TABLE NO. (11) : TOTAL  DEPOSITS  WITH  LICENSED  BANKS

				JD Million																																																										مليون دينار

										القطاع الخاص (غير مقيم)								الحكومـــة								مؤسسات  شبه حكومية										البــلديات						المؤسسات العامة								القطاع الخاص(مقيم)

										Private Sector (Non-Resident)								Government								Semi-Government										Municipalities						Public Entities								Private Sector (Resident)								المجموع

																																																										العام				نهاية

						End of								تحت								تحت								تحت								تحت								تحت								تحت								الفترة

						Period				لاجــل		توفير		الطلب		المجموع		لاجــل		توفير		الطلب		المجموع		لاجــل		توفير		الطلب		المجموع		لاجــل		توفير		الطلب		المجموع		لاجــل		توفير		الطلب		المجموع		لاجــل		توفير		الطلب		المجموع		Grand

										Time		Saving		Demand		Total		Time		Saving		Demand		Total		Time		Saving		Demand		Total		Time		Saving		Demand		Total		Time		Saving		Demand		Total		Time		Saving		Demand		Total		Total

						1964				0.7		0.0		0.9		1.6		10.8		0.0		3.0		13.8		0.4		0.0		2.3		2.7		0.0		0.0		0.4		0.4		0.5		0.0		1.5		2.0		10.2		3.1		14.9		28.2		48.7				1964

						1965				1.3		0.0		0.7		2.0		0.1		0.0		1.3		1.4		1.3		0.0		1.7		3.0		0.1		0.0		0.4		0.5		0.5		0.0		1.0		1.5		12.5		3.9		19.3		35.7		44.1				1965

						1966				1.1		0.0		1.1		2.2		0.2		0.0		2.6		2.8		0.8		0.0		1.6		2.4		0.1		0.0		0.4		0.5		0.1		0.0		0.4		0.5		15.4		4.1		24.9		44.4		52.8				1966

						1967				0.5		0.0		1.6		2.1		1.2		0.0		5.2		6.4		1.4		0.0		1.1		2.5		0.2		0.0		0.5		0.7		0.3		0.0		0.8		1.1		14.6		3.6		22.4		40.6		53.4				1967

						1968				0.4		0.0		1.5		1.9		1.5		0.0		3.9		5.4		1.0		0.0		1.0		2.0		0.3		0.0		0.6		0.9		0.0		0.0		1.1		1.1		16.3		3.9		22.7		42.9		54.2				1968

						1969				0.9		0.0		1.6		2.5		1.2		0.0		4.9		6.1		0.4		0.0		1.0		1.4		0.3		0.0		0.4		0.7		0.1		0.0		1.3		1.4		17.3		4.8		23.2		45.3		57.4				1969

						1970				0.8		0.0		1.7		2.5		2.4		0.0		4.7		7.1		0.3		0.0		1.4		1.7		0.1		0.0		0.8		0.9		0.6		0.0		1.5		2.1		16.8		5.8		20.8		43.4		57.7				1970

						1971				0.7		0.0		1.4		2.1		1.5		0.0		2.9		4.4		0.5		0.0		1.2		1.7		0.1		0.0		0.5		0.6		0.5		0.0		1.6		2.1		18.6		7.3		22.9		48.8		59.7				1971

						1972				0.7		0.0		1.3		2.0		1.1		0.0		3.7		4.8		0.5		0.0		0.9		1.4		0.1		0.0		0.5		0.6		0.7		0.0		2.1		2.8		20.8		9.5		31.0		61.3		72.9				1972

						1973				0.7		0.0		1.4		2.1		0.8		0.0		4.3		5.1		0.2		0.0		0.9		1.1		0.1		0.0		0.6		0.7		0.9		0.0		2.6		3.5		23.2		12.4		37.7		73.3		85.8				1973

						1974				1.8		0.0		1.8		3.6		0.8		0.0		5.9		6.7		0.4		0.0		1.3		1.7		0.1		0.0		0.6		0.7		0.9		0.0		2.8		3.7		30.0		16.3		52.4		98.7		115.1				1974

						1975				3.4		0.1		5.1		8.6		0.7		0.0		5.1		5.8		2.2		0.0		4.0		6.2		0.1		0.0		1.0		1.1		0.5		0.0		2.9		3.4		38.5		24.5		80.6		143.6		168.7				1975

						1976				6.5		0.7		13.2		20.4		1.0		0.2		9.1		10.3		2.4		0.0		3.9		6.3		0.0		0.0		4.6		4.6		0.9		0.1		2.8		3.8		49.7		48.3		106.6		204.6		250.0				1976

						1977				7.3		1.0		10.6		18.9		2.2		0.0		9.3		11.5		3.4		0.0		6.1		9.5		0.5		0.0		2.7		3.2		0.2		0.3		3.7		4.2		73.3		60.8		133.4		267.5		314.8				1977

						1978				31.8		1.6		14.1		47.5		2.7		0.0		5.2		7.9		13.0		0.1		3.3		16.4		0.4		0.1		3.0		3.5		5.5		0.0		3.1		8.6		137.5		83.2		143.9		364.6		448.5				1978

						1979				48.1		2.1		16.9		67.1		6.9		0.0		5.5		12.4		24.7		0.0		8.7		33.4		2.6		0.0		4.6		7.2		3.8		0.2		3.6		7.6		184.9		106.7		173.8		465.4		593.1				1979

						1980				81.5		2.2		49.5		133.2		14.0		0.0		6.6		20.6		36.0		0.2		6.8		43.0		2.7		0.0		3.7		6.4		21.8		0.3		2.6		24.7		235.5		126.2		218.9		580.6		808.5				1980

						1981				113.1		6.5		24.0		143.6		12.2		0.1		7.0		19.3		51.5		1.0		5.4		57.9		4.1		0.2		4.6		8.9		38.0		0.1		3.5		41.6		281.1		153.3		272.0		706.4		977.7				1981

						1982				130.9		6.9		33.8		171.6		20.5		0.1		9.3		29.9		41.9		0.2		6.3		48.4		4.3		0.3		3.6		8.2		22.7		0.2		5.1		28.0		406.4		180.6		296.4		883.4		1169.5				1982

						1983				177.1		7.5		32.1		216.7		25.2		0.1		11.5		36.8		54.5		0.5		5.4		60.4		5.5		0.3		6.8		12.6		28.5		0.5		6.9		35.9		503.3		207.1		325.0		1035.4		1397.8				1983

						1984				218.4		8.5		50.0		276.9		29.7		0.1		16.8		46.6		59.0		0.2		6.1		65.3		5.0		0.1		6.0		11.1		28.1		0.3		5.0		33.4		618.0		226.0		325.8		1169.8		1603.1				1984

						1985				246.2		8.2		39.9		294.3		36.7		0.0		19.8		56.5		58.0		0.4		6.4		64.8		8.1		0.1		5.1		13.3		32.9		0.3		10.7		43.9		752.1		229.7		292.6		1274.4		1747.2				1985

						1986				265.5		7.7		32.3		305.5		55.7		0.2		19.5		75.4		72.1		0.6		8.1		80.8		13.4		0.3		4.7		18.4		34.6		0.5		6.1		41.2		878.6		246.5		299.9		1425.0		1946.3				1986

						1987				259.5		8.5		32.8		300.8		60.4		0.1		19.0		79.5		42.4		0.1		5.3		47.8		2.6		0.4		2.9		5.9		36.9		0.2		7.3		44.4		1077.3		274.0		312.7		1664.0		2142.4				1987

						1988				358.2		8.6		55.7		422.5		43.7		0.1		20.5		64.3		41.0		0.2		5.1		46.3		5.2		0.0		4.1		9.3		51.0		0.2		5.2		56.4		1102.1		300.8		344.4		1747.3		2346.1				1988

						1989				332.9		8.1		59.4		400.4		57.4		0.1		17.4		74.9		79.1		0.0		7.1		86.2		5.9		0.0		2.7		8.6		66.1		0.4		9.5		76.0		1228.7		337.4		413.2		1979.3		2625.4				1989

						1990				274.6		11.8		100.5		386.9		59.5		0.1		18.4		78.0		84.9		0.0		5.9		90.8		10.5		0.0		2.7		13.2		106.5		0.8		10.1		117.4		1244.7		310.6		401.1		1956.4		2642.7				1990

						1991				836.7		78.1		231.0		1145.8		83.5		0.1		25.2		108.8		96.9		0.1		6.6		103.6		15.9		0.0		3.4		19.3		79.0		1.4		7.2		87.6		1553.8		430.0		573.2		2557.0		4022.1				1991

						1992				1028.8		96.9		397.2		1522.9		63.9		0.1		23.8		87.8		2.8		0.1		0.7		3.6		2.3		0.0		3.8		6.1		327.4		1.4		28.1		356.9		1615.3		502.4		654.0		2771.7		4749.0				1992

						1993(1)				993.5		114.1		227.4		1335.0		144.0		0.1		36.8		180.9		34.7		0.6		5.7		41.0		25.7		0.0		7.6		33.3		266.9		0.5		54.2		321.6		1738.9		588.2		700.5		3027.6		4939.4				(1)1993

						1994				1127.4		117.0		199.0		1443.4		147.6		0.2		41.1		188.9		31.7		0.9		6.4		39.0		11.5		0.0		6.2		17.7		363.3		1.3		37.7		402.3		1943.3		636.3		720.6		3300.2		5391.5				1994

						1995				1212.2		117.8		201.5		1531.5		141.1		0.4		39.8		181.3		36.9		0.3		4.9		42.1		12.7		0.1		8.5		21.3		428.6		0.3		44.4		473.3		2133.3		684.7		720.0		3538.0		5787.5				1995

						1996				1250.2		116.5		199.7		1566.4		165.5		0.2		40.0		205.7		46.1		0.3		4.9		51.3		19.5		0.0		5.1		24.6		488.7		0.1		32.8		521.6		2311.0		665.1		643.1		3619.2		5988.8				1996

						1997				1222.7		114.3		209.1		1546.1		200.0		0.2		78.8		279.0		51.6		0.2		4.7		56.5		20.0		0.0		3.9		23.9		508.8		0.3		42.8		551.9		2559.8		672.0		698.7		3930.5		6387.9				1997

						1998(2)				1244.6		119.1		216.5		1580.2		130.4		0.2		51.9		182.5		29.4		0.2		2.0		31.6		16.6		0.0		3.0		19.6		725.1		0.5		56.3		781.9		2799.2		673.6		742.8		4215.6		6811.4				1998

						1999				1263.9		125.3		231.3		1620.5		208.4		0.3		54.3		263.0		36.2		0.2		2.7		39.1		15.6		0.0		4.5		20.1		908.6		0.0		59.0		967.6		3117.2		717.9		757.0		4592.1		7502.4				1999

						2000				1314.5		129.5		291.7		1735.7		246.1		0.1		70.5		316.7		54.2		0.2		4.6		59.0		11.0		0.0		3.4		14.4		961.3		0.0		62.4		1023.7		3352.9		841.0		881.1		5075.0		8224.5				2000

						2001				1353.9		139.0		305.3		1798.2		214.9		0.5		69.8		285.2		66.0		0.1		4.5		70.6		9.4		0.0		2.3		11.7		935.4		0.3		110.6		1046.3		3545.2		927.3		1036.8		5509.3		8721.3				2001

						2002				1346.9		160.7		495.9		2003.5		195.1		0.7		59.5		255.3		63.4		0.1		7.1		70.6		15.8		0.0		7.0		22.8		810.2		0.2		110.3		920.7		3782.1		1072.1		1240.6		6094.8		9367.7				2002

						2003				1251.1		186.1		371.7		1808.9		181.6		2.0		86.3		269.9		75.8		0.3		10.4		86.5		11.9		0.0		15.8		27.7		658.6		0.6		144.0		803.2		3941.0		1321.6		1710.6		6973.2		9969.4				2003

						2004				1182.3		257.1		723.6		2163.0		200.8		0.8		134.7		336.3		87.4		0.7		9.6		97.7		13.3		0.0		19		32.3		683.9		1.0		152.1		837.0		4323.7		1569.0		2205.1		8097.8		11564.1				2004

						2005				1225.7		260.6		509.2		1995.5		295.3		0.5		148.7		444.5		66.0		0.2		11.0		77.2		9.6		0.0		17.6		27.2		707.1		0.6		130.5		838.2		5184.6		1694.7		2857.4		9736.7		13119.3				2005

						2006				1347.9		234.1		472.0		2054.0		331.3		0.8		145.7		477.8		83.8		0.3		9.7		93.8		8.9		0.0		15.3		24.2		565.8		0.7		108.9		675.4		6421.7		1761.2		3083.8		11266.7		14591.9				2006

				(1)  :  Effective December 1993 , data were reclassified according to new definitions																																																										(١)  :  تم اعادة تصنيف البيانات اعتبارا من كانون اول 1993 بموجب										:

				of monetary sectors.																																																										تعاريف جديدة للقطاعات النقدية.

				(2)   :  Reclassified of public sector accounts.																																																										(٢)  :  تم اعادة تصنيف حسابات مؤسسات القطاع العام.										:
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						جدول رقم (٨) : موجودات البنوك المرخصة

						TABLE NO. (8) : ASSETS OF THE LICENSED BANKS

						JD Million																										مليون دينار

																								ارصدة

														شيكات				اذونات				ارصـــدة		لدى

														وسحوبات		التسهيلات		الخزينة				لـــدى		البنك		النقد

						مجموع		موجودات		عقارات		استثمارات		برسم		الائتمانية		والسندات		الموجودات		بنـــوك		المركزي		في				نهاية

						الموجودات		اخرى		واثاث		محلية		القبض		(مقيم)		واسناد القرض		الاجنبية		محليـــــة		بالدينار		الصندوق				الفترة

																		Treasury				Balances		Balances

												Domestic		Bills		Credit		Bills , Bonds				with		with the				End of

						Total		Other		Fixed		Invest-		Receiv-		Facilities		& Corporate		Foreign		Local		Central		Cash in		Period

						Assets		Assets		Assets		ments		able		(Resident)		Bonds		Assets		Banks		Bank in JD		Vaults

						63.2		2.1		0.9		0.2		0.8		29.3		0.0		24.7		3.6		0.3		1.3				1964

						60.0		3.0		1.2		0.4		1.4		33.3		0.0		10.1		1.7		7.8		1.1				1965

						70.3		4.8		1.3		0.8		1.7		39.0		0.0		7.3		0.6		13.3		1.5				1966

						70.8		4.3		1.4		0.9		0.8		38.9		0.0		5.3		0.8		16.9		1.5				1967

						71.3		1.9		1.8		1.0		0.9		41.0		0.0		6.3		0.9		15.7		1.8				1968

						74.7		1.8		2.0		1.0		1.0		45.4		3.8		4.8		0.5		12.6		1.8				1969

						76.4		2.4		2.2		0.9		0.8		45.5		3.3		6.1		0.3		12.9		2.0				1970

						82.2		2.9		2.2		0.9		0.9		46.9		8.5		3.1		0.3		14.9		1.6				1971

						95.5		1.6		2.2		0.9		1.2		50.6		16.2		3.4		0.2		17.3		1.9				1972

						111.6		2.4		2.4		1.2		1.2		61.8		16.9		6.5		0.3		16.8		2.1				1973

						148.5		4.5		2.8		1.3		2.1		85.0		14.9		8.0		5.4		22.0		2.5				1974

						226.2		8.3		3.8		1.3		2.7		126.7		24.5		12.5		10.5		32.9		3.0				1975

						333.6		10.4		5.5		1.6		4.2		207.1		23.0		19.2		8.4		50.6		3.6				1976

						422.5		8.5		7.5		3.7		4.1		243.6		32.9		37.2		17.5		63.1		4.4				1977

						637.1		9.7		9.1		5.0		6.6		331.3		68.6		76.1		49.0		76.6		5.1				1978

						823.7		20.8		13.3		6.7		11.1		462.3		73.8		82.8		51.3		95.1		6.5				1979

						1070.5		20.9		17.9		9.6		11.8		563.9		59.8		205.2		64.9		109.6		6.9				1980

						1330.7		30.8		27.1		13.4		16.0		710.2		80.8		244.4		92.9		106.5		8.6				1981

						1553.5		54.3		38.9		20.3		24.5		865.1		102.8		277.5		51.7		107.9		10.5				1982

						1863.3		58.7		46.5		27.8		20.7		1003.4		147.2		331.9		93.0		121.5		12.6				1983

						2136.0		71.1		57.9		33.8		21.8		1156.2		208.5		359.1		91.4		124.2		12.0				1984

						2392.1		76.1		66.8		36.2		19.3		1246.9		228.3		412.4		144.2		148.6		13.3				1985

						2634.8		89.6		68.0		38.6		16.5		1366.9		275.7		431.8		167.2		167.9		12.6				1986

						2898.5		81.8		73.9		40.7		25.8		1484.7		345.9		480.3		184.4		167.6		13.4				1987

						3250.5		92.3		78.1		43.3		22.3		1599.4		334.9		702.6		228.2		134.7		14.7				1988

						3780.3		178.9		84.0		52.2		19.5		1703.5		369.0		858.2		258.6		240.1		16.3				1989

						4090.0		205.6		90.0		71.1		20.9		1824.1		388.8		1045.7		227.2		200.6		16.0				1990

						5599.1		216.2		113.4		76.7		20.5		1945.5		424.1		2007.0		166.4		604.1		25.2				1991

						6311.1		303.0		115.5		90.8		26.1		2185.3		390.5		2324.8		137.8		708.8		28.5				1992

								Domestic Assets								الموجودات المحلية		Foreign Assets								الموجودات الاجنبية

										ارصدة لدى												الديون		ارصدة		نقد في

										البنك المركزي				الديون على						موجودات		على القطاع		لدى		الصندوق

						مجموع		موجودات		بالعملات				القطاع الخاص		الديون على				اجنبية		الخاص		بنوك في		بالعملات				نهاية

						الموجودات		اخرى		الاجنبية		الاحتياطيات		(مقيم)		القطاع العام		المجموع		اخرى		(غير مقيم)		الخارج		الاجنبية				الفترة

										Deposits				Claims on								Claims on		Balances		Cash in

										with CBJ				Private		Claims on				Other		Private		with		Vaults		End of

						Total		Unclassified		in Foreign				Sector		Public				Foreign		Sector		Foreign		(In Foreign		Period

						Assets		Assets		Currencies		Reserves		(Resident)		Sector		Total		Assets		(Non-Resident)		Banks		Currencies)

						6,747.5		744.1		660.9		816.2		2310.5		655.5		1560.3		114.3		161.4		1263.3		21.3				(1)1993

						7,527.8		856.8		754.2		822.7		2763.4		648.8		1681.9		97.0		157.0		1404.8		23.1				1994

						8,430.4		953.6		874.7		924.9		3192.5		602.1		1882.6		100.9		159.5		1600.7		21.5				1995

						8,857.7		984.5		737.2		1117.7		3354.9		646.3		2017.1		94.1		154.8		1744.6		23.6				1996

						9,679.2		1218.9		339.6		1824.2		3526.6		588.0		2181.9		206.0		150.3		1799.2		26.4				1997

						10,460.3		1238.9		388.1		1627.9		3830.2		817.7		2557.5		243.1		200.1		2087.7		26.6				1996

						11,551.2		1277.8		433.4		1955.7		4020.2		956.2		2907.9		293.9		217.8		2357.8		38.4				1999

						12,913.5		1403.0		385.2		2132.9		4198.7		1082.0		3711.7		427.1		220.3		3032.3		32.0				2000

						14,153.6		1545.7		332.3		2051.0		4681.9		1214.7		4328.0		652.6		234.6		3401.9		38.9				2001

						15,119.3		1617.6		331.9		2494.6		4833.3		1349.2		4492.7		734.8		263.4		3437.5		57.0				2002

						15,701.5		1566.8		306.2		3280.6		5000.4		1165.7		4381.8		800.0		290.0		3224.7		67.1				2003

						17,821.1		1593.8		314.9		3469.2		5866.7		1574.4		5002.1		972.0		254.2		3699.7		76.2				2004

						21,086.5		2022.2		337.7		3848.9		7650.5		1865.4		5361.8		943.0		229.6		4108.5		80.7				2005

						24,237.6		2184.3		436.5		3572.2		9528.8		2312.4		6203.4		1106.7		312.9		4716.6		67.2				2006

						(1)  :  Effective December 1993 , data were reclassified according to new definitions																								(١)  :  تم اعادة تصنيف البيانات اعتبارا من كانون اول 1993 بموجب				:

						of monetary sectors.																								تعاريف جديدة للقطاعات النقدية.

						(2)  :  Public sector accounts were reclassified.																								(٢)  :  تم اعادة تصنيف حسابات مؤسسات القطاع العام.				:
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