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What determines bank profitability? 



METHODOLOGY

A. Trend Analysis

B. Time Series Analysis 

B.1 Test for Stationarity 

B.2 Autoregressive Distributed Lag 

(ARDL) Models 

B.3 Stability Test 

B.4 Diagnostic Test 

ARDL MODEL







Summary and Conclusion

⚫ There is an indication of long run relationship between the variables.
⚫ Results showed that among those 5 banking groups, universal bank

provided evidence for long run and short run relationships with its
determinants.

⚫ Generally, in the short run, bank efficiency, money supply and government
securities have a positive and significant effect to banking profitability.

⚫ Based on the SBC criterion, the generated optimal lag order is 9. The
significant determinants to banking profitability are bank efficiency, money
supply, government securities, bank size and inflation rate.



Recommendations

⚫Periodic monitoring of indicators affecting bank profit

⚫Enhance banking regulations to boost profit

⚫Employ other methodological techniques such as Vector Auto Regression
(VAR), Full-Modified Ordinary Least Square (FMOLS), and by Pedroni’s
(2004) test for panel cointegration

⚫Use of longer time series data, preferably daily, weekly or monthly
periods, to fully analyze and understand real time fluctuations of banking
indicators



Thank You! 


