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Abstract:  

     This study aimed to highlight the impact of the Real Time Gross Settlement System (RTGS) on 

the financial performance indicators of Bahraini banks.  

    In order to achieve the objective of the study and test its hypotheses, a simple linear model was 

used as a standard statistical tool for applying statistical tests and selecting the most appropriate 

ones statistically.  

    The results of the standard study showed that the (RTGS) system has a positive impact on the 

financial performance indicators (NPLS, ROE) of Bahraini banks. The Real Time Gross Settlement 

System affects directly the Return on Equity (ROE) index, and affects indirectly the Non-Performing 

Loans (NPLS) index, i.e. reducing provisions for Non-Performing Loan risks and raising 

shareholder profits. As for its effect on the Liquidity Ratio (LR), it was indirectly negative 

compared to the fixed ratio (LR). 

Key words: Automated (Real Time) System - Electronic Settlements - Financial Performance - 

Bahraini Banks. 

 ملخص:
رينية، ولتحقيق ( على مؤشرات الأداء المالي للبنوك البحRTGSهدفت هذه الدراسة إلى إبراز تأثير النظام الآلي للتسويات الإجمالية ) 

واختيار الأنسب ار فرضياتها تم استخدام نموذج خطي بسيط كأداة إحصائية قياسية لتطبيق الاختبارات الإحصائية  بهدف الدراسة واخت
 ( نظام  أن  القياسية  الدراسة  نتائج  أظهرت  حيث  إحصائيا،  )RTGSمنها  المالي  الأداء  مؤشرات  على  الإيجابي  الأثر  له   )NPLS ،

ROE( للبنوك البحرينية، فالنظام الآلي للتسويات الإجمالية يؤثر بشكل مباشر على مؤشر )ROE وبشكل غير مباشر على مؤشر ،)
(NPLS  القانونية السيولة  نسبة  مؤشر  على  تأثيره  أما  المساهمين،  أرباح  نسبة  ورفع  المتعثرة  القروض  مخاطر  مخصصات  تخفيض  أي   )
(LR( فكان سلبي غير مباشر مقارنة بنسبة )LR.الثابتة ) 

 البنوك البحرينية.  –الأداء المالي  –التسويات الالكترونية  –النظام الآلي  الكلمات المفتاحية: 
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1. INTRODUCTION: 

The technological progress witnessed by the banking sector in recent years has enhanced 

banking comprehensiveness through the adoption of digital banking services, which contributed to 

modernizing and changing the nature of the work of banks as a whole (Public), as it has become a 

modern field that includes technological skills, techniques and financial tools, which led to the 

settlement of services provided in a very fast and accurate way.  

Technological development has become the focus of attention of banks as one of the important 

modern production factors that would achieve the best banking performance in coordination with 

other factors, as there is a shift in the directions of local and international banks to acquire the best 

technological techniques in settling their transactions as quickly as possible in order to achieve the 

largest possible return.  

The management of banks performs several functions, starting with planning, organizing, 

implementing, directing, and controlling, so that the evaluation and follow-up function comes as a 

very important administrative function that works to monitor the positive and negative deviations 

resulting from the banks’ policies in light of the various circumstances and factors. Periodically with 

the aim of determining its financial position, knowing its financial position and working to improve 

it in parallel with the use of technological mechanisms or what is known as Electronic Settlements 

by taking appropriate decisions.  

Importance of the research:  

Our research is of great importance in identifying the most important effects of the Real Time 

Gross Settlement System (RTGS) on the financial performance achieved by Bahraini banks in light 

of the economic theories (the theory of commercial loans [short term], the theory of switching [the 

possibility of conversion and diversification of banking operations and components of the stock 

portfolio], the theory of expected and certain income through a credit feasibility study, the theory of 

liability management [strengthening financial resources and expanding lending to achieve profits 

and sector specialization], the theory of asset and liability management [diversifying services and 

investments and adopting creativity and innovation in all fields], theory of concluding and 

distributing loans model [securitization technology and developing the financial market]). These 

theories entirety make the work of banks keep pace with emergency conditions in order to achieve 

efficient financial performance and ensure the continuity and expansion of their activity in the 

future. 

Objectives of the study:  

This study aims to find out how electronic settlements of Bahraini banks' payments affect their 

financial performance during the period (2012-2021), by using the rate of the Real Time Gross 

Settlement System (RTGS) for the banking system and financial performance evaluation indicators 

(NPLS, ROE, LR).  
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Research problematic:  

Through the foregoing, it is clear that the bank's primary objective is to achieve the largest 

profit, taking into account all of the liquidity available to it, in addition to the security and 

indebtedness on which its activity is based, especially with its reliance on electronic settlements that 

are characterized by simultaneity. On this basis, the main question is:  

How does the adoption of the Real Time Gross Settlement System (RTGS) affects the 

financial performance indicators of banks in Bahrain?  

Research hypotheses: The hypotheses of the study are as follows: 

➢ Hypothesis (01): The rate of the Real Time Gross Settlement System (RTGS) positively 

affects the financial performance indicators of Bahraini banks (NPLS, ROE, LR) on the 

financial performance of Bahraini banks.  

➢ Hypothesis (02): The rate of the Real Time Gross Settlement System (RTGS) negatively 

affects the financial performance indicators of Bahraini banks (NPLS, ROE, LR) on the 

financial performance of Bahraini banks.  

➢ Hypothesis (03): The rate of the Real Time Gross Settlement System (RTGS) on the 

financial performance indicators of Bahraini banks (NPLS, ROE, LR) does not affect the 

financial performance of Bahraini banks.  

Research methodology and used tools:  

The study relied on the descriptive approach and the analytical approach, using the rate of the 

automated system for electronic settlements adopted in the Bahraini banking system. The study is 

trying to highlight its impact on a set of financial performance indicators for banks such as asset 

quality indicators, profitability indicators and liquidity. The study is using the standard statistical 

method by adopting simple linear models in interpreting the effect of the independent variable 

(RTGS) on the dependent variables (NPLS, ROE, LR), and using E-Views 10 software as a 

statistical tool that translates the relationship between variables.  
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Study model: 

 

 

 

 

 

 

 

 

 

 

 

 

2. Previous studies:  

- Study (01): Tahtan Mourad, Chorouki Zinedine, Factors affecting the profitability of 

commercial banks - an applied study on a sample of commercial banks operating in Algeria 

during the period (2005-2011), Algerian Journal of Economics and Finance, Issue 01, April 15, 

2014. The study analyzed the impact of internal factors (liquidity, loans, property rights, bank size, 

general exploitation expenses) on the profitability of commercial banks operating in Algeria, 

measured by the rate of return on total assets (ROA), and to achieve this, (Panel Data) models were 

applied to a sample of five commercial banks operating in Algeria during the period (2005-2011). 

The study concluded that: private commercial banks are more efficient in achieving profits 

compared to public banks, and there is no statistically significant correlation between the ratio of 

equity to total assets, the volume of Bank (total assets) and the rate of return on total assets (ROA).  

- Study (02): Shrooq Hadi Abd Ali, Aradn Hatem Khudair, The digital transformation of 

banking operations as a tool for developing the strategic financial performance of the Bank of 

Baghdad as a model, Journal of Management and Economics, Issue 126, 2020. This study aimed to 

determine the impact of the digital transformation dimensions of settlement systems on Strategic 

Financial Performance according to four indicators (profitability, liquidity, capital adequacy, 

employment), by analyzing the relationship of correlation and regression through the use of simple 

linear regression. Strategic financial. Therefore, modern methods of banking work must be 

promoted to meet digital challenges and reach high and distinguished levels of financial 

performance.  

- Study (03): Mansour Nasser Al-Raji, Suad Nuri Al-Obaidi, The Impact of Using 

Electronic Payment Systems on the Performance of Jordanian Banks - A Field Study of Banks 

Listed in the Amman Stock Exchange, Economic Studies Journal, Issue 23, July 2017. The study 

focused on highlighting the impact of the use of electronic payment systems on the financial 
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performance and efficiency of the internal operations of Jordanian banks based on the SPSS 

program, on the performance of banks as a whole.  

3. Theoretical part (Framework): 

3.1. Electronic banking:  

3.1.1. Motives for switching to electronic banking:  

Electronic settlement: The settlement process facilitates the transfer of funds according to the 

agreed terms. The settlement allows the final transfer of funds to the receiving service provider, and 

the settlement agent undertakes the task of settlement. It is often a central bank, but banks may also 

play this role, particularly where there are indirect participants in the payment system. (Cook, 

Dylan, & Soraya, 2021) 

This service has also evolved to include the real-time total settlement system, as the electronic 

settlement of payments between different banks is carried out through the electronic payment 

clearing system. (Mohamed & Hamo, 2017) 

Among the motives for switching to electronic banking, we find: 

It is summarized in what was imposed by scientific and technical progress and the continuous 

demand to raise the quality of banking services and ensure the safety of operations provided by 

Algerian banks from: (Gharibi & Renouba, 2016) 

- Reducing expenses incurred by banks in performing services and establishing branches in new 

areas. (Mohamed & Hamo, 2017)   

- Enhancing transparency by establishing electronic management as an information window to 

introduce banks, promote their services, and inform them of financial indicators to place them at the 

disposal of customers and all other concerned parties.  

- Encouraging and developing the money market by increasing the turnout of savers to deal and own 

shares and bonds of various companies, as well as carrying out promotional campaigns and 

activating the services and activities provided to facilitate the performance of the buying and selling 

process of securities. (Majzoub, 2017), which affects the activation of the role of the Stock 

Exchange in the context of establishing an electronic financial market and the establishment of 

electronic payment systems that contribute to the development and promotion of its performance. 

(Drees, 2013) 

- Improving the performance of banking services and providing the opportunity to invest in the 

technology sector to facilitate life and take advantage of the technical advantages available at the 

international level.  

- The need of bank employees for qualitative support through solid information and an advanced 

work system. - Improving the services of banks to rise to higher levels, to obtain the international 

quality certificate for their services on the one hand, and to satisfy their customers on the other hand. 

(Gharibi & Renouba, 2016)  
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3.1.2. Electronic banking outlets: Electronic banking adopts several channels, the most important 

of which are: automatic teller machines, banking via the Internet, electronic banking service over the 

phone, mobile banking, bank payment orders and electronic clearing services.  

Figure No. (01): Electronic banking outlets: 

 

 

 

 

 

 

 

 

 

 

 
Source: Prepared by the researchers based on: Belayish Mayada, Zaidi Hassiba, The reality of electronic 

banking in developed countries - The French experience as a model for the experiences of pioneering 

countries in the use of modern payment methods, Economic Researcher Magazine, Issue 08, December 

2017, pp. 305-308.  

3.2. Banks’ financial performance:  

3.2.1. Financial performance: There are many definitions of financial performance according to 

the researchers’ viewpoints. We mention the most important of them:  

"The extent of the institution's ability to make optimal use of its resources and sources in the 

long and short term uses in order to create wealth." (Maida & Ahmed Al-Saleh, 2017) 

"It is a diagnosis of the financial position of the institution in order to determine its ability to 

create value through its optimal use of available resources, and to compare the achieved goals with 

the set goals in order to discover errors and deviations and work to correct them". (Noman & Siraj, 

2019)  

As for the financial performance of banks, it was defined as follows:  

Evaluation of the bank's financial performance is a process through which the bank's financial 

statements are relied upon in order to determine its efficiency and effectiveness in managing its 

resources in order to achieve profits, using financial ratios. (Amina & Mihoub, 2021) 
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 "In order to judge the soundness of the bank’s financial position, compared with other banks 

and through various periods of activity.” (Fawzi & El Tijani, 2015)  

3.2.2. Stages of bank performance appraisal:  

The performance appraisal process in commercial banks goes through several successive stages, 

as follows: 

a) The stage of data and statistics collection: which is required by the performance evaluation 

process in commercial banks to calculate the ratios or indicators used in the evaluation, and it 

includes several years and for the various activities of the bank.  

b) The stage of analyzing statistical data and information: studying them and indicating their 

accuracy and validity for calculating ratios and indicators necessary for the bank’s performance 

appraisal process.  

c) The stage of conducting the evaluation process: using ratios and indicators based on the 

available data.  

d) The stage of analyzing the results of the assessment: indicating the extent of success or failure 

that accompanied the bank’s performance, with an inventory and identification of the deviations that 

occurred in the bank’s activity, and then explaining their causes, and developing solutions to address 

these deviations to ensure an optimal performance of the bank.  

e) The stage of following up the corrective operations for the deviations that occurred in the 

bank’s activity, providing the necessary conditions that encourage the achievement of the required 

performance, and benefiting from the results of the evaluation in order not to repeat mistakes in the 

future. (Saliha & Zidan, 2021)  

4. Practical part: 

4.1. Study indicators: 

4.1.1. Electronic (real-time) settlement systems:  

On May 11, 2010, the Central Bank management issued a circular to all retail banks operating in 

the Kingdom of Bahrain regarding withdrawals and deposits of amounts that will be made through 

the real-time settlement system (RTGS) starting from June 1, 2010, which requires all retail banks to 

provide sufficient amounts in Their accounts with the Central Bank while making withdrawals, as 

the amounts will be deducted directly from their accounts. On the first of June, withdrawals and 

deposits of amounts were implemented through the real-time settlement system (RTGS).  

The Central Bank management supervises the payment and settlement systems and ensures their 

integrity, which are classified as follows: (Central Bank of Bahrain) 

A) Important Regular payment systems such as (RTGS) and (SSS):  

• Inter-Bank Payments and Settlement System (RTGS): through which all bank transfers 

between retail banks are made instantly, and the Real Time Gross Settlement System also allows 



The impact of the Real Time Gross Settlement System (RTGS) on the financial performance of Bahraini banks 

(2012-2021) - Standard Study –                                                             SOFIA. ZEMMIT and ISMAIL. DAHMANI 

Journal Of North African Economies       EISSN: 2588-1930    ISSN: 1112-6132        Vol: 21 / N°:37- 2025,   P:45-62 

52 
 

transfer and settlement of customer operations, and the real-time system is capable of settling in 

multiple currencies through direct electronic operations Straight Through Processing (STP).  

B) Bahrain Electronic Check Clearing System (BCTS): It came into operation in cooperation 

with The Benefit Company on May 13, 2012. Where checks submitted for payment to the bank are 

scanned, the customer deposits the check, and then the electronic images and information of the 

check are transferred through the system instead of From sending the check manually to the BCTS 

Clearing House, then the clearing and settlement process is done based on the electronic images and 

information of the checks sent.  

C) Electronic Transfer System (EFTS): It is one of the low-value payment systems that 

includes displaying electronic invoices and payment under the names of Fawri, Fawri+, and 

Fawateer.  

4.1.2. Indicators of financial performance of Bahraini banks:  

Below we will present the most important indicators used in evaluating bank performance and 

approved in our study:  

a) Measuring profitability: The profitability of banking-type institutions, similar to the rest of 

the institutions, is measured using a set of rates that highlight the efficiency of the bank in terms of 

achieving profits from the invested funds.  

One of the most important is the rate of Return on Assets (ROA), which is the ratio between net 

income to total assets. In our study we focus on: 

• The Ratio of Return on Equity (ROE): It is the ratio between net income to equity, and it 

measures the productivity of equity only from capital, reserves and undistributed profits, where: The 

ratio of return on deposits is net profit after tax to total deposits. Therefore, it is preferable to take 

the rate of return on resources. (Fawzi & El Tijani, 2015)  

b) Measuring liquidity: Liquidity indicators measure the bank's ability to convert its assets into 

cash without exposure to large losses, which proves its ability to meet its short-term obligations. In 

addition to the ratio of loans to deposits: which refers to the percentage of bank loans financed 

through deposits, (Aissa, Fadili , & Ezzedine , 2021) We will focus on:   

• The Legal Liquidity Ratio (LR): It represents a measure of the ability of primary reserves 

and secondary reserves to fulfill the financial obligations owed by the bank in various 

circumstances, as the higher the legal liquidity ratio, the greater the bank’s liquidity, which is: 

Liquidity Ratio = (Cash and gold in the bank + balances with the central bank + commercial or 

financial papers and investments + treasury bills Statutory / Total deposits + amounts borrowed 

from the central bank + bank dues + checks, letters and remittances due ) X 100 

(Al-Karwi, 2018) 

c) Measurement of Capital Adequacy (solvency): This ratio measures the extent of the bank's 

ability to absorb losses resulting from lending and investment operations based on the ownership 
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right available to the owners of the bank. The Capital Adequacy Ratio is included in this indicator, 

as the capital is subject to the following minimum requirements:  

- Ordinary shares must constitute at least 4.5% of the risk weighted assets.  

- Capital must constitute at least 6% of the risk weighted assets.  

- Capital tier 1+ capital tier 2 (i.e. total regulatory capital) must constitute at least 8% of risk 

weighted assets, excluding capital reserves according to Basel III. (Central Bank of Saudi Arabia, 

2022)  

• The basic regulatory capital ratio: It consists of the book capital and some provisions, 

reserves and other financial instruments, which banks must maintain to face the risks they 

are exposed to, which is determined legally by the supervisory or control authorities. 

(Mahmoud Ismail & Mansour Hamed , 2021)  

d) Asset quality indicators: A group of ratios can be used to predict the state of financial 

hardship, which measures the bank’s ability to fulfill its obligations towards creditors. It is called 

leverage ratios, which contribute to estimating the possibility of financial hardship. It represents the 

non-performing debt coverage ratio: that is, loans that are no longer realized. The bank has 

interest income as a result of the possible inability of the bank to collect loans, which makes the 

bank allocate funds to face this default. (Chikou, 2017)  

In our research, we will rely on: 

• The Non-performing Debt/Partners Ratio (NPLS): It is the percentage that each 

shareholder bears from the risks resulting from non-performing loans or non-performing debts that 

the bank could not cover with its provisions.  

4.2. The practical study: The relationship between the study indicators  

4.2.1. Study variables and model:  

The aim of this standard study is to test the effect of the rate of the Real Time Gross Settlement 

System (RTGS/ASTS) on the financial performance of Bahraini banks (asset quality, profitability, 

liquidity) by taking one indicator that expresses the mentioned financial performance indicators 

during the years (2012-2021), depending on Annual data covering 10 observations obtained from 

the Bahrain Statistical Bulletin, in addition to the reports of the Central Bank of Bahrain and by 

estimating the relationship between the study variables that were classified according to their nature 

to:  

a) The independent variable:   

• Rate of the Real Time Gross Settlement System (RTGS): It represents the percentage of 

transactions that are carried out through the Automated Gross Settlement System to the total number 

of total electronic settlement systems operations in the State of Bahrain.  

b) The dependent variables:   
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• Asset quality: This is expressed by the index of the un-hedged portion of Non-performing 

Loans to shareholder ratio (NPLS).   

• Profitability: It is expressed as Return on Equity (ROE).   

• Liquidity: It is expressed by the indicator of the Legal Liquidity Ratio (Liquidity Ratio: LR). 

4.2.2. Estimating statistical models using EViews10 software:  

Independent variable: 

𝑋 = 𝑋1,         Rate of the Real Time Gross Settlement System ∶ 𝑅𝑇𝐺𝑆 

 

Dependent variables: indicators of financial performance of banks.  

𝑌 = {

𝑌1,    Un − hedged portion of Non − performing Loans to shareholders ratio: 𝑁𝑃𝐿𝑆 

𝑌2,                                                                                                      Return on Equity    ∶ 𝑅𝑂𝐸 

𝑌3,                                                                                                       Legal Liquidity Ratio ∶ 𝐿𝑅
 

 

 
In the process of estimating the model, we use the method of least squares to estimate the 

relationship between the variables in the long run according to the following model:  

𝑦 = 𝛼 + 𝛽. 𝑋 + 𝜀𝑡 
a) The first model: estimating the relationship between the Rate of the Real Time Gross 

Settlement System (RTGS/ASTS) and the indicator of the un-hedged portion of Non-performing 

Loans to shareholders ratio (NPLS).  

b) The second model: estimating the relationship between the Rate of the Real Time Gross 

Settlement System (RTGS/ASTS) and the Return on Equity (ROE) indicator.  

c) The third model: estimating the relationship between the Rate of the Real Time Gross 

Settlement System (RTGS/ASTS) and the Legal Liquidity Ratio (LR) indicator. 

𝑁𝑃𝐿𝑆 = 𝛼 + 𝛽1. 𝑅𝑇𝐺𝑆 + 𝜀𝑡 

𝑅𝑂𝐸 = 𝛼 + 𝛽2. 𝑅𝑇𝐺𝑆 + 𝜀𝑡 

𝐿𝑅 = 𝛼 + 𝛽3. 𝑅𝑇𝐺𝑆 + 𝜀𝑡 
5. RESULTS AND DISCUSSION:  
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The first model:     𝑁𝑃𝐿𝑆 = −13.0625 + 0.2256 𝑅𝑇𝐺𝑆  
Student's test:  t-Statistic >2.306      The model is statistically acceptable 

 
 

BRosh test:     Prob Chi-Squar > 5 %  The model is statistically acceptable 

 
Fisher's test:      Pro (F-statistic) < 5%.     The model is statistically 

valid  

 

 
Durbin-Watson test: The model is acceptable because: 

 Durbin-Watson stat Є[0.70- 1.64]  

 

Variation of variance test:  using ARCH autoregressive conditional stability-

of-variance test:

 
We note that the statistic: Prob.Chi-Square(1) >10% means that: The 

computed value is Obs*R-squared < the tabular value, and from it we accept 

the null hypothesis, that is, the stability of the variance of the limit of random 

error in the estimated model. That is to say, the model is statistically valid.  
Source: Prepared by the researchers, based on the outputs of the E-Views 10 program.  
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The second model:     𝑅𝑂𝐸 = 0.0764. 𝑅𝑇𝐺𝑆 
Student's test:    t-Statistic test >2.306 The model is statistically acceptable.  

 

BRosh test: Prob Chi-Squar > 5% The model is statistically acceptable  

 
Since the constant α = 0, we pass the Fisher test to the Durbin-Watson test.  

 

Durbin-Watson test: The model is acceptable because:  

Durbin-Watson stat Є[2.68–3.12]  

 

Variance-of-variance test: using ARCH autoregressive conditional 

stability-of-variance test:  

 
We note that the statistic: Prob.Chi-Square(1) >10% means that:  

The computed value is Obs*R-squared < the tabular value, and from it 

we accept the null hypothesis, that is, the stability of the variance of the 

limit of random error in the estimated model. That is to say, the model is 

statistically valid.  

Source: Prepared by the researchers, based on the outputs of the E-Views 10 program.  
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The third model:     𝐿𝑅 = 54.4124 − 0.3808 𝑅𝑇𝐺𝑆 
Student's test:    t-Statistic >2.306     The model is statistically 

acceptable  

 

BRosh test: Prob Chi-Squar(1) > 5%   The model is statistically acceptable  

 
Fisher's test:      Pro (F-statistic) < 5%.     The model is statistically valid  

 

 
Durbin-Watson test: The model is acceptable because:  
Durbin-Watson stat Є[2.36- 3.3]  

 

Variation of variance test:  using ARCH autoregressive conditional stability-of-

variance test: 

 
We note that the statistic: Prob.Chi-Square(1) >10% means that:  

The computed value is Obs*R-squared < the tabular value, and from it we accept the 

null hypothesis, that is, the stability of the variance of the limit of random error in the 

estimated model. That is to say, the model is statistically valid.  

Source: Prepared by the researchers, based on the outputs of the E-Views 10 program.  
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5.1. Results:  

From the conclusions of our standard study, we find: The positive effect of the rate of the Real 

Time Gross Settlement System (RTGS) on the financial performance indicators of Bahraini banks in 

general, as:  

- The (RTGS) rate enhances the Profitability of Bahraini banks, and this is evident in the 

positive relationship between it and the Return on Equity (ROE) index.  

- Bahraini banks' use of the Real Time Gross Settlement System (RTGS) increases lending 

operations, and this in turn reduces banks' Liquidity and limits investment operations in deposits. 

This is what our study showed, as the (RTGS) rate causes a decrease in the Legal Liquidity Ratio 

(LR) by 0.3808%. It is a small percentage that does not significantly affect the fixed Legal Liquidity 

Ratio of 54.4124%.  

- Bahraini banks allocate part of the funds to face the risks of Non-performing Loans (Debts) out 

of the shareholder profit rate (NPLS), which is 13.0625%. But the adoption of the Real Time Gross 

Settlement system (RTGS) contributes to reducing this part of the provisions by 0.2256%, which 

raises shareholder profits by the same ratio.  

- As a general result of our standard study, the use of the Real Time Gross Settlement System 

(RTGS) in the Bahraini banking sector falls within the framework of its activity, which is based on 

three main characteristics: Profitability, Liquidity, and Safety, according to the mentioned economic 

theories that explain banking work.  

All these results support the first hypothesis of the study, as the study proved  that the rate of the 

Real Time Gross Settlement System (RTGS) affects the financial performance indicators of 

Bahraini banks positively. 

5.2. Economic analysis of statistically acceptable models in the study of the impact of the Real 

Time Gross Settlement System (RTGS):   

• The first model: According to the first model, the rate of the Real Time Gross Settlement 

System (RTGS) positively affects the ratio of the un-hedged portion of Non-performing Loans to the 

shareholder ratio (NPLS). If the rate of (RTGS) increases by 1%, it results in an increase in the ratio 

(NPLS) of 0.225. This means that each contributor bears 0.225% of the risk of Non-performing 

Loans (non-performing debts), but in the event that the (RTGS) rate is absent, the average ratio of 

(NPLS) is -13.06%, meaning that each contributor avoids bearing the risk of Non-performing Loans 

at a rate of 13.06%, which represents the provisions of banks to face any emergency default, and this 

is evident from the activity of banks in general, which depends on lending operations as a basic 

activity. As these operations increase, the risk of non-payment, that the shareholders bear and which 

the banks cannot face with their provisions, also increases. The contrary is also correct.   

• The second model: According to the second model, the rate of the Real Time Gross 

Settlement System (RTGS) has a direct positive impact on the rate of Return on Equity (ROE), as if 

the rate of (RTGS) increases by 1%, it results in an increase in the rate (ROE) estimated at 0.076%. 

The Real Time Gross Settlement System (RTGS) contributes positively to the profitability of 

Bahraini banks from capital, reserves and undistributed profits. This is consistent with the economic 
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theory and the results of previous studies, as the operations of the Real Time Gross Settlement 

System (RTGS) have a positive impact on enhancing the profitability of banks.   

• The third model: According to the third model, the rate of the Real Time Gross Settlement 

System (RTGS) adversely affects the Legal Liquidity Ratio (LR) by 0.38%. An increase in the rate 

of the Real Time Gross Settlement System (RTGS) by 1% is reflected in the Legal Liquidity Ratio 

(LR), with an estimated decrease of 0.38%. However, if the rate of the Real Time Gross Settlement 

System (RTGS) equals zero, then the average Legal Liquidity Ratio (LR) remains constant at 

54.412%. This is the percentage that the local and international control and supervision authorities 

were keen to maintain, as it represents the ability of primary reserves and secondary reserves to 

fulfill the financial obligations owed by banks, in various circumstances. This is the Evidence that 

the statistical model proves the internationally existing economic theory.  

6. CONCLUSION and Recommendations:  

6.1. CONCLUSION: 

Banks seek to provide distinguished services of quality commensurate with the technological 

requirements of their customers, which contributes to the innovation of modern banking financial 

techniques that help in the settlement of bank transactions in real time.  

The Bahraini banking sector is one of the most prominent international and Arab experiences in 

the field of banking financial innovation. The Bahraini automated electronic Real Time Gross 

Settlement System (RTGS) is one of the innovative systems that are successful in completing 

various transactions, whether between customers or between banks, as it saves effort and saves time.  

Through our standard study, we tried to determine the impact of the rate of the Real Time Gross 

Settlement System (RTGS) on the financial performance of Bahraini banks. We found the efficiency 

of the system (RTGS) in achieving good financial achievement by achieving the main objectives of 

Bahraini banks (profitability, liquidity, safety). It is fulfilled through its positive impact in enhancing 

Profitability (ROE) and supporting banks' security towards the risks of Non-payment (NPLS). This 

will often not be achieved if banks focus on preserving their Liquidity. Therefore, we found the 

negative effect of the (RTGS) system on the Legal Liquidity Ratio (LR), but it is a very small 

negative effect commensurate with requirements for the continuity of the activity of Bahraini banks. 

6.2. Recommendations:  

- The Real Time Gross Settlement System (RTGS) is one of the most important systems used in 

the Bahraini banking system, which has proven effective in achieving the sector’s goals with a small 

percentage of Profitability, Liquidity and maintaining bank Security, but it has a positive impact on 

that, and this counts in favor of Bahraini banks, especially since the system helps to clear financial 

liabilities among financial clients in a record period.  

- The Real Time Gross Settlement System (RTGS) is an experience that must be exploited to 

develop similar systems in other Arab countries to take advantage of its many advantages over 

various parties to financial transactions, especially Algeria, and why not be more innovative, 

developed and easy by urging qualified youth to financial innovation.  
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- The Real Time Gross Settlement System (RTGS) includes securities clearing, and therefore it 

can be considered an integrated system that works in coordination between two fields: bank cash 

and the financial market. This stimulates countries that are somewhat behind in the financial field to 

take a brave step in activating stock exchanges that are unable to keep pace with financial, monetary 

and economic developments. 
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6. Appendices: 

➢ The first model:     𝑁𝑃𝐿𝑆 = −13.0625 + 0.2256 𝑅𝑇𝐺𝑆 

 

 

 

 

 

 

 

 

➢ The second model:     𝑅𝑂𝐸 = 0.0764. 𝑅𝑇𝐺𝑆 
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➢ The third model:     𝐿𝑅 = 54.4124 − 0.3808 𝑅𝑇𝐺𝑆 

 

 

 

 

 

 

 

 

7. Citations1: 

 
1- Should be at the end of the document (Endnotes) 

  

 

 


