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The Effect of Financial Inclusion on the Jordanian Banks’ Profitability
During the Period (2008-2019)
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Abstract:

The main aim of the current study was to detect the impact of financial inclusion’ indicators on
Jordanian banks’ profitability using annual data of 13 commercial banks from 2008 to 2019. To
achieve this goal we used the following different models of panal data (Pooled OLS, Fixed and
Random effect).

We found a significant impact of FI on banks’ profitability when measured by net interest margin
and ROA, although our study displays different results when considering the effect of FI variables
separately. Thus, FI contributes to enhance the banks’ profitability.
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Variables Obs Mean Standard Min Max
Deviation
NIM 156 0.050179 0.087434 0.00332 0.627224
3
ROA 156 1.237673 0.491791 - 2.506000
0.166000
ROE 156 15.44690 83.67421 - 1053.000
1.448000
SMEs credits 156 12%* 0.197730 1%* 72%*
SMEs 156 9%** 0.117357 1%** 65%**
deposit
Credit Cards 156 11115878 20233442 29838 155234146
ATMs 156 86.04516 67.87903 15 256
Branches 156 48.59615 32.91353 9 130

(*) Percentage from the total credits,
(**) Percentage from the total deposits.
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Variables NIM SMEs SMEs Credit ATMs | Branche
Credits Deposit Cards S

NIM 1

SMEs 0.0259 | 1

credits

SMEs - 0.1757 1

deposit 0.0656

Credit 0.0827 | -0.0407 -0.0847 1

Cards

ATMs 0.0188 | -0.0191 -0.1335 -0.0402 1

Branches | 0.0035 | -0.0192 -0.1197 -0..0286 | 0.9116 1
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Variables NIM SMEs SMEs Credit | ATM | Branche
Credits Deposit Cards S S

NIM 1

SMEs 0.0259 1

credits

SMEs - 0.1757 1

deposit 0.0656

Credit 0.0827 -0.0407 -0.0847 1

Cards

ATMs 0.0188 -0.0191 -0.1335 -0.0402 1

Branches 0.0035 -0.0192 -0.1197 | -0..0286 | 0.911 1
6
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Variables ROE SMEs SMEs Credit | ATMs | Branche
Credits | Deposit | Cards S

ROE 1

SMEs -0.0463 1

credits

SMEs -0.0625 | 0.1757 1

deposit

Credit -0.03 -0.004 0.1757 1

Cards

ATMs -0.05 -0.02 -0.1335 | 0.0403 1

Branches -0.08 -0.0192 -0.12 -0.026 | 0.9116 1

Prob> of mop . odll 3 A2 3 Joad! 3 slans il 3 52 5 1 3L Breusch-Pagan e plasea ¢
OF o Ja &5 75 e el vl sdn Il Je 352 5 1 £3La 0.0013 5 0.000 5 0.0855 (55t Chi2
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Variables NIM

Coefficient t-Test Std. Error

Intercept (5.7219) (6.9612) 0.8219
0.0000***

SMEs credits (0.002530) (0.397972) 0.006358
0.6912

SMEs deposit (0.007727) (1.113975) 0.006937
0.2671

Credit Cards (0.1860) 3.7089 0.0501
0.0003***

ATMs 0.012652 0.683147 0.018520
0.4956

Branches (0.016655) (0.806858) 0.020642
0.4210
Adj R? 0.1146
Sum squared resid 54.4761
Df 155
F-statistic 5.01569
Prob (F-statistic) 0.0002***
Observations 156

NIM 1as Lzl bt g5 Significant at 1907, 5%**, 10% 1w &gl cila>Se
oAl Y Clall Senty e lly Sprall SS2) 295 5 dlandly Sl SIS Wlag S Lo W) s gl
23S NIM plasecat e ¢ JIsdh Lo 0.4210 5 0.4956 50.6912 5 P 0.2671 : ;055 P 2t ssme 18
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Fixed Effect Model (2) ot 41 gl 350t pus it 16 o3y Jguond)

Variables ROA
Coefficient t-Test Std. Error

Intercept 4.780512 5.168322 0.924964
0.0000***

SMEs credits 0.013422 0.454721 0.029518
0.65

SMEs deposit (0.050830) (1.435844) 0.035401
0.1533

Credit Cards (0.015978) (0.474781) 0.033653
0.6357

ATMs 0.302767 2.539443 0.119226
0.0122**

Branches (1.059718) (4.255892) 0.249
0.0000***

Adj R* 0.5

Sum squared resid 18.76758

Df 155

F-statistic 8.097239

Prob (F-statistic) 0.0000***

Observations 156
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Variables

ROE

Coefficient t-Test Std. Error

Intercept (5.100325) (0.044143) 1155411
0.9648

SMEs credits 0.852466 0.136513 6.244587
0.8916

SMEs deposit 6.516337 0.136513 6.812981
0.3404

Credit Cards (4.222182) (0.598679) 7.052496
0.5503

ATMs 22.22449 1.221847 18.18926
0.2237

Branches (38.59350) (1.903623) 20.27371
0.0589*

Adj R* 0.028838

Sum squared resid 1053917

Df 155

F-statistic 0.890844

Prob (F-statistic) 0.488900

Observations 156
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1 Gk
Multicollinearity Test saaelt byt jlest :AL (3) Jgur
variables VIF
SMEs credits 1.034
SMEs deposit | 1.056
Credit Cards 1.035
ATMs 6.057
Branches 6.043
Mean VIF 3.045
12 gde
Heteroskedasticity Test jwbxdl pus jlast (A2 o3y Jour
Breush Pagan LM Chi-Sq. Prob
Model 1 95.61768 | 0.0855
Model 2 141.2698 | 0.0000
Model 3 121.1767 | 0.0013
:3&;1.»
Hausman Test clewgs szt (A3 o3y Jguor
Hausman test Chi-Sq. Prob
Model 2 15.22322 | 0.0094
8
Model 3 2.977137 | 0.7035
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