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SUMMARY

Study Objective:

This study aims to measure the impact of credit risk and diversification
on the profitability of banks in Saudi Arabia, taking into account other
variables that influence bank profitability during the period from 2018
to 2022. The research relies on data from Islamic and commercial
banks in Saudi Arabia, totaling twelve banks (four Islamic banks and
eight commercial banks). The study revolves around measuring the
impact of credit risk and diversification on bank profitability, which is
expressed by the following indicators: Return on Equity (ROE)Return on
Assets (ROA)The methodology used for analysis is the Multiple Linear
Regression model. Keywords: Credit Risk, Bank Profitability, Return on
Equity, Return on Assets, Diversification, Bank Size, Interest Rate. Key
Findings: Our research on "The Impact of Credit Risk and
Diversification on Bank Profitability" concluded that the variables
explained 35% of the dependent variable, indicating the existence of
other variables not addressed in the study. We also found that
diversification has a negative impact on bank profitability as measured
by "Return on Assets" and a positive impact on "Return on Equity."
Additionally, there is a negative impact of credit risk on bank
profitability as measured by both "Return on Assets" and "Return on
Equity" Furthermore, the interest rate ("SAIBOR") and the size of bank

assets were found to have no significant impact on bank profitability.
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Variable Coefficient (Std. Error |t-Statistic Prob.
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R-squared 0.353383 Mean dependent var | 0.018607
Adjusted R-squared 0.306356 S.D. dependent var 0.008081

S.E. of regression 0.006731 Akaike info criterion |-
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Sum squared resid 0.002492 Schwarz criterion -
6.910132

Log likelihood 217.5398 Hannan-Quinn criter. |-
7.016393
F-statistic 7.514525 Durbin-Watson stat 1.253752

Prob(F-statistic) 0.000067
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