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The effects of bank concentration on financial stability
(An applied study on Saudi banks)
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Abstract:

The study aimed to identify the effects of bank concentration on
financial stability, an applied study on Saudi banks. The study used a bank
concentration as independent variable, measured by two indicators, the
concertation of the biggest three banks, and Lerner index. The study
dependent variable financial stability measured by credit risks (non-
performing loan ratio) and (provision decline value ratio) of traditional bank
activities and modern activities. The sample of the study are commercial
banks of eight banks, for the period of (2013-2020). To test the main
hypotheses of there are statistically significant between bank concentration
and financial stability, the study applied descriptive statistics, Hausman test,
and multiple linear regression to test the hypotheses. The study’s results, a
significant impact of bank concentration on bank’s traditional activities
credit risks (provision decline value ratio) as positive significant impact, and
negative significant impact on (non-performing loans ratio).Moreover,
bank’s modern activities as off balance sheet activity credit risk the study
found a negative significant at low level. The study recommends banks
needs to develop their activities to reduce bank concentration in the bank
industry. Avoid increases of credit risks as shows impact on financial
stability in the bank industry.

Keywords: financial risks, credit risks, Bank concentration, commercial
Banks
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Chi-Sq. Statistic (P-value) agiaisy

Cross-section random 12.33 0.015
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Variable coefficient t-Statistic prob.
Constant 0.990057 768.8467 0.0000
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R? 0.259888
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D.W 2.142763
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Chi-Sq. Statistic

(P-value) agiaiay

Cross-section random

3.936534

0.6853
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Chi-Sq. Statistic (P-value) agiaiay
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