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Estrutura teorica: O indice de razdo financeira é usado pela Alhayali e Albutma (1996) para comparar o total de
Ativos com o patrimdnio liquido e avaliar se os proprietarios tém direitos suficientes para continuar investindo em
ativos fixos.

Concepgado/Metodologia/Abordagem: O estudo analisou varios dados de regressao linear de varidveis
econdmicas e dados de desempenho em bancos islamicos durante o periodo 2005-2021.

Concluses: As conclusdes demonstraram que 0s parametros econdmicos, a excecao da oferta de moeda, estdo
negativamente relacionados com a solvéncia do capital de exploracdo (rendimento dos ativos, rendimento dos
depositos e racio de adequacgdo dos fundos proprios). E a balanga de pagamentos tem um efeito positivo.
Pesquisa, implicagbes praticas e sociais: O pesquisador sugeriu que o governo deveria reduzir as taxas de
crescimento da divida publica, inflacdo e taxa de desemprego, aumentando a balanga de pagamentos e a oferta de
dinheiro através do estabelecimento de projetos que sdo caracterizados pelo trabalho, e sdo financiados por bancos
islamicos.

Originalidade/Valor: A melhoria do capital de exploracéo resulta de um aumento nos projetos, o0 que por sua vez
levara a um aumento no emprego, fluxo de caixa, uma melhoria nas exportacoes e na balanga de pagamentos, uma
diminuicdo no desemprego e inflacdo, e, portanto, uma melhoria na capacidade do capital de exploracg&o.

Palavras-chave: Solvéncia do Capital de Giro, Variaveis Macroeconémicas, Bancos Islamicos.

MEJORA DE LA SOLVENCIA DEL CAPITAL CIRCULANTE DE LOS BANCOS ISLAMICOS BAJO
VARIABLES MACROECONOMICAS

RESUMEN

Obijetivo: El objetivo de este trabajo es examinar el impacto de variables macroeconémicas como el crecimiento
de la deuda publica, la inflacion, la oferta monetaria, la balanza de pagos y la tasa de desempleo sobre la solvencia
del capital de trabajo de los bancos islamicos en Jordania.

Marco tedrico: El indice de ratio financiero es utilizado por Alhayali y Albutma (1996) para comparar el total de
Activos con el patrimonio y evaluar si los propietarios tienen suficientes derechos para seguir invirtiendo en activos
fijos.

Disefio/Metodologia/Enfoque: El estudio analiz6 datos de regresion lineal maltiple de variables econémicas y
datos de desempefio en bancos islamicos durante el periodo 2005-2021.

Hallazgos: Los hallazgos demostraron que los parametros econdémicos, con excepcion de la oferta monetaria,
estan negativamente correlacionados con la solvencia del capital circulante (rendimiento de los activos,
rendimiento de los depositos y ratio de adecuacion del capital). Y la balanza de pagos tiene un efecto positivo.
Investigacion, implicaciones practicas y sociales: El investigador sugirié que el gobierno deberia reducir las
tasas de crecimiento de la deuda publica, la inflacion y la tasa de desempleo, aumentando la balanza de pagos y la
oferta de dinero a través del establecimiento de proyectos que se caracterizan por la mano de obra, y se financian
a través de los bancos isldmicos.

Originalidad/Valor: La mejora del capital circulante se produce como resultado de un aumento de los proyectos,
lo que a su vez dard lugar a un aumento del empleo, el flujo de caja, una mejora de las exportaciones y la balanza
de pagos, una disminucién del desempleo y la inflacion, y por lo tanto una mejora de la capacidad del capital
circulante.

Palabras clave: Solvencia del Capital de Trabajo, Variables Macroeconémicas, Bancos Islamicos.

INTRODUCTION

Islamic financial institutions first appeared at the beginning of Islamic history, when
Prophetic hadiths and Qur'anic verses forbade usury trading and prohibited exploitation,
monopoly, and transactional fraud. One of the most significant indicators of the development
of the Islamic economy, which is a vital aspect of constructing and supporting the national
economy, is the general public's interest in Islamic banks, particularly among Muslims. It

provides the necessary finance, investments, and financial services to enable people,
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organizations, and governments to achieve the optimal size of working capital, that is, the
optimal size of current assets that can be quickly converted into cash during the fiscal period or
the optimal size of the difference between current assets and current liabilities. Adequacy
indicators frequently control total deposits, assets, liabilities, and property rights to optimize
earnings while lowering risks.

Capital represents the ability of working capital to establish safety and durability in
banks' financial centers and thus achieve a high level of stability in the banking industry. Capital
is the reinforced shield that protects depositors' money from unforeseen losses. By increasing
the solvency of the capital, the spread of confidence in the bank's performance and distribution
of banking services is increased. This amount of capital must be as small as possible for the
remainder to be invested in the bank's profit-making processes, which means the bank's ability
to meet all of its obligations at any given time (Abad-Gonzalez, 2018).

As a result, maintaining the integrity of regulations and the soundness of Islamic banks'
positions is dependent in part on whether operating capital is adequate. It refers to a barrier that
prevents any unforeseen loss to which the bank may be exposed from influencing depositors'
money. The capital adequacy requirement was one of several indicators of solvency established
by the Basel committee in this context. However, the standard had numerous flaws, prompting
the Basel committee to revise it in Basel 2 and, finally, in Basel 3 in June 2011(Basle 3, 2011).

The most important of these are, first, the indicator of deposit return from equity, i.e.,
the bank's ability to cover is withdrawn from the bank's capital, and the percentage of deposits
must not be less than Equity to total deposits of 10%, which were proposed indicators to
measure solvency that was adopted in this study to improve the bank’s ability to absorb shocks
(Sultan, 1989). Second, the equity-to-total-assets ratio is not optimal, and the equity index
evaluates the bank's ability to meet its needs regardless of its resources. The larger the ratio, the
greater the implication. This is due to the bank's strong financial position. The financial ratio
index is used by Alhayali and Albutma (1996) to compare Total Assets to Equity and assess
whether the owners have enough rights to keep investing in fixed assets (Fouad, 1995).

LITERATURE REVIEW
A summary of the studies that dealt with the issue of the solvency of working capital
and macroeconomic variables will be presented, arranged according to the date of their

publication, newest and oldest, as follows:
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Alsharif (2023) examined the impact of macroeconomic variables (economic growth,
public debt growth, inflation, foreign direct investment, and balance of payments) on the
performance of Islamic banks (return on assets, return on equity, and return on equity). The
study used multiple linear regression analyses of periodic data for Jordanian Islamic banks in
Jordan during the period (2007-2021). The findings demonstrated a positive correlation
between macroeconomic factors and performance, except for foreign direct investments, which
have a negative effect on performance because they require the use of external financial
resources.

Hussain et al. (2021) explored the interaction effect of macroeconomic indicators and
working capital management on financial performance in a very developing economy. Using
the static and dynamic approach to panel analysis, it's been shown that there's a relationship
between the components of working capital management (net income, and the duration of
money transfer). Second, while interest rates used as an interaction variable with average
paydays have negative effects, the company's performance will decline if interest rates increase.
There's a negative relationship between the gross profit margin within the simple regressive
rate of exchange and also the cash conversion cycle while using the second interaction variable
with the cash conversion cycle, which has positive effects.

Dahiyat et al. (2021) studied the impact of liquidity and solvency management on the
financial performance of Jordanian manufacturing companies listed on the Amman Stock
Exchange from 2010 to 2019. Company size was used as a control variable. The study uses
return on assets (ROA) and earnings per share (EPS) to measure financial performance. The
current ratio and total debt to total assets were used as proxies for managing liquidity and
solvency, and correlation analyses and multiple regression were applied to analyze the data.
While the results indicate that there is a significant negative impact of solvency on performance.
In light of the results, the study suggests increasing investments in corporate assets by focusing
on internal financing.

Anggraeni et al. (2021) found out whether liquidity, non-performing assets, sensitivity,
and efficiency have an impact on the profitability and capital of Indonesian state-owned banks.
A random sample of public banks was used for the period from 2014 to 2019. According to the
results of this study, liquidity had a significant positive effect on capital but had no significant
effect on profitability. The quality of productive assets as indicated by the ACA and NPL ratios
did not affect profitability or capitalization. Or in terms of efficiency, that is, in the event of an
economic recession, the liquidity ratio is high, and thus economic factors have an adverse effect
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on solvency. Both Open Educational Resources and FBIR had a significant impact on
profitability and capital.

Andhika et al. (2021) determined the extent to which CAR, NPL, BOPO, Management
Assessment, ROA, and ROE influence the amount and distribution of credit. The study used
time series data for financial statements published for 54 rural banks in North Sumatra,
Indonesia from 2016 to 2019, and also used Chow and Hausman tests. The results showed that
non-performing loans, management valuation, and return on equity had a significant impact on
the amount of credit, while CAR, OEOI, and ROA variables had a negative effect on credit
distribution. The results also indicated that banks with a high rate of non-performing loans,
management valuation, and return on equity are more aggressive in controlling working capital.

Nguyen (2020) conducted a study on the financial statements of 38 economic groups
listed on the Vietnamese stock market for the period 2009 - 2019 and aims to provide empirical
evidence on the impact of working capital management policy on performance at all stages of
the economic cycle of the Vietnamese economy. The study uses the FGLS estimation method
with two dependent variables, ROA and GOP, independent variables including INV, AR, AP,
and CCC, and a dummy variable representing different stages of the economic cycle. The
results showed the negative effects of the economic crisis on the performance of economic
groups. The study also shows that the number of short-term asset cycles has a positive impact
on operational efficiency, and the level of debt utilization has a negative impact on operational
efficiency.

The effect of asset management on the performance of Iranian industrial enterprises was
explored by Soukhakian and Khodakarami (2019), with a focus on the function of inflation and
GDP variables. This study uses an ordinary method of the least squares with coverage from
2010-2016. The results show that the cash conversion cycle is negatively associated with the
return on assets and also the refined quantity added. That is, the shorter the time between
spending for the acquisition of raw materials and, therefore the collection of receivables on
goods sold, the upper the performance. However, macroeconomic variables are positively and
significantly associated with the return on assets, but only inflation is significantly associated
with the return on assets and refined quantity added. Moreover, macroeconomic factors don't
modify the link between working capital management and company performance.

Akbar et al. (2018) looked at the effect of macroeconomics, capital structure, and
liquidity on bank performance. This study uses a quantitative method approach to realize the
objectives and answer the research questions and test the hypothesis that has been developed,
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The population during this study is foreign banks listed in the 2007-2016 period, as many as 10
banks (cross-section), The results show that there's a big influence of the macroeconomic factor,
capital structure and liquidity on the performance of foreign banks in Indonesia (return on
assets), and therefore the rate incorporates a significant impact on the return on equity.

Abad-Gonzalez et al. (2018) attempted to find the determinants of banking solvency in
the European Union. The endogenous variable is defined as the capital ratio determined by
stress tests. Both internal (financial ratios and sovereign debt exposures) and external
(macroeconomic indicators) variables are proposed as covariates. The results reveal that
capitalization, earnings, asset structure, and exposure to P1IGS (Portugal, Italy, Ireland, Greece,
and Spain) sovereign debt are significant among the former, and economic growth, interest and
exchange rates, and real estate prices among the latter.

Widyastuti et al. (2017) examined the influence of capital management and three
macroeconomic variables (inflation, interchange rate, and interest rates) on the worth of ten
Indonesian Textile Companies from the years 2005-2014. The study used path analysis
techniques to investigate data. Supported statistical analyses, it had been observed that the
exchange rate and interest rate significantly affected the performance and, therefore, the value.
Moreover, the performance wasn't mediated by the effect of the cash conversion cycle, assets
turnover, and inflation on the company’s value, but it successfully mediated the effect of
investment structure, financing structure, liquidity, interchange rate, and interest rates on the
company’s value.

Yenice and Sedat (2015) investigated the link between capital and macroeconomic
variables. Therefore, data for 128 companies that were traded on the Istanbul stock market from
2003 to 2013 were examined, and therefore the level of capital, return on capital, and also the
cash transfer cycle was used as dependent variables. Macroeconomic variables like inflation,
export index, import index, exchange rate, and charge per unit were used. And therefore, the
stock market index, GDP, and gold prices as independent variables. The results of the research
show that the extent of assets is impacted quite others by the exports index and also the
exchange index; The return on assets is significantly influenced by the import index and also
the securities market index; The cash conversion cycle, which represents assets management,
is affected most by the benchmark interest rate, gold prices, and exchange rate.

Celik et al. (2015) investigated how changes in macroeconomic data affected the
networking capital of businesses. For this purpose, it's been calculated net capital of the
commercial market by using its sectoral balance sheet which was issued by the financial
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organization of the Turkish Republic for the period 1996-2014. Later it's been determined
positive and negative trends of the sector’s net capital by years and modeled for inflation,
exchange rates, and interest rates, and also the results showed that macroeconomic variables
don't affect the online capital of the economic market.

Zhang and Daly (2015) examined the impact of bank-specific, macroeconomic,
financial variables, and globalization on the performance of Chinese banks from 2004 to 2010.
The results indicate that banks with lower credit risk, which are well-capitalized, tend to be
more profitable, Macroeconomic variables indicate that financial services in China tend to grow
in tandem with the process. Our results also indicate that greater economic integration through
increased trade and capital in-flows coincides with increased bank profitability. Likewise, firms
remain at their current levels of assets, and thus there's no effect of economic factors on assets.

Abbadi and Abbadi (2013) developed an econometric model and standards were
estimated and supported by panel data for 11 industrial firms for eight years (2004-2011). The
study found that the cash conversion cycle, return on assets, and operating income are
determinants and positively correlated with asset requirements, while leverage and firm size
are important but negatively correlated with working capital requirements. On the other hand,
economic variables rather like the speed of interest and real GDP rate of growth haven't got
much effect on capital. These results are in line with several previous studies for other countries
like Jordan, Brazil, Pakistan, India, Greece, Thailand, Cyprus, and the land.

Corugedo et al. (2011) first documented the behavior of working capital within the
United Kingdom. To understand the results of capital on macroeconomic variables, the DSGE
model was used, which presents a transparent role for the components of capital (net cash,
inventories, and trade credit). That this model produces standard responses to macroeconomic
variables to productivity shocks, and also that financial intermediation shocks, reasonably like
those experienced within the United Kingdom after 2007, have persistent negative effects on
economic activity; These effects are reinforced by reductions in trade credit. Our model also
documents the critical role of monetary policy to offset such shocks.

After reviewing previous studies, we couldn't determine the type of relationship,
positive or negative, or the absence of sway of macroeconomic factors on capital solvency.
Therefore, the foremost hypothesis must be formulated:

There is no statistically significant relationship between the macroeconomic factors;

public debt growth(X1), inflation (X2), money supply (X3), the balance of payments(X4),
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unemployment rate(X5), and capital solvency(Y) in Islamic banks at a serious level of 5%, sub-
hypotheses are derived from it:

1- there isn't any statistically significant relationship between macroeconomic factors

(public debt growth(X1), inflation (X2), money supply (X3), the balance of

payments(X4), unemployment rate(X5), and capital solvency represented (Y1:

shareholder equity ratio/total assets) in Islamic banks.

2- there is not any statistically significant relationship between macroeconomic factors;

public debt growth(X1), inflation (X2), money supply (X3), the balance of

payments(X4), unemployment rate(X5), and capital solvency represented (Y2:
shareholder equity ratio/total deposits) in Islamic banks.

3- there is no statistically significant relationship between macroeconomic factors;

public debt growth(X1), inflation (X2), money supply (X3), the balance of

payments(X4), unemployment rate(X5), and capital solvency represented (Y3: Capital

Adequacy Ratio) in Islamic banks.

The data of Islamic banks were extracted from the banks’ budgets directly and compared
with the financial data within the Amman Financial Market. The knowledge on macroeconomic
factors was extracted from the Department of Statistics and so the financial organization, and
also the study period covered from the beginning of 2005 until the highest of 2021.

MATERIAL AND METHODOLOGY

This study depends on the descriptive approach on the theoretical side, and therefore the
statistical and standard approach on the applied side using some statistical tools, quantification,
and estimation of multiple simple regression equations, counting on the E-Views program and

Excel in analyzing the info of the study variables.

Data and Variables

The study population consists of three Jordanian Islamic banks listed on the Amman
Stock Exchange. The study population was International Islamic Arab Bank, Jordanian Islamic
Bank, and Safwa Bank during the period (2005-2021).

The data on public debt growth(X1), inflation (CPI)(X2), money supply(M2) (X3), the
balance of payments(X4), and unemployment rate(X5) variables were retrieved from the
Central Bank of Jordan website (http://statisticaldb.cbj.gov.jo /Browser/index) whereas the data
on Equity, total assets, and total deposits were from Securities Depository Centre (SDC) of
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Jordan web site(www.sdc.com.jo). As for the variables which we used in our estimation model,
the dependent variables were(Mandipa & Sibindi, 2022):
o Return to assets (Y1): It represents one of the working capital solvency

indicators, and return to assets can be expressed in the following mathematical formula:

. Return to assets (Y1) = (Summation net income after tax for banks / total assets
for banks).
o Return to Deposits (Y2): It refers to one of the working capital solvency

indicators, Return on Deposit can be expressed in the following mathematical formula:
. Return on Deposits (Y2) = (Summation net income after tax for banks / total
deposits for banks).

. Capital Adequacy Ratio (Y3): It is considered one of the working capital
solvency indicators and it measures in the following mathematical formula:

o Capital Adequacy Ratio (Y3) = (Summation Regulatory capital / Summation

risk-weighted assets for banks).

Research Method

To test the validity of the models that were adopted in the study by conducting the
multiple linear regression test, which explains the explanatory ability of the models used,
because the multiple linear regression method is one of the methods in which the relationship
between variables. Accordingly, the formula for each of the study models can be written as

follows:

Y1=B0+B1 X1+B2 X2+ B3 X3+B4 X4+ B5 X5+ U (@)
Y2= B0+B1 X1+B2 X2+ B3 X3+B4 X4+ B5 X5+ U (2)
Y3=B0+B1 X1+B2 X2+ B3 X3+B4 X4+ B5 X5+ U (3)

RESULTS AND DISCUSSION

To analyze data on macroeconomic factors (public debt growth (X1), inflation (X2),
money supply (X3), balance of payments (X4), and unemployment rate (X5)), and the working
capital solvency indicators (Return to assets (Y1), Return to Deposits (Y2) and Capital
Adequacy Ratio (Y3)), the data was entered into the (E-views) program to perform the

following tests:
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Descriptive Statistics

Itis noticed in the first table that the arithmetic mean of the dependent variables (Return
to assets, Return to Deposits, and Assets for net income) are 0.154, 0.175, and 9.430
respectively, and the arithmetic means of the independent variables (public debt growth (X1),
inflation (X2), money supply (X3), balance of payments (X4), and unemployment rate (X5))
are 9.960, 3.506, 25697.056, -1996.375 and 0.140 respectively. When checking the Skewness
values for the data of the independent and dependent variables, we find that most of them have
a normal distribution, because the Skewness values are close to zero and the largest value is
0.719, and this confirms that the data has a normal distribution (Table 1).

Table 1 — Descriptive statistics of variables.

Variables Mean SD Min Max Skewness
Y1 0.154 0.064 0.094 0.340 0.719
Y2 0.175 0.024 0.154 0.227 0.160
Y3 9.430 1.043 7.469 10.690 -0.611
X1 9.960 5.753 1.251 21.593 0.468
X2 3.506 3.647 -0.900 14.000 0.398
X3 25697.056 7927.050 12364.000 37011900 -0.288
X4 -1996.375 762.417 -3344.900 -712.500 -0.024
X5 0.140 0.020 0.111 0.185 0.696

Source: Prepared by the author (2023)

Correlations Matrix

It is noticed through the second table Pearson's correlation coefficient between the
variables for the first, second, and third models, respectively, that the largest value of the
correlation coefficient is 0.567, which is a small value much less than the permissible 0.8, which

means there is no correlation between the variables of the study models (Table 2).

Table 2 — Correlation matrix.

Variables X1 X2 X3 X4 X5
X1 1.000

X2 -0.076 1.000

X3 0.214 0.104 1.000

X4 0.567 0.140 0.249 1.000

X5 -0.423 0.406 0.362 -0.094 1.000

Source: Prepared by the author (2023)

Regression Analysis

The results of the multiple linear relationships test and the multiple regression test
indicate that there are no multiple linear relationships between the independent variables
because the VIP value of the independent variables is greater than (1) and less than 10, and
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when we return to the previous table, we found that the largest value of the correlation
coefficient for the independent variables is 0.567 and this ratio less than 0.800 (Drury, 2008).

It can be seen from the third table that the (DW = 1.643) and the (F = 13.012) computed
value say that the model is suitable compared to the tabular (Durban Watson and F value). We
find that all of the computed (t) values are greater than the t-tabulated values, indicating the
importance of the independent variables statistically. This result confirms that all values are
statistically significant for the independent variables because Sig is less than (0.05) and the
explanatory value of the model is 0.750, which is a high and acceptable value in the model, and
it means that 75% of the changes in working capital solvency Return to assets (Y1) =
(Summation net income after tax for banks / total assets for banks) are caused by A change in
the independent variables (macroeconomic factors: growth in public debt (X1), inflation (X2),
money supply (X3), the balance of payments (X4), and unemployment rate (X5)). To become
the first model (Table 3):

Y1=0.329 - 0.203X1 - 0.104 X2 + 0.598X3 + 0.265X4- 0.121X5 + U (1)

Table 3 — The results of examining the effect of macroeconomic factors (public debt growth, inflation, money
supply, the balance of payments, and unemployment rate) on working capital solvency Return to assets (Y1)

Variables Coefficient t-Statistic R? Sig F D.W VIP
Constant 0.329 2.943 0.750 0.015 13.012 1.643

X1 -0.203 -3.384 0.006 1.585
X2 -0.104 -3.268 0.003 1.449
X3 0.598 3.341 0.007 1.992
X4 0.265 4.790 0.004 1.266
X5 -0.121 -4.167 0.002 2.082

Source: Prepared by the author (2023), and the effect is statistically significant at (a0 < 0.05)

From the fourth table, it is noted that the coefficient of determination is (0.641), which
means that the explanatory power of the model is good, that is, 64.1% of the changes that
occurred in the solvency of working capital Return on Deposits (Y2) = (Summation net income
after tax for banks / total deposits for banks) are caused by the change in (macroeconomic
factors: growth in public debt (X1), inflation (X2), money supply (X3), the balance of payments
(X4), and unemployment rate (X5)), While 35.9% of the changes in the return on total deposits
are due to other factors that were included in the random error for their inability to measure,
and it is also noted that all the statistical significance values of the independent variables are
less than 0.05 and this indicates that the regression equation is statistically significant at 0.05
% level. This result also confirms that all (t) values computed by ignoring the sign of the
negative or positive value (t) are greater than the t-tabulated value. And that the model is
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suitable based on the value of (F = 16.772), which is greater than the F-tabular value. Thus, the

second model becomes (Table 4):

Y2=0.220- 0.101 X1 - 0.201 X2 +0.188X3 + 0.461X4- 0.079X5 + U (2

Table 4 — The results of examining the effect of macroeconomic factors (public debt growth, inflation, money
supply, the balance of payments, and unemployment rate) on working capital solvency Return on Deposits (Y2)
Variables  Coefficient  t-Statistic R? Sig F D.W

Constant 0.220 4.408 0.641 0.001 16.772 1.427
X1 -0.101 -2.568 0.003
X2 -0.201 -2.553 0.013
X3 0.188 3.355 0.040
X4 0.461 4.049 0.007
X5 -0.079 -3.044 0.012

Source: Prepared by the author (2023), and the effect is statistically significant at (o < 0.05)

The fifth table notes that the coefficient of determination (0.694), which means that the
explanatory power of the model is good, i.e., variables that are not dependent on
macroeconomic factors (public debt growth, inflation, money supply, payment of the balance.
and unemployment rate) were able to explain 69.4 the ratio Percentage of changes that occur in
the dependent variable Capital Adequacy Ratio (Y3) = (Summation Regulatory capital /
Summation risk-weighted assets for banks. It is also noted that values of the statistical
significance of the independent variables are less than 0.05, and this indicates that the regression
equation has statistical significance at the 0.05% level, on the solvency of capital and at the
same time, is statistically significant, and that the model is suitable based on the value of (F =

14.531), which is greater than the F-tabular value. So, the third model is (Table 5):

Y3=7.486-0.034 X1 -0.047 X2+ 0.374 X3 +0.005 X4 - 0.515X5+ U (3)

Table 5 — The results of examining the effect of macroeconomic factors (public debt growth, inflation, money
supply, the balance of payments, and unemployment rate) on working capital solvency Capital Adequacy Ratio

(Y3)
Variables Coefficient t-Statistic = R? Sig F D.W
Constant 7.486 3.697 0.694 0.004 14.531 1.522
X1 -0.034 -3.853 0.013
X2 -0.047 -2.782 0.043
X3 0.374 2.690 0.023
X4 0.005 2.771 0.048
X5 -0.515 -3.116 0.010

Source: Prepared by the author (2023), and the effect is statistically significant at (o < 0.05)
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CONCLUSION

It is noticed through the analysis of the multiple statistical linear regression models
shown in Tables (3, 4, 5) that they reject the null hypothesis that there is no statistically
significant effect at (a < 0.05) for the macroeconomic factors (public debt growth, inflation,
money supply, balance of payments, Unemployment rate) on the working capital solvency of
its three measures (Return to assets, Return to Deposits, and Capital Adequacy Ratio) in
Jordanian Islamic banks. The tables indicate that the economic factors (money supply (X3), the
balance of payments (X4)) have a weak, positive, and statistically significant effect on working
capital solvency, and it means that the improvement in economic factors: money supply (X3),
the balance of payments (X4) makes people optimistic about the economic situation within the
country and savings in banks will increase as a result of the increase in the amount of money
people have, which will lead to a decrease in the return on deposits and an increase in the return
on shareholders, and thus the solvency of the capital will increase working money in the bank.

In the case of economic expansion (increase in the money supply) speed inflation will
rise, and firms increase their investments due to higher demand for their products and thus
increase the use of capital more than an increase in production until production reaches the
value of assets, which improves the solvency of working capital. This has been confirmed by
Andhika et al. (2021), Soukhakian and Khodakarami (2019), Akbar et al. (2018), and Yenice
and Sedat (2015). As for the growth in public debt (X1), inflation (X2), and unemployment rate
(X5), they have a statistically significant negative effect on the solvency of working capital at
the level of 5%, and it means that the increase of these macroeconomic factors: (growth in
public debt, inflation, and the unemployment rate) will reduce the solvency of working capital
at the level of 5%. People are fearful about the country's economic predicament due to the rise
in public debt, inflation, and the unemployment rate and avoid saving money in banks as a
result. As a result, the banks will raise the share of profits on deposits at the expense of reducing
shareholders’ profits, and thus the solvency of the bank in asset management will decrease.
This was confirmed by the study by Widyastuti et al. (2017), Anggraeni et al. (2021), Dahiyat
et al. (2021), Hussain et al. (2021), and Corugedo et al. (2011). A study by Zhang and Daly
(2015) showed that when the economy is not growing, companies remain at their current asset
levels, and therefore there is no influence of economic factors on assets. This is confirmed by
studies by Abbadi and Abbadi (2013) and Nguyen (2020).

When examining the three models, the difference is very small, almost negligible, so
the adoption of any of the three models will serve the purpose for which the study was
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conducted. Based on the previous result, the researcher suggests that the government is working
hard to reduce growth in public debt and inflation and reduce unemployment by increasing
projects that increase people's money and then increasing exports that improve the balance of

payment.
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