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Abstract: The study measures the profitability of banks by exploring financial performance by concentrating profitability, the main objective of this study 

to find the role of the market structure in making profits. The study examines the effects of the market structure on banking profitability for this purpose 
the 24 banks of 6 countries using sample data, including emerging and advanced economies in the period 2006-2016. The study examines the two 
theories that provide bank profitability for the traditional structure-conduct-performance hypothesis (SCP) and relative market power (RMP). The results 
show that greater banking profitability in favor of the RMP theory has been highlighted in advanced economies due to greater market share. However, it 
is interesting to note that there is no evidence to support these theories in emerging economies. The results show that competition between banks varies 
from country to country in terms of intensity and the competition process. Some banks compete for greater efficiency and some compete less. The study 
shows that emerging banking markets are less competitive than advanced economies. 
 
Index Terms: Foreign bank entry, Bank profitability, Cost efficiency, Economic development, Panel data.   

———————————————————— 

 

1 INTRODUCTION 
The banking sector contributes to the great role by providing a 
variety of financial services to economic growth and 
development. In this context, the efficiency and stability of the 
financial sector reduce the cost of producing goods and 
services. The banking system plays a fundamental role in 
promoting the allocation of capital, trade and the creation of a 
variety of financial products. Economic improvements require 
the services of banks, including project evaluation, risk 
management, savings, mobilization and simplification of 
procedures. For an efficient and competitive banking system, 
the bank should be enough regulatory control to strengthen 
confidence in the security and soundness of the financial 
system. It has been confirmed in previous studies that have a 
strong Relationship between the Banking sector and the overall 
economy of the country. Obviously, nations with an excellent 
financial system have a faster-growing trend of economic 
growth. The Volatile market has a great impact on Banking 
Sector it is a challenge for the bank to understand the 
opportunities and thread regarding the present market. The 
Recently 2007/2008 Financial crisis where several nations 
witnessed unprecedented declines in banks’ earnings. The 
deterioration of the bank is often a predictor of bank failures and 
bank crises as well as their future negative effects on the 
economy. Consequently, the banking business has attracted the 
interest of academic research as well as bank management, 
financial markets, and banking supervision, as the uninterrupted 
banking system is better able to reduce negative shocks and 
contribute to the sustainability of the funding system. This study 
examines the impact of the banking sector's globalization on 
two critical aspects of the Bank's efficiency and cost-
effectiveness, using the data collection panels from 6 countries 
in 2006-2016. The data show that the growth of financial 
globalization, especially in emerging markets and developed 
markets. Emerging markets around the world offer significant 
opportunities for banks, insurance companies and fund 
managers, raising the global market share. According to the 
International Monetary Fund (IMF). the economies of such 
countries "are expected to grow 2-3 times faster than the United 
States like developed countries. This document identifies the 
best-selling market in the banking sector and the financial 
market for both markets. The last two decades are marked: the 
growth of financial globalization, especially with low-income 
countries and emerging markets. One such side of such 
liberalization introduction of regulatory reform in the banking 

system; as well as a broader range of financial services by 
banks. Until now the recent global financial crisis has not left the 
banking system unscathed in almost any Country. A visible 
feature of the banking industry in most countries was falling 
bank profits. This has flashed growing body of literature in 
studying the determining factor of bank profitability. Some 
studies shown that market structure for the banks is main 
variables is the rate of interest which is a huge impact their 
performance (e.g., Molyneux & Thornton, 1992; Berger, 1995). 
Berger (1995) these studies advocated two central hypothesis 
One is the Structure Conduct Performance and another 
hypothesis is the Relative Hypothesis Market Power. There are 
two conflicting views in the literature the relationship between 
concentration and stability, viz "Concentration stability" and 
"concentration permeability.” The Previous study more of the 
concentrated banking system is low risk if they increase the 
number of franchise value, according to while if we set the 
setting of higher interest rates the market power gained through 
concentration.  This research examines the impact of Market 
structure on bank Profitability and considers the differences 
among banks in emerging and developed economies. 
 
1.2 RESEARCH PURPOSE: 
The study is used for finding the financial comparison of 
emerging countries banks and developed countries banks. 
This study will try to identify and analyze comparison of 
twenty-four banks; Study will provide the applicable and 
practical teaching to anyone who wishes to understand the 
topic. In general, this study will cover many aspects of the 
topic, but correctly, it will try to understand the capacity and 
growth developed in emerging country’s banking sector. This 
study will help the managers to take the financing decision for 
their firms. The investor can also take the benefit to minimize 
their risk of investing in a country. 
 

1.3 Limitations and problems regarding data collections: 
The bank which is used for study is not 100% equivalent for 
comparison. The bank used for analysis are banked only 
twenty-four but not focusing on entire Emerging and 
Developed Countries. The data and analysis show only the 
periods of 2007-2016 results. It is not covering the entire 
period.  
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2 LITERATURE REVIEW 
 
2.1 Bank Market Structure and Profitability 
The literature sets three fundamental hypotheses that build up 
a relationship between market structure and performance. The 
hypothesis of Conduct Performance structure, which is the first 
time in the presence of Bian in 1956. Conduct Performance 
Structure (SCP) Paradigms make the bank able for the 
generation of further profits. The second hypotheses are those 
very factors that describe the Bank's profitability for instance, 
macroeconomic factors and bank-specific (Athanasoglou et 
al., 2008). The number of studies done on the determinants of 
bank profitability and performance which constructed on the 
SCP paradigm. According to SCP, the behavior of the 
company is affected by the market structure through price and 
investment policy, for instance. As a result, there is an impact 
on business development. According to Bourke (1989), there 
is a positive relationship between profitability and market 
concentration in Europe, Australia and North America. In the 
European banking market, according to Maudos and Guevara 
(2004), there is a vital positive correlation for the period 1993-
2000 between bank concentration and interest margin. 
Seelanatha (2010), through a non-parametric approach, 
believes the market power level does not exploit the efficiency 
of the bank in the Sir Lankan region. Furthermore, Tregenna 
(2009) shows that bank size and operational efficiency are 
affected by market structure. There are other important 
determinants of bank viability that have been focused on by 
some studies. Some empirical studies examined factors that 
are bank-specific and macroeconomic; these factors could 
explain the profitability of banks using data from either one or 
several countries. Pasiouras and Kosmidou (2007) shows his 
study that banks profitability influences by different factor such 
as size of the banks, operational efficiency, capital adequacy, 
risk and possession. Consider the bank size as having a 
positive and statistically considerable effect on profitability 
suggesting that economies of scale are a source of benefit for 
larger banks. It is shown by the previous study that those 
banks have a high return that holds high levels of capital 
relative to their assets suggesting that financing costs for 
financially-financing banks are lower because of lower 
potential bankruptcy costs. As an alternative to operational 
inefficiency, Athanasoglou et al. (2005) used the total capital. 
Regarding the effect of risks, the studies reveal the 
relationship between loans and assets and profitability.  
however, some studies show a adverse correlation among risk 
and profitability (Bourke, 1989, Molyneux and Thornton, 1992). 
Finally, performance can be influenced by bank ownership. 
According to Iannotta et al. (2007) and Micco et al. (2007), in 
developing countries state-owned banks are scarce, Huizinga 
find overseas banks less profitable, particularly in developed 
countries. Moreover, researchers have pragmatically shown a 
positive correlation between GDP, interest rates, inflation and 
taxation, and the profitability of banks (Bourke, 1989, 
Athanasoglou et al., 2008, Albertazzi and Gambacorta, 2009). 
The Huizinga (1999) reveals the effect on banking and market 
value, taxation, financial structure and financial conditions; 
furthermore, his next study (2000), shows a significant 
development of banking, comprehensive competition, 
efficiency, and little profit. Irrespective of bank status, the effect 
of all variables was significant, excluding the concentration 
ratio. According to Athanasoglou (2006), there are statistically 
vital correlations among profitability and, operating costs, 

inflation, size, ownership, concentration and determinants 
capital. 
 
2.2 Market Structure of bank 
Uhde and Heimeshoff (2009) are divided into two opinions:  
"Concentration Fragility." And "Concentration Stability" 
financial fragility is reduced by at least five channels by larger 
banks in concentrated banking sectors: 
i) By building high "capital buffers." It leads to be less 

defenceless for liquidity or the macroeconomic shocks, it 
increased bank profit. 

ii)  larger banks can increase their charter value the 
discourage bank managers from higher risk behavior. 

iii) As larger but rarer banks are more accessible to monitor, 
it leads to important action by supervisors and which, in 
turn, mitigates the risk of systemic infection.  

iv) Larger banks usually offer credit monitoring services  
v) Because of higher economies of scale Larger banks are 

capable of diversifying credit portfolio risks efficiently and 
geographically via cross-border activity.  

 
2.3 Competition and Stability 
Berger et al. (2004), in their review of the literature on 
concentration of banks and competition, distinguish between 
concentration and wider competition measures, because of 
which the use of traditional concentration indicators does not 
reflect competitiveness in the banking sector. Thus, with 
respect to research in the field of concentration and stability, a 
similar model is observed in competition and stability literature 
that does not accept n-structural competition measures, two 
opposing views show that competition increases or decreases 
stability of the bank. A number of publications indicate that 
competition leads to the acquisition of nexus (Smith, 1984, 
Keeley, 1990, Besanko and Thakor, 1993). Staikouras and 
Wood, 2000, Repullo, 2004). Smith (1984), for example, 
discusses the theoretical framework in which increased 
competition for bank deposits increases susceptibility in the 
system. Besanko and Thakor (1993) illustrate this with 
increasing competition. Unless an equally traditional tradition 
is begun, both theoretically and empirically, that denies the 
traditional analogy between market power and banking 
stability, but reinforces the view that competition is useful for 
stability. "The theoretical concept of Caminal and Maututes 
(2002) In a monopolistic structure, banks with average 
tracking costs may be more inclined to initiate risky lending, 
opening the way to later problems in the system Perotti and 
Suarez (2002) show that when the regulatory gentstvo 
supports buyout of bankrupt companies, the merger of the 
policy increases the stability of banks. 
 

3 RESEARCH METHODOLOGY 
Twenty-four commercial banks are selected by the researcher 
one bank in emerging countries and one in developed 
countries. The list of selected data is shown below. The data of 
10 years’ ratio, with their averages, is calculated and 
compared to both emerging and developed banks. The 
financial analysis of banks of emerging and developed 
countries, which were operational during the period from 2007-
2016, as well as Paired T-test and correlation test, are used to 
obtain best results. 
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3.1 Sources of data: 
The data needed for the research is obtained from various 
secondary sources including official websites of banks as well 
as annual reports of both banks and publications and books. 
 
3.2 The model specification 
The impact of market structure, a panel data model by based 
on the existing empirical models in bank performance is 
formulate. As illustrated by Berger (1995) and Smirlock  
(1985), the conventional hypothesis can be tested by 
calculating profit via the equation: Pict = f (Market Structure), 
where I stands for its bank, c for country, and t denotes period; 
P measures bank performance and market structure indicates 
either using market share (MS) at a firm level, or using the 
concentration ratio (CR) at the market level. The CR shows 
the degree of private behaviour, where oligopolistic behavior is 
the cause of a firm’s power to obtain higher profits. The 
expanded version is as follows: 
Pict ¼ a0 þ a1MSict þ a2CRct þ eictð1Þ 
 
3.3 Dependent variables 
According to the banking literature, the indicators of average 
profitability (ROAA) and the average capital (ROAE) after 
taxes show how the assets and capital of the banks are 
treated to generate income. ROAA has become the most 
important indicator for assessing bank profitability and has 
proved to be the most common indicator of bank profitability in 
the literature (Golin 2001). Our second level of profitability, 
ROAE, is still used by researchers to replace ROAA. 
 
3.3.1 Market Structure: 
Market share can be measured as the ratio between individual 
banking assets and total market assets in the market. It is 
expected that the bank's market share and profitability have a 
positive relationship. The concentration relationship is adapted 
to examine the SCP hypothesis, which shows that a significant 
proportion of companies increase their activity in the industry. 

According to Demirguc-Kunt et al. (2004), the focus of the 
banking market is a deficit of bank assets measured by four 
large banks in a country. The concentration of a market is 
expected to have a negative impact on market competition. 
Therefore, it can increase the profit of banks. 
 
3.3.2 Financial structure  
In this study, specify three indicators in the model 
corresponding to the financial structure of the different 
countries. The first variable provided by the banking system to 
all economic sectors, except for the public sector, is internal 
credit in% of GDP. A higher risk of insolvency for banks may, 
for example, result in a higher credit / GDP ratio. The second 
variable, calculated as the total value of the shares exchanged 
during the period, divided by the average market capitalization 
of the period, is the turnover ratio of the stock market. The 
high proportion shows more efficient equity markets and, since 
an effective capital market reveals more information about 
companies, banks can benefit from the reduction of risks of 
adverse selection and moral hazard, which favors their 
profitability. 
 

4 RESULT 
Table 1 shows the result of Emerging and developed countries 
ROAA in panel A and ROE in Panel B. For avoiding the direct 
relationship between variables, the researcher sought out 
variables of total assets and overhead in total assets with a lag 
in the equation ROAA = IBT/Assets. The results show that 
market ratios of shares are positive significant at 5%, while 
market concentration ratios are insignificant. It shows that 
market share looks to lead market concentration, relative 
market power (RMP), rather than the traditional Structure 
Conduct-Performance (SCP). It’s consistent with Goldberg and 
Rai (1996), also cannot find a positive relationship between 
market concentration and profits. 11 European countries in the 
period 2006-2016. 

 

Table 1 Determinants of the returns (ROAA and ROAE): emerging economies vs. advanced economies. 
 

Variable 
Panel A: 
ROAA 

               
Panel B: 
ROAE 

              

                

 Emerging economies  Advanced economies    Emerging economies   Advanced economies     

                             

 (1)  (2)  (3)     (4)   (5)  (6)  (7)    (8)     

                                    

Market structure                                    

Market share 
0.005
1 

   0.0135
***

     
0.094
4 

    0.2553
***

       

 (0.35)  
_0.0176

*
 

(2.80)         (0.75)  
_0.0431

*
 

(4.32)          

5-Firms concentration _0.0165
*
 

0.001
6 

    
0.000
9 

  _0.0215
*
 0.108    

0.012
8 

    

 (_1.75) (_1.77) (0.71)     (1.01)   (_1.77) (_1.86) (1.04)    (1.23)     

Bank-specific variables                                    

Interest rate spread 0.0980
***

   0.0385
***

     0.6573
***

    0.2723
***

       

 (5.75)  
_0.1811 

(10.51)        (4.23)  
_1.6185 

(5.54)          

Bank size: Log(total assets) _0.0245
*
 0.2221

***
 0.0612

***
 _3.6616

**
 1.7227

***
 0.4883

**
   

 ( 1.73) (  0.83) (7.75)     (3.09)   ( 2.22) 
(_ 

1.20) 
(4.76) 

   
(2.01) 

    

Equity to total assets 
_  *** _ *** 

0.757
3 

*** 
0.692
1 

*** _  **  *** *** ***   

1.5912 1.1774       
4.995
6 

 
7.773
6 

 
3.525
8 

   2.8383    

 (7.02)  (4.67)  (21.49)    (19.91)  (2.53)  (4.11)  (7.54)    (6.33)     

Overheads to total assets _0.0164
*
 _0.1373

*
 _0.1045

***
 _0.1245

***
 _2.5139

**
 _0.9354 

_0.134
5 

 _0.2395   

 ( 1.77) 
(_1.77) 

( 
_ 

2.98)    ( 3.55)  
(_ 

2.11) (  0.39) 
(_0.30) 

  
(_0.55) 

   

Off-balanc. to total assets 
_  *       *** _   ***  * _  *  *** 

**
* 

  

0.570
3 

 0.3769 _0.4841  
_0.648
7 

 
2.787
5 

 
5.401
8 

 
_7.764
1 

 _8.7048   
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 (1.69)  
(0.94) 

 ( 
_ 

4.26)    
(_ 

5.61)  (1.82)  (1.74)  (  5.39)   ( 6.02)    

Market growth: Loan growth 
0.009
4 

*** ***    *** *** 
0.078
5 

*** 
0.077
1 

*** _ **  _      

 
0.008
9 

 
0.003
0 

    
0.002
2 

    
0.016
1 

   
0.009
7 

    

 (3.20)  (2.67)  (5.10)     (3.68)   (3.01)  (2.81)  (2.18)    (1.32)     

Bank age 0.0494
*
   _0.0359

***
     0.8686

***
    _0.2641

***
       

Foreign ownership 
(1.79) ***   (_7.79)   ***     (3.49) **    (_4.54)  ***       

0.041
3 

   _0.1417      
0.052
2 

    
_0.117
7 

       

 (3.70)    (_4.11)        (2.08)     (_3.83)         

Overall financial structure 
_0.0074

**
 _0.0104

***
 
            

_0.0907
***

 _0.0809
***

 
           

Domestic credit provide by banking 0.0024
***

 0.0032
***

 0.0467
***

 0.0518
***

   

 ( 2.35) (  2.77) (4.68)     (6.21)   
(_3.07) (_ 

2.62) 
(7.10) 

   (7.92)     

Stock turnover ratio 
_   _  

0.000
4 

*    
_0.000
4 

  ***    
_0.0042 

  

_0.0002 
0.002
7 

      
0.025
0 

 
0.050
0 

 
0.001
1 

     

 (_0.12) (1.31)  (1.71)     (_1.53)  (1.50)  (3.13)  (0.26)    (_1.33)    

Macroeconomics 
_0.0153 _0.0130 _0.0454

***
 _0.0682

***
 _0.0850 

   
_0.7101

***
 _0.8729

***
 
  

Inflation 
0.106
0 

   

 ( 0.94) (  0.67) 
(_ 

3.69)    ( 5.55)  ( 0.59) (0.69)  (  4.68)   ( 5.86)    

GDP growth 
_   _   *** _  *** _   

0.245
3 

* _ *** _  ***   
0.017
2 

 
0.011
0 

 
0.020
3 

    
0.022
2 

  
0.213
7 

  
0.325
0 

   
0.329
0 

    

 (1.11)  (0.63)  (4.85)     (5.19)   (1.60)  (1.74)  (6.24)    (6.29)     

Vector products 
_0.0024

*
 

              
_0.0039 

              

Market share
*
 interest rate spread   0.0083

***
        0.0445

**
        

 
(_1.79) 

  
(5.36) 

        
(_ 

0.35)    
(2.28) 

         
*            **             

Market share bank age 
0.000
4 

   
_0.000
1 

      
0.011
4 

    
0.001
4 

         

* (0.67)    (_0.90)        (2.29)     (1.37) ***       

Market share ownership _0.0012   
0.008
1 

        _0.1655    
0.655
1 

         

 (_0.05)   (0.48)         (_0.95)    (3.19)          

Bank type and regional dummies                      
_0.3130 

           

Dummy investment 0.8087
**
 1.0649

**
 0.3081

***
 0.3255

***
 

2.298
0 

 
0.625
9 

   
1.028
1 

    

Dummy Islamic 
(2.20)  (2.18)  (3.25)     (3.34)   (0.49) ** (_0.06) (0.50)    (0.81)     

0.432
3 

 0.3819             
4.350
4 

 
3.739
6 

            

 (1.61)  (1.25)  
_0.082
0 

  
_0.1495

***
 

(2.04)  (1.61)  
_3.0778

***
 _3.4857

***
 
  

Dummy real estate 1.25,462
*
 0.3344   

8.939
1 

 
3.030
5 

   

Dummy savings 
(1.69) ** (0.40) * (_1.52)  *** (_2.72) *** (1.45) ** (0.46) * (_4.51)  *** (_5.09) 

**
* 

  

1.3141 1.1445 
_0.200
9 

  
_0.260
1 

 11.0733 
9.866
7 

 
_3.831
5 

 _4.1693   

Dummy cooperative 
(2.22)  (1.70)  (_6.45)   *** (_8.21) *** (2.21)  (1.79)  (_9.71)  *** (_10.54)***   

_0.7824 _0.8747 _0.1521  
_0.226
2 

 _4.8488 _5.1142 
_2.927
8 

 _3.4715   

 (_1.44) (_1.42) (_4.74)    (_7.04)  (_1.05) (_1.01) (_7.21)   (_8.67)    

AR(1) q = 0.0838 
q = 
0.0825 

q = _0.0428 
q = 
_0.0330 

 q = 0.1291
*
 q = 0.0149 q = 0.0165 q = 0.0103  

2 (1.48) *** (1.44) *** (_0.12) *** (_1.61) *** (1.78) *** (0.25) *** (0.87)  *** (0.54)  
**
* 

  

Likelihood ratio (v ) 
408.2
6 

 389.41 
3479.6
4 

   
3510.9
5 

 
418.9
8 

 
418.3
0 

 
3677.8
5 

  
3747.9
9 

   

F-statistic 10.65  8.71  11.90     11.31   6.23  5.51  9.70    9.58     

R
2
-adjusted 0.75  0.72  0.69     0.67   0.63  0.60  0.64    0.63     

Standard error of regression 0.54  0.58  0.28     0.29   4.31  4.51  3.47    3.48     
No. of countries 23  23  17     17   23  23  17    17     

 

In emerging market, the market ratio are small as compared 
advance market, It is not a key factor that market power 
acquired by market share so banks to receive a relatively high 
rate of return. A negative market concentration coefficient is 
unexpected, but this reflects in table 1, where profitability has 
risen, which contradicts the trend towards a decline in market 
concentration. For specific banking characteristics, all 
variables are significant coefficients in models with and without 
interaction conditions, minimum at 10%, except the general 
overhead of models. The difference in interest rates is well 
defined in terms of profitability so it’s a good sign for emerging 
and advanced economies. In emerging economies, the ratio of 
coefficients is higher in banks operating so the result shows 
the bank manage spread ratio to increase its profits. It is 

possible that a growing market share will allow banks to 
reduce the already high spread to 6.22, for more interest rate 
bank must increase their deposit. While in advanced 
economies the opposite situation takes place, where 
coefficients are positive in terms of interaction, which indicates 
that when banks increase their market share, the opportunities 
for increasing spreads are improved to increase their profits. 
The size of the banks is a negative coefficient for emerging 
economies, while a positive ratio for advanced economies. 
This mixed result indicates the lower rate of return in large 
banks. As a result, large banks have the inefficiency of 
emerging banks and have a negative impact on the profitability 
of the market by five major banks. Even though there are 
conflicting estimates about the good structure of the bank's 
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assets, some practical materials also work to find similar 
results for small-scale bancassurance and expansion 
economies, as well as for large financial institutions. For both 
economies, relatively high and significant capital properties 
have been found for total assets and overhead for the total 
assets with expected positive and negative signs respectively. 
Investments and overheads have been loyal to the weakening 
of the bank's profits. Higher capital adequacy is ROAA and 
ROEE, and it is compatible with previous studies (eg 
Ananthosogle et al. 2008) because capitalists face less capital 
for external capital, which leads to higher profits and bank acts 
as a capital protection system in case of adverse changes in 
the economy a negative overhead evaluation supports X-ray 
hypothesis because effective management can help reduce 
overhead while maximizing profitability. Control all other 
related factors, the ratio of off-balance events is important to 
the modern market banking system. With a negative sign, it is 
related to low yield, against Demirguquo and Hewgong (2010). 

Market growth is another important factor in the two types of 
economy, due to the real growth in the total expenditure of 
loans. A fast-growing banking market tends to build a more 
profitable market. The age of banks is important, but the 
direction of this effect is the opposite of developing economies 
and countries with developing economies. In emerging 
economies, old banks are more profitable than their 
counterparts in advanced economies. It is found that in 
emerging economies, profits are higher than earnings. The 
competition can be improved without the entry of foreign 
banks into emerging markets, but new technology and new 
services, on the other hand, foreign banks can increase profits 
due to competitive growth due to the rise in domestic banks. 
The actual outcome of the term of the bank's proprietary status 
also depends on the market power of the market; In model, 
market variables have a positive effect due to variables of 
interaction, which are more profitable. 
 

 
Table 2 

Determinants of risk and returns in emerging economies (Eastern Europe vs. Middle East). 
 

Variable  Panel A: bank profitability: ROAA        Panel B: bank stability: Z-score      

          

  Eastern Europe Middle East Eastern Europe Middle East  

 (5)  (1)    (7)  (3)    
                     

Market structure                     

Market share 0.0424  
0.004
2 

   0.0254
**
 0.0147

*
   

 (1.16)  (0.20)    (2.12)  (1.76)    

5-Firms concentration _0.0137 _0.0391
***

  _0.0024 _0.0412   

 (_0.88) (_2.72)   (_0.23) (_1.47)   

Bank-specific variables                     

Interest rate spread 0.0543
**
 0.1895

***
  0.0069

*
 0.0670

*
   

 (2.26)  (5.61)    (1.87)  (1.71)    

Bank size: Log(total assets) 0.0224  
0.343
9 

   0.2937
*
 _1.4165

*
   

 
(0.10) 

 
(0.82) 

   
(1.68) 

 
(_ 

1.72)   

Equity to total assets 
* ***  *  **   

0.4301  
2.212
8 

   
0.332
3 

 
0.661
8 

   

 (1.79)  (6.20)    (1.70)  (2.91)    

Overheads to total assets _0.1172
**
 _0.7347

*
  _0.6535

**
 4.4631

***
   

 
(_ 

2.32) ( 
_ 

1.69)   ( 
_ 

2.31) 
(5.07) 

   

Off-balanc. to total assets 
 ***    **     *    

1.7960  
_1.205
4 

  
0.501
0 

 
0.646
0 

   

 
(3.06) 

 
(_ 

2.27)   (1.81)  
(0.62) 

   

Market growth: Loan growth 
**  *   

_0.0003 
   

0.0050  
0.006
8 

   _0.0120   

 
(2.02) 

 
(1.70) 

   
(_ 

0.09) 
(_1.50) 

  

Bank age 
***     **   

0.0280        
0.169
2 

      

 (3.69)        (2.14)       
Foreign ownership _0.1005 0.0364

***
  0.0943

**
 0.1453

*
   

 (_0.79) (3.80)    (2.07)  (1.69)    

Overall financial structure     
_0.0152

***
 

 
_0.0088 _0.0460

***
 

  

Domestic credit provide by banking 0.0162
*
    

 (1.71)  (3.30)    (_1.55) (_5.14)   

Stock turnover ratio _0.0004 
0.002
5 

   
0.001
7 

 
0.007
8 

   

 (_0.12) (0.84)    (0.74)  (1.34)    

Macroeconomics     
_0.0625

*
 

      
_0.1191

*
 

  

Inflation 0.0033   0.0494
***

   

GDP growth 
(0.13)  (_1.82) *  (2.49) * (_1.81)   

0.0318  
_0.035
4 

  
0.054
4 

 _0.0511   

AR(1) 
(0.78)  (_1.94)   (1.74)  (_1.43)   

 q = 0.0662 q = _0.0381 q = _0.0504 q = _0.0059  
 (0.79)  

(_ 
0.53)   ( 

_ 
0.70) ( 0.08)   

2 219.82 ***  ***     *** _  ***   
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Likelihood ratio (v )  
175.0
1 

   
106.2
8 

 
199.8
2 

   

F-statistic 5.26  13.25    1.68  4.12    

R
2
-adjusted 0.62  0.80    0.21  0.50    

Standard error of regression 0.58  0.53    0.44  1.05    
No. of countries 10   13     10   13    

 

For the financial structure and macroeconomic variables, there 
are also different implications in emerging and advanced 
economies. Even if there is a very significant link between 
internal credit and profits, there is a reverse sign on the merits. 
A possible explanation of the negative relationships could be 
that in the competitive context of emerging economies, loans 
for vital projects are provided in the advanced banking system. 
By improving the efficiency of the stock market, banks should 
be able to raise more and more money from banks and expect 
a reciprocal complementary relationship between the banking 
system and market development. This organization is powered 
by the model. Inflation and GDP growth on the duration of 
banks for the economies of developed countries are negative 
and positive. Considering the types of growth rates of banks, 
we should note that investment banks generate a high ROAA 
for both types of savings compared to professional banks. 
Islamic banks are more profitable than commercial banks 
when ROAE notes that commercial banks in developed 
countries mainly pay higher yields than other banks, except for 
investment banks. 
 

5 CONCLUSION 
It shows the effect of macroeconomic environment in relation 
to the impact of the market, control of bank specific features, 
overall financial structure and the profitability and sustainability 
of banks in emerging market. And the duration of the 
developed country 2006-2016 period How competitive is the 
competitive advantage of emerging banking systems, and how 
high the competitive market conditions can be It was found in 
the study that there is a big difference between bank profits in 
our sample and an important part of this option is due to the 
reasons for our analysis. The market share affects the 
profitability of emerging market banks, which provide little 
evidence to support the RMP hypothesis of being able to find 
evidence of support assumptions in the advanced banking 
system. The impact of market concentration on earnings is 
one of the unfavourable negative influences on the advanced 
banking market or the Middle East. Because of the stability of 
the bank, the merit of the concentration is linked to the stability 
of advanced economies. This part is on both sides. 
Experimental conclusions have many implications for 
politicians. First, the overall result of some credible bank 
variables, which are included as control variables, is applied to 
the traditional wisdom of bank prudential rules, for example, 
banks should take appropriate action to strengthen the role of 
market capitalization. In emerging economies, the benefits 
come from the expenditure of the rest of the economy on the 
economy, where borrower and lenders are paid a higher price, 
but at the same time, in a less competitive environment. In 
such a way, the use of measures to increase the competition, 
such as eliminating unnecessary restrictions and access to 
new private and foreign banks, should be a vigilant attitude, if 
the anti-counter measures could not prevent the stability of the 
banks. Another important result is that the RMP retention is 
dependent on the market on the banking system, while 
keeping in mind the power of market regulators while 
regulating their anti-monopoly positions. 
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