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time deposits with Central Bank of Libya, despite the low returns earned
on these deposits, the results of the siudy findings to the existence of
substantial differences in value between the variables of the study from a
Bank to another, the results also indicated that there are three independent
variables, a percentage of cash liquidity and legal liquidity ratio and
general liquidity ratio may have a significant impact on the profitability
of banks, the sumple as a4 whole, at (the level of each bank, ihe results of
the study revealed that the profitability of the bank had been affected in a
fundamental and independent variables: the liquidity ratio and the ratio of
the portfelio to total deposits, while the liquidity ratio and the portfolio to
total deposits of the most important componcnts of liquidity, which
affected the profitubility of Sahara Bank, while the ratio of cash balance
and legal liquidity ratio and the ratio of the portfolio to total deposits was
one of the most important independent variables affecting the profitability
of the National Commercial Bank, while the most important ¢components
of liquidity affecting the profitability of Al Jamhoriva Bank is the ratio of
cash balance, legal liquidity ratio and general liquidity ratie, the
independent variables did not reveal the components of the liquidity of
any clear impact on Umma bank profitability, the relative imponance of
different components of liquidity affecting the profitability of the bank to
another where the arrangement ot these components in terms of
importance as follows:

First: Legal liquidity ratio and the ratio of portfolio to total deposits.
Second: The ratio of cash balance and general liquidity ratio,
While there were not insignificant ratio of the cash flow in terms of

vulnerability at the level of profitability in each bank for the duration of
the study.,



Abstract

This study aimed to identify the extent 10 which the Libyan commercial
banks 1o use the available liquidity to it for the purposes of achieving
profitability, through knowledge and define the relationship between the
components of the {iquidity and profitability in these banks, in addition to
identifying and measuring the impact of components of liguidity in the
Libyan commercial banks 10 achieve profitability at the level of each
bank and banks as a whole, to access to models and mathematical
formulas to help these banks to know the most important components of
liquidity, which linked to a statistically significant and have a malerial
effect in the rates of profitability, in order to contribute to the upgruding
of the performance of these banks.

The study sample conststed of the public Libyan commercial hanks:
AlWahdu B3ank, Sahara Bank, National Commercial Bank, J amhaoriya and
Umma Bank, during the peried tfrom 1997 until 2006.

Five independent variables were identified to reflect the components of
liquidity in the banks of the sample Ihese variables are the ratio of cash
flow, the ratio of cash balance, legal liguidity ratio, gencral liquidity ratio
and the ratio of the portfolio to total deposits, the dependent variable in
the study represents the crossing of profitability in the rate of return on
assets.

The researcher used data from the financial statements ( Balance sheet
and income statements ) for a sample of commercial banks.

The appilication of (least significant difference) was done to identify the
most imporiant fundamental differences in value between the basic
components of liquidity and the components of profitability of banks in
the sample, the method " multiple regresston analysis " has been used to
identify the impact of the components of the liquidity of commercial
banks in the Libyan sample search for profitability, after the preparing of
data of the financial statements of these banks to scrve the requirements
of the statistical analysis.

The study found the direction of the Libyan commercial banks in the
sample 10 maintain the liquidity at the expensc of profitability, the
presence of high levels of liquidity, without the employment contributed
to the decrease of profits, the restriction this surplus cash in the form of
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