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Abstract

Obijective: The study aimed to examine the impact of digital
transformation on the return on equity (ROE) in Egyptian
commercial banks.

Methodology: The researchers tested the research hypotheses
using a sample of seven commercial banks in Egypt that were
subject to the study.

Results: The study concluded that there is a significant positive
impact of the dimensions of digital transformation (number of
ATMs, number of issued cards, number of e-wallet users,
number of point-of-sale terminals) individually on the (ROE).
Additionally, there is a non-significant negative impact of
financial leverage on the return on total equity, as an increase in
financial leverage (debt-to-assets ratio) leads to a reduction in
(ROE) due to the allocation of a portion of the returns to cover
debt obligations. Furthermore, all digital transformation
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indicators, along with the bank size and financial leverage
indicators, explain approximately 48.75% of the variance in
(ROE), while 51.25% of the changes in the (ROE) are attributed
to other factors outside the model. The most influential variable
on the return on total equity is financial leverage, followed by
bank size, then the number of e-wallet users, followed by the
number of ATMs, then the number of electronic point-of-sale
terminals, and finally the number of issued electronic cards.
Significance: This study contributes to the management
literature by verifying the positive effects of implementing digital
transformation and the relationship  between digital
transformation and (ROE), thus making the results of interest to
managers of Egyptian banks.

Keywords: Digital transformation, return on equity (ROE),
commercial banks.
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bl ) sl Slaal) il g ol @il 5 o) 5TV Jalaa s ¢ AoV asll g Y1 asll
() et dsas A LS ellhy bl
Al jal) @l piial LAia gll slanl) il (Y) ad) Jgaa

ROE LN_ATM|LN_CARDS| LN_DWU LN_POS | LN_SIZE LEV

Mean 0.188346 | 6.955218 | 14.32798 13.85308 9.330961 | 26.73660 | 0.077982

Median 0.191509 | 6.782688 | 14.26707 13.73738 9.396243 | 26.50224 | 0.075100

Maximum 0.388280 | 8.818926 | 16.88291 16.54072 13.36922 | 29.28619 | 0.132200

Minimum 0.039332 | 4976734 | 11.29199 12.07718 5.313206 | 24.86341 | 0.038500

Std. Dev. 0.080390 | 0.951914 | 1.511996 1.036301 1.925501 | 1.072529 | 0.027608

Skewness 0.154662 | 0.385323 | -0.264808 0.711327 0.051389 | 0.572695 | 0.193833

Kurtosis 2.595697 | 2.160507 | 2.349637 3.053340 3.013091 | 2.536847 | 1.716070

Jarque-Bera | 0.604665 | 3.030170 | 1.641421 4.729170 0.025048 | 3.561671 | 4.197107

Probability 0.739092 | 0.219789 | 0.440119 0.093988 0.987554 | 0.168497 | 0.122634

Sum 10.54738 | 389.4922 | 802.3667 775.7726 522.5338 | 1497.250 | 4.366982

Sum Sq. Dev.| 0.355441 | 49.83767 | 125.7372 59.06561 203.9154 | 63.26753 | 0.041922

Observations 56 56 56 56 56 56 56

[(Eviews) (uaa¥) Jaladl) mall  cila e : jiaal)
el Le ) Jgaad) (e il
el 9 AAY s (ROE) A8ld) (358 Ao 2ilall Jare Jassgia o) m
Al Jae & il
NoO. ) 3 radll il aae 5 (POS) el ol lalas 22 (0 S o =
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A B ) 5V Jalre e gl g (Bl (g Ay 8 ) piiall alans o
) il aan g i s IV Lailadl adiioe 22e oLl iall (e
Lagin JSU 2153091 lalace ails s e sall Bl o) 5391 1) (e
(Sl e (vLovT) (2 VYY)
e s LT (b @) ) ¥ e B e i Ladd el plans o
MM&P‘(@)wﬁ\w&i@ﬁx_@gﬁ\@w\u\j\
(YY) Al il Jalae
bl calS 13 e a5 3 (Jarque-Bera) xshl) gyl sl o w
psaal (+.00) e STP . Value ded el Y ol b JS83 4 ) e
i de e Ol el apen e GSay 4l iy Le g 5 el il

Al )l yiiia (ol N1 Sl il 1L

Al jal) il e (s Jals ) Cdlalae 4 ghuaa (£) ad ) J g

ROE No. ATMs C:II;)I.DS No. DWU| No. POS | SIZE LEV
ROE 1
No. ATMs -0.213798 1
No. CARDS -0.087736 | 0.692935 1
No. DWU -0.232648 |0.881415| 0.769958 1
No. POS -0.070025 |0.739534 | 0.637882 | 0.878962 1
SIZE -0.267416 |0.908053 | 0.776222 | 0.969303 | 0.868576 1
LEV 0.009971 |-0.583512| -0.249799 |-0.365871|-0.286633 |-0.454106 1
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sac g o AVl puall 5 gl aae) Al @ el Gy 8Ll ] =
el Lol dae g el g STV Bdlaall addiue 23e g 63 juadll Cliayl)
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A doad Laaa S &gl 5 LS 6yl culitad) sae ¢ a5 <Y
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il o (Ao Jai a8 A a W A8Ne ap (¢ £08 ) il aaa g

ol gl e J8 IS0 adind 28 Lana V)
Aliiiall ) il (VIF) Gl adicai Clabas agd Ul J saal) a3 LS
o LS ellh g il @l il G a0 5 Al @lia IS 1) Le Al )l

rl sl e (e
(VIF) Gl adulali cdlalas o () pd) Jgia
Variable VIF

No. ATMs 7.846411
No. Cards 2.706722
No. Digital wallets users 9.34292
No. POS 4.970487
Size 9.29459
LEV 1.930783

(Eviews) baa) Julaill mali p cila i 1 jlaal)
el (VIF) il st Clllas aad galéls) (0) ad ) Jsaall (e prially g
Ssasare 2S5 Las () +) Al (VIF) asd (e dad (gl axii ol 3 cdliisall ) jrial
A Al U Alsisall & paial ) & (Multicollinearity) Aadadl) cilEdlall aaet Al

Sz @l laay) Lady) (G

i Ll ) )l il 50 aal e o el il LAY a8 gl
(Panel Data Analysis) zeie alaaiuly €l 5 doud jall Jae @l sl N el e
8 J ol <l pdigal Apilian) AN 53 AL aa gy 1 ol (il daa LAY
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rAl adl) e Caa g2 LaS Al 13 Aaua (sa JLEA) (Sayg

J ol gl Ailan) A0S 3 il an o' (el i il i) o3
A e il ) Jae & 5ill 8 (ROE) 48kl G Ao adlall Jara o )
pein nlidl 5 «(PRM, FEM, REM) 4 shaiall 4ia 1 Judlod) m3ai jpa s
Aty (el 23 il 23 gaill daia (s LA 1T 5 ccandiall i salll Y
e e g LS @llag 81l A il JLEAY) (e de sana
Ladalal) Avia 3 Judld) el yali -

a5 D Apedaiall Ayt M ulaad) il o S aladiady 3 gaill i o
<)yl z35is (FEM) Al & ik z35a15 (PRM) (srsenill Jlasiyll 3 sai
Y sl Slo 4zl 5 @l 73508 O o (B ((REM) & 5

ROE = B, + B; No.ATMs + B, No.Cards + B3z No.DWU + B, No.POS + Bs Size + B4 LEV

e Saie YL Al )l 3 g ilalna i il (1) ad ) Jsaall madasy s
Al ol LA 23 50 s (PRM) (emrpanll sl 3 goai 2 b 5 AN 3l
(il e e a LS elld g (REM) 4l siall < 3l 23 58 5 ( FEM)

(Pooled, Fixed, Random) Gla Jil) gz ilad pais gildi (1) a8 J g

Model Variable Coefficient | Std. Error t-Statistic Prob.
No. ATMs 0.012462 0.028108 0.443345 0.6595
No. Cards 0.024255 0.010394 2.333679 0.0238
No. Digital wallets users | 0.010763 0.042583 0.252760 0.8015
No. POS 0.036230 0.011060 3.275798 0.0019
Size -0.133362 0.044792 -2.977388 0.0045
Pl R LEV -0.869014 | 0480750 | -1807620 | 0.0768
Model (PRM)
C 2.900401 0.718956 4.034187 0.0002
R-squared 0.308208
Adjusted R-squared 0.223499
F-statistic 3.638426
Prob (F-statistic) 0.004589
YoYo o JY¥)aasll e (bl alall

ey
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Model Variable Coefficient | Std. Error t-Statistic Prob.
No. ATMs 0.053137 0.018322 2.900131 0.0059
No. Cards 0.027888 0.005783 4.822355 0.0000
No. Digital wallets users | 0.071591 0.028699 2.494596 0.0166
No. POS 0.042141 0.006265 6.726211 0.0000
Size -0.232005 0.030737 -7.547973 0.0000
Fixed (EFfEI\CAt)MOde' LEV -0.440392 | 0349085 | -1.261561 | 0.2141
C 4.271585 0.443683 9.627564 0.0000

R-squared 0.608636

Adjusted R-squared 0.487500

F-statistic 5.024392

Prob (F-statistic) 0.000030
No. ATMs 0.001353 0.037342 0.036224 0.9713
No. Cards 0.009816 0.017499 0.560957 0.5783

No. Digital wallets users | 0.165290 0.060319 2.740251 0.0095

No. POS 0028692 | 0015516 | 1.849185 | 0.0727
Size -0.090504 | 0078753 | -1.150361 | 0.2576
Ra"donzlféflac)t Model LEV 0085738 | 0.780343 | -0.109872 | 0.9131
c 0090348 | 1744022 | -0.051804 | 0.9590

R-squared 0.850143

Adjusted R-squared 0.771052

F-statistic 10.74889

Prob (F-statistic) 0.000000
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(Pooled  —enill zdsaill (pod 5l F L sl aladd ) o s
S 13 e agaal (Fixed  Effects) 4l o il =3 5035 Regression)
(Sl il e HLadl) Sl 8 Jiati g adaliall (p 4y 8 sa (558 <llia
(A 73 5ail) b oaanill 23 saill) Al Ol 58 an 55 Y tpall i @) m
z3saill s Al o il o3 gad) A ) pils s g8 i daad) i)
(P
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il Jlaaiy) 7 dgad (pp AbaliallF jdd LA il (V) ady Jgaa
ALl ol il i gal

Redundant Fixed Effects Tests
Effects Test Statistic d.f. Prob.
Cross-section F 6.398944 (6,43) 0.0001
Cross-section Chi-square 35.733450 6 0.0000
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Crm il Alas) AV A A g de il aa @ i) el w
" il e LST(Time) gal) e sl (Cross-sections) ekl
Breusch-Pagan _Lis) zils (A) o ) Jsaall ma g
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4 gidiad) il i) 7 3 gad g (vanill

Lagrange Multiplier Tests for Random Effects
Test Hypothesis
Cross-section Time Both
Breusch-Pagan 2.834704 11.39203 14.22674
(0.0922) (0.0007) (0.0002)
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Jil P.Value o a3 chad (Time) ool e oilall jlaeY) 433 e =
Aoy ) ol Laa (v v 0 V) Gl s (00 0) A sirall (5 gisa (e
L (Time) (el anll e 4 sie <l il
O P Value of s clrs (0o )5 gl eVl 3388 aie
G laady Bl ag (v, e V) Caly s (0,0 0) A siaall (55
AUS Hlaie V) 8 2V die daga 4l e @l il a5 ) ey Lae il
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Loa o 315 adalal) (s il 5 Jadh (e 30 e gl lsie VI 8 A Alls 3
Zoi e IS O (Al Ja sl 5 ¢ oaranil) Jlaas¥) z3 pad dlagind o8 Ul
ool Dl H Y 3l Lot 400 godindl ol il 3 g g Al ol il
laglazadl LAY Cpad el DSy Alizaliall by L s 4l 120 eyl
.(Hausman) Ll aladiul
2l gudinl) ) Bl g7 3 gad g AN ol LN 23 gad (e ALl
Z3 sty Al ol i) 23 sai G Alalial Hausman Jlbia) aladiu) o
il saidll e SUEAY) il b Jialiy 40 sdall <l il
A0 3 gaill g il gl ) i) 23 g sadell il w
A0 3 saill g ANl Ll 3 gad i dpaill i) w
Hausman _lis) #il () &8 ) Jsaall a5 g
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4 gidiad) ) ) g g g
Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.

Cross-section random 58.016848 6 0.0000
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delia Say adde 5 0 3 saill sa AN ol LN 3 sai ) ol edpaall Ji
r ) il e i) 23 saill
ROE = 4.271585 + 0.053137 No.ATMs + 0.027888 No. Cards

+ 0.071591 No.DWU + 0.042141 No.POS
— 0.232005 Size — 0.440392 LEV
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Residual Cross-Section Dependence Test

Test Statistic d.f. Prab.
Breusch-Pagan LM 26.17061 0.2000
Pesaran scaled LM 0.797843 21 0.4250

Pesaran CD -1.849368 0.0644
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A s AEA 02 (e S sl Al lilaa 2o e Jay Laa (4,0 0) (e LS
DY) i i dsia
o 9al) il Gudlad LSS -z

Panel Cross-section Heteroskedasticity LR Ll aladtia) a3
ol duilatia (Residuals) &) CilS1a) e B8aill ) Caagn Test
ok Lad LAY 13 Gl b cilial 5 Y B (Homoskedastic)

.(Homoskedasticity) cxball Auilaic B sall sadall (a8l =
.(Heteroskedasticity) cplill duwilatia pe Al gll ;) (n @l m
(Bl Dl Gailad Ll 3 A (YY) @8 Jsasll meia g g
Heteroskedasticity JLia) gilis (V1) Ay Joan
Panel Cross-section Heteroskedasticity LR Test
Value df Probability
Likelihood ratio 6.410803 7 0.4927
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