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The Relationship between Cost of Capital Structure and Capital Adequacy
(Empirical study on banks in Palestine) .

Prepared by: Ayat Jabr Abdel hamed Abed
Supervisor: Dr. Kamel Abu Kuwiek
Abstract

This study aims to identify the relationship between the cost of capital structure and capital
adequacy on banks in Palestine. The study was applied to local and expatriate banks, which
amounted to (13) banks, and a sample of (9) local and expatriate banks was selected, and
data was obtained for the financial period between 2015 to 2021. The descriptive analytical
approach was used through the statistical analysis program E-views to analyze numerical
data through the multiple linear regression model.

The study reached a set of results, the most prominent of which were: There is a statistically
significant relationship between the cost of capital structure and capital adequacy, there is
no statistically significant relationship between the cost of capital structure and capital ad-
equacy through credit risk, there is a statistically significant negative relationship between
the cost of capital structure and capital adequacy through liquidity risk and capital risk, and
there is a statistically significant positive relationship between the cost of capital structure
and capital adequacy through return on equity and revenues power, and finally the most
prominent determinants associated with the cost of the capital structure are return on eg-
uity, followed by liquidity risk. Based on the results of the hypothesis test, the study
reached a set of recommendations, the most prominent of which were: the need for banks
to pay attention to the cost of capital in order to enhance the ability of banks to deal with
declines in funding sources or unexpected changes in them and to face the new demand for
loans or deposit withdrawals, and to reduce losses that the bank may bear, and enhance its
ability to face its obligations before it affects depositors' funds and its continuity in provid-
ing banking services, and enhancing its ability to balance the risks incurred by the investor
and the return he wishes to achieve. Finally, enhance its ability to manage its assets.

Keywords: cost of capital structure, liquidity risk, credit risk, capital risk, return on
equity, revenue power, capital adequacy, Palestinian banks.
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