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Abstract

This study aimed to test the effect of internal factors (liquidity, leverage,
company size, capital size) and external factors (inflation, GDP, unemployment)
on the profitability of insurance companies in Algeria measured by return on
assets. The study sample included (08) Insurance companies, and in order to
estimate the impact of internal and external factors on the return on assets
(ROA), the study used a time series model to test the study hypotheses,

 The  results  of  the  study  showed  a  negative  and  significant  impact  of
liquidity, the size of the company and the size of capital on profitability
Insurance  companies  in  Algeria  the  results  of  the  study  also  showed that  there
were no significant effects of leverage and inflation on profitability. The study
also revealed a positive and significant effect of unemployment and GDP on
profitability of insurance companies in Algeria

Key Words: Profitability, Liquidity, Leverage, Company Size, Capital Size,
Inflation, Unemployment, GDP
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Residual Cross-Section Dependence Test

Null hypothesis: No cross-section dependence (correlation) in weighted

Residuals

Periods included: 14

Cross-sections included: 8

Total panel (unbalanced) observations: 109

Note: non-zero cross-section means detected in data

Test employs centered correlations computed from pairwise samples

Test Statistic d.f. Prob.

Breusch-Pagan LM 46.58654 28 0.1151

Pesaran scaled LM 1.414686 0.1572

Pesaran CD -0.846892 0.3971
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Dependent Variable: PROF

Date: 03/28/21   Time: 12:14

Sample: 2005 2018

Periods included: 14

Cross-sections included: 8

Total panel (unbalanced) observations: 109

Variable Coefficient Std. Error t-Statistic Prob.

LLIQ -0.236672 0.016155 -14.64988 0.0000
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