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Abstract

This study examines the relationship between financial structure and profitability in the Libyan
banking sector over the period 2020-2024, using published aggregate financial soundness
indicators. A descriptive-analytical approach is employed, with the capital-to-assets ratio serving
as a proxy for financial structure and return on assets (ROA) and return on equity (ROE) serving
as profitability measures. Descriptive statistics, Pearson correlation, and simple ordinary least
squares regression are used to examine the relationships.

The calculations based on the five annual observations indicate a positive correlation between the
capital-to-assets ratio and ROA (r = 0.597), while the correlation with ROE is weaker (r = 0.274).
The coefficient of determination is approximately 35.6% for the ROA model and 7.5% for the
ROE model. However, neither regression coefficient is statistically significant at the 5% level
under conventional assumptions.

These findings provide preliminary descriptive evidence of positive associations but do not
establish a statistically significant or causal relationship between financial structure and
profitability. The principal limitation is the use of five sector-level annual observations rather
than bank-level panel data. Further research using audited financial statements for individual
Libyan banks is therefore recommended.

Keywords: Financial Structure, Bank Profitability, Return on Assets, Return on Equity, Pearson
Correlation, Simple Regression, Libyan Commercial Banks.
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