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Factors Affecting the level of Banking Hedging:
Applied Application
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Assistant Professors
Department of Banking and Finance
College of Economics and Administrative Sciences
The Hashemite University, Zarga, Jordan

ABSTRACT. This study examines the determinants of banking hedging within the Jordanian
environment. The study based on a sample of 13 Jordanian commercial and investment
banks. The sample period spans over a period that encompasses 11 annual financial years,
1992 to 2002, inclusive. The related data has been gathered from several sources, including
the monthly bulletin issued by the Reserve Bank of Jordan, Amman Financial Market
reports, in addition to annual financial statements issued by the banks. The evidence
revealed a positive and significant relationship between the hedging proxy and measures of
return on equity (ROE) and return on investment (ROI). The study indicated also a negative
relationship between the hedging proxy and measures liquidity risk, capital risk and credit
risk. In order to show the importance of the hedging issue, several recommendations have
been presented by the end of study.



