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e Abstract:

The main objective of the research was to measuring the effect of the
exchange rate fluctuations on the value of the banking institution In the
presence of both financial performance and loan portfolio quality as
mediating variables through an Empirical study on commercial banks listed
on the egyptian stock Exchange, To achieve this goal, the researcher relied
on the content analysis approach in examining the annual reports for a
sample of (7) commercial banks listed on the egyptian Stock exchange,
through a time series consisting of (8) years (2016-2023) and a set of
appropriate statistical methods were used to test research hypotheses.

The research concluded a set of scientific implications, the most
important of which is: exchange rate fluctuations lead to an increase in non-
performing loans through their impact on the ability of the bank’s customers
to repay their loans, which is reflected in the quality of the bank’s loan
portfolio quality. Improving the loan portfolio quality leads to enhancing the
bank’s efficiency and profitability and thus improving the bank’s value. The
risk of exchange rate fluctuations includes direct or indirect losses, where
there are direct losses resulting from unhedged exposures, As for indirect
losses, they occur in the facility’s cash flows, assets and liabilities
denominated in foreign currencies, or a decrease in net profits, which then
affects the value of the facility as a result of the unexpected change in
exchange rate. The safety and stability of the banking system depends on
the success of banks in adopting sound and effective strategies and systems
to manage banking risks of various types, the most important of which are
credit risks and exchange rate risks. Any improvement in the bank'’s
performance is accompanied by an increase in its value, and any deficiency
in the bank's performance leads to a decrease in its market and economic
value.

The applied study revealed that independent variable represented in
exchange rate fluctuations explains a weak percentage of the changes in
each of (ROA, ROE, N-PL/ TL, LP/ N-PL), where the value of the R? (-
0.004, 0.012, -0.145, 0.031) respectively, and the P.Value (0.252, 0.655,
0.492, 0.182) respectively and not significant at (0.05). The intermediate
variables, represented in (ROA, ROE, N-PL/ TL, LP/ N-PL), the , explain a
good proportion of the changes in the dependent variable, represented in the
value of the banking institution, as the value of the R?
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(3.218, 0.210, 0.039, 0.246) respectively, and the P.VValue (0.000, 0.014,
0.000, 0.017) respectively and they are all significant. Finally, there is weak,
significant effect of foreign exchange rate fluctuations on the value of the
banking institution under the presence (ROA, ROE, N-PL/ TL, LP/ N-PL)
as intermediate variables, where the value of R?(0.045), and the P.Value
(0.013), which is a function Significant at (0.05).

Keywords: Exchange Rate Fluctuations, Financial Performance, Loan
Portfolio Quality, the value of the banking institution.
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