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Abstract

Objective: The research aims to examine the impact of capital
adequacy indicators in light of Basel3 requirements and their
implications for both credit risk and liquidity risk in commercial banks
listed on the Egyptian Stock Exchange.

Design and Methodology: Quantitative analysis was used to extract
data from the financial statements and reports of a sample of nine
commercial banks during the period from 2018 to 2024, the period
following the actual implementation of Basel3 requirements in Egyptian
banks. The research hypotheses were tested using a regression method
for tabular data.

Results: The study concluded that capital adequacy indicators, in light
of Basel3, have no significant impact on reducing credit risk. This may
be due to Egyptian commercial banks' reliance on conservative
provisioning policies, regardless of the level of regulatory capital. The
results also showed a significant impact of capital adequacy indicators
on reducing liquidity risk. This may be due to the fact that Basel3
explicitly emphasized controlling the relationship between borrowing
and financing risks and imposed specific liquidity indicators such as the
liquidity coverage ratio and the net stable funding ratio.

Value Added: The study results demonstrated the limited actual role
of capital adequacy indicators in mitigating credit risk. This highlights
the need to revisit credit risk assessment models and capital allocation
mechanisms in banks. It also emphasizes that formal compliance with
Basel3 does not necessarily guarantee effective control. On the other
hand, the results showed that some capital adequacy indicators—
particularly the leverage ratio—have a significant impact on liquidity
risk, highlighting the importance of focusing on the financing structure
and asset quality when implementing Basel3 in the Egyptian banking
environment. Thus, the study contributes to bridging an existing
research gap related to evaluating the effectiveness of Basel3 in the
Egyptian context. It also provides a practical vision for the Central Bank
and commercial banks to develop relevant regulatory and
administrative policies, particularly with regard to managing leverage,
assessing the adequacy of capital components, and improving the
efficiency of financial risk management models in general.

Key Words: Capital Adequacy - Credit Risks — Liquidity Risks —
Basel3
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