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Abstract:

This research aims to determine whether the loan losses provision is used for earnings 
managing in the International Bank for Trade and Finance, and to achieve the objective of the 
research, a loan loss provision model was applied, based on three variables that represent 
the non-discretionary provision; They are the non-performing loan balance at the beginning 
of the period, the change in non-performing loans, and the change in total loans. As for the 
discretionary component, it is the residual of the model and was calculated as the difference 
between the total provision and the non-discretionary one. To test whether International Bank 
for Trade and Finance practiced earnings management using the Loan Loss Provision; the 
impact of earnings before tax and provisions (EBTP) in the discretionary loan loss provisions 
(DDL) was studied. Quarterly data for the International Bank for Trade and Finance, for the 
period from 2013 to 2019, was relied on, and the data was analyzed using EViews 9. The 
results showed that the balance of non-performing loans at the beginning of the period has a 
positive role in creating the provision for loan losses, and there is also a positive impact of the 
earnings before tax and provisions in the discretionary loan loss provisions, meaning that the 
International Bank for Trade and Finance partially uses the discretionary loan losses provision 
motivated by earnings management and specifically to smooth income. 

Keywords: earnings management, income smoothing, discretionary loan loss provisions, 
earnings before tax and provisions, the International Bank for Trade and Finance. 
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LLP 12,281,150,815 2,067,852,737 8,694,497,261 2,671,775,816 

1-NPL 14,150,128,255 3,288,580,285 9,354,981,859 2,531,521,964 
NPL29,330,402,301 -3,467,244,044 1,311,596,651 5,693,777,917 

  TL7,903,400,332 -6,541,482,963 828,228,007 2,353,275,099 
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DLLPDiscretionary Loan Loss Provisions) 
EBTPEarnings Before Tax and Provisions)

DLLPit = LLPit - NDLLPit      

DLLP
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EViews 9

sig= 0.037 < 0.05



2020-No.83 vol.  University Journal of Hama

 

 
1 

 
2 

 
3 

 
 

1 

 
2 

 
3 

 

 



2020-No.83 vol.  University Journal of Hama

 

 

 (LLPs) 

           

 
 

1. Comiskey, E., & Mulford, C. (2002). The financial numbers game: detecting creative 
accounting practices. 
2. El Diri, M. (2018). Introduction to Earnings Management. Springer. 
3. Ising, P. (2013). Earnings Accruals and Real Activities Management Around Initial 
Public Offerings: Evidence from Specific Industries. Springer Science & Business Media. 

Ronen, J., & Yaari, V. (2008). Earnings management (Vol. 372). Springer US. 3. 
 4. Scott, W. R. (2003). Financial accounting theory. Prentice Hall. 

1.  Ahmed, A. S., Takeda, C., & Thomas, S. (1999). Bank loan loss provisions: a 
reexamination of capital management, earnings management and signaling effects. 

, (1), 1-25. 
2.  Alhadab, M. M., & Al-Own, B. (2017). Earnings Management and Banks Performance: 

Evidence from Europe. 
, (4), 134-145, p: 137. 

3. Anandarajan, A., Hasan, I., & Lozano-Vivas, A. (2003). The role of loan loss provisions 
in earnings management, capital management, and signaling: The Spanish 
experience. , , 45-65. 

4.  Beaver, W. H., & Engel, E. E. (1996). Discretionary behavior with respect to allowances 
for loan losses and the behavior of security prices. 

, (1-3), 177-206. 



2020-No.83 vol.  University Journal of Hama

 

5.    Ceccobelli, G., & Giosi, A. (2019). Earnings management practices in the banking 
industry: The role of bank regulation and supervision. 

, 193. 
6. Dechow, P. M., & Skinner, D. J. (2000). Earnings management: Reconciling the views of 

accounting academics, practitioners, and regulators. . 
7. Dechow, P. M., Sloan, R. G., & Sweeneyet, A. P. (1995). Detecting earnings 

management. The Accounting Review, 70(2), 193-225. 
8. Desta, T. S. (2017). Consequence of loan loss provisions on earnings management 

behaviour: A study on the best African commercial banks. 
, (3), 1-11. 

9. Gul, F. A., Leung, S., & Srinidhi, B. (2003). Informative and opportunistic earnings 
management and the value relevance of earnings: Some evidence on the role of 
IOS. . 

10.   Healy, P. M., & Wahlen, J. M. (1999). A review of the earnings management literature 
and its implications for standard setting. , (4), 365-383, p: 368. 

11.  Jones, J. J. (1991). Earnings management during import relief investigations. Journal of 
Accounting Research, 29(2), 193-228.  

12.   Kanagaretnam, K., Lobo, G. J., & Mathieu, R. (2004). Earnings management to reduce 
earnings variability: evidence from bank loan loss provisions. 

. 
13.   Ma, C. K. (1988). Loan loss reserves and income smoothing: the experience in the US 

banking industry. , (4), 487-497. 
14.  Mahjoub, I., & Miloudi, A. (2016). EARNINGS MANAGEMENT: A REVIEW OF 

LITERATURE, Conference Paper. 
15.  McNichols, M. F. (2000). Research design issues in earnings management 

studies. , (4-5), 313-345. 
16.  Morris, R. D. (1987). Signalling, agency theory and accounting policy choice. 

, (69), 47-56. 
17.   Ozili, P. K., & Outa, E. (2017). Bank loan loss provisions research: A review. 

, (3), 144-163, p: 147.   
18.  Roychowdhury, S. (2006). Earnings management through real activities 

manipulation. , 42(3), 335-370        
19.  Salah, A. (2010). Earnings Management in the years following the integrated corporate 

income tax within Dutch housing associations. , 12-21. 



2020-No.83 vol.  University Journal of Hama

 

20.  vanOosterbosch, R. J. (2010). Earnings Management in the Banking Industry: The 
consequences of IFRS implementation on discretionary use of loan loss provisions. 

21.   Wahlen, J. M. (1994). The nature of information in commercial bank loan loss 
disclosures. , 455-478.  

 

 

 

 


