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Al cfpiial Basgl) jda cllad) 1(12) by Jsan

Levels
Variables LLC IPS PP
ROA
T -5.37* -0.10 32.51*
T -8.53* -4.21* 69.51*
T -2.50* - 39.93*
ROE
T -2.23** 0.54 12.50
T -4.22* -1.81** 41.00*
T -2.94* - 36.73*
CA
Tr -9.40* -2.12%* 48.8**
T -5.51* -3.17* 40.57*
T 0.40 - 11.94
A
TT 0.27 1.14 431
T -2.50* -0.59 10.33
T -1.53*** - 12.53
M
Tr -1.98** 0.85 25.69**
T 6.47 6.76 0.04
T 7.03 - 0.11
E
Tr -8.73* -1.86** 48.99*
T -6.25* -2.87* 39.38*
T -1.40%** - 15.24
L
Tr -15.25* -5.03* 39.64*
U -14.77* -7.55* 110.59*
T 5.24 - 0.32
S
TT -2.45* -0.20 27.20*
U 3.49 3.01 8.17
T 5.56 - 3.98

Note: ROA represents return on assets; ROE represents return on equity; CA represents capital adequacy ratio; A

represents asset quality ratio; M represents management efficiency; L represents liquidity ratio’s E represents

earnings; S represents Sensitivity of market risk; T represents the most general model with a drift and trend; T is
the model with a drift and without trend; T is the most restricted model without a drift and trend. trend.*, ***

representing rejection of HO (non-stationary) at the 1%.5% and 10% respectively.
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Note: ROA represents return on assets; ROE represents return on equity; CA represents capital adequacy ratio; A
represents asset quality ratio; M represents management efficiency; L represents liquidity ratio’s E represents

earnings; S represents Sensitivity of market risk.
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Variable Coefficient | Std.Error | t-Statistic | Prob.

C 19.82695 4417016 | 4.488766 |0.2823
CA -0.713657 | 0.232250 | -3.072798 |0.0063
A -1.152304 | 0.084225 | -13.68121 |0.0000
M -4.545946 1428156 | -1.478256 |0.8701

E 0.872364 0.283764 | 0.987452 |0.0089

L -0.723643 | 0.927423 | -3.923874 |0.0150

S 0.239876 2.983434 | 2.987342 |0.1725
R-squared 0.895478 Durbin-Watson stat 2.190771
F-statistic 91.38508 Prob(F-statistic) 0.0000

Note: C represents Constant; CA represents capital adequacy ratio; A represents asset quality ratio; M represents

management efficiency; L represents liquidity ratio’s E represents earnings; S represents Sensitivity of market risk.
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Note: C represents Constant; CA represents capital adequacy ratio; A represents asset quality ratio; M
represents management efficiency; L represents liquidity ratio’s E represents earnings; S represents

Sensitivity of market risk.
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Abstract

The purpose of the current study is to explore the components of the
banking performance evaluation model (CAMELS) and to measure its
impact on the profitability of commercial banks in Palestine for the period
between 2010 and 2017.

To fulfil this purpose, the descriptive analytical method has been
employed. Data used to analyse the components of CAMELS and calculate
the ratios of the return on equity and return on assets has been collected

from the financial statements of Palestinian commercial banks.

The statistical package “Eviews 8 and the ordinary least squares method
of linear multiple regression have been used to analyze the data extracted
from the financial statements and measure the descriptive statistics
indicators and the linear correlation matrix to achieve the objectives of the

present study and answer its research questions.

Results of the study suggest that commercial banks in Palestine appear to
have high capital adequacy, high-quality assets, efficient management, low
sensitivity to market risks and ability to achieve high net interest margins.
However, commercial banks in Palestine seem to have high liquidity ratios.
Moreover, the study shows that capital adequacy, asset quality, bank
liquidity and returns have significant impact on the profitability of banks in
Palestine, whereas the efficiency of management and the sensitivity to



market risks do not play a significant role in the determination of

profitability.

The current study recommends that the Palestine Monetary Authority
(PMA) should keep up to date with global developments and changes and
the resulting specialised systems such as CAMELS. It is necessary that the
PMA Kkeeps a balance between capital adequacy requirements and
profitability. It is also recommended that Palestinian banks should improve
their credit rating departments and create departments to monitor
administrative efficiency. Finally, the study suggests that banks in Palestine
should pay more attention to bank credit and liquidity and take into

consideration future risks that are caused by carrying on their operations.






