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Abstract 

The research aimed to analyze the performance by using 

elements of the CAMEL model, and identify factors that are most 

impacting on performance via the application of the CAMEL model 

to the Gulf Commercial Bank. The study found that when looking 

at all the capital adequacy ratios of the bank and for all years of 

study, it is much higher than the capital adequacy indicators 

approved by the Basel Committee. In conclusion, although asset 

quality ratios vary for years of schooling, they remain a very 

acceptable proportion. 
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Determinantes del rendimiento del banco comercial 

del golfo utilizando el modelo camel 
 

Resumen 

 

La investigación tuvo como objetivo analizar el rendimiento 

mediante el uso de elementos del modelo CAMEL e identificar los 

factores que más impactan en el rendimiento a través de la aplicación 

del modelo CAMEL al Gulf Commercial Bank. El estudio encontró 

que al observar todos los índices de suficiencia de capital del banco y 

para todos los años de estudio, es mucho más alto que los indicadores 

de suficiencia de capital aprobados por el Comité de Basilea. En 

conclusión, aunque los índices de calidad de los activos varían según 

los años de escolaridad, siguen siendo una proporción muy aceptable. 

 

Palabras clave: CAMEL, Capital, Rentabilidad, Calidad, 

Liquidez. 

 

 

1. INTRODUCTION  

The banks as a whole constitute a ring in which the various 

fields of economic activity interact, and the greater the activity, the 

greater the investment and the variety of services and activities of 

banks, Since the success of such banks in the performance of their 

realization would necessarily lead to increased progress and 

development of the economies of countries and in various fields, Most 

of these countries and through central banks have been concerned with 

evaluating the performance of these banks to identify the changes that 

have occurred, and the effects on economic activity, as well as to 

ensure the safety of financial position and compliance with the 
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provisions and laws and instructions of central banks ,Banks constitute a 

whole ring , Several models and systems have been used to assess banks' 

performance, including the CAMEL model. Hence, the research is an 

attempt to evaluate the performance of Gulf Commercial Bank using the 

CAMEL model. The study included four investigations, The first dealt 

with the methodology of the study in terms of importance and objectives 

and the problem and hypotheses and some previous studies, while the 

second section dealt with the theoretical framework, including 

performance evaluation, and the clarification of the CAMEL model, on the 

other hand, The third topic dealt with the practical aspect of the research, 

including a brief about the Gulf Commercial Bank and its management 

and banking systems. The study concludes with conclusions and 

recommendations as the last research.  

 

2. METHODOLOGY   

2.1. Research problem  

The problem of the research can be explained by the following 

main question:  

How likely is the CAMEL model to assess Gulf Bank's 

performance? And from it branch the following questions  

1. Does Gulf Commercial Bank achieve solvency ratio with 

sufficient capital adequacy?  
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2. Does Gulf Commercial Bank achieve quality assets?  

3. Does Gulf Commercial Bank achieve efficient management with 

efficient administrative staff?  

4. Does Gulf Commercial Bank achieve his stability having 

sufficient profitability?   

5. Does Gulf Commercial Bank achieve Employment and retention 

of possession of liquidity? 

  

2.2. Research objectives    

This research aims to demonstrate the CAMEL model to assess the 

performance of commercial banks and give a clear and integrated picture 

to detect the imbalance in the performance of the Gulf Business Bank 

early, as well as to show the positive aspects of its performance, and to 

overcome the weak points it suffers, and then reach a sound banking sector 

by studying the components of the CAMEL model and demonstrating how 

this model is used to assess the performance of commercial banks.  

 

2.3. The importance of research  

The banking sector plays an important role in economic and 

social life, as it is the main element in the consolidation of confidence 
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in the state policy and its sponsorship of economic interests, It is worth 

mentioning that the more correct the banking situation, the more likely 

it will be for the economy to recover, forming an encouraging factor to 

attract investment and business, So it is necessary to subject banks to 

supervision and control to maintain the integrity of their financial 

centers, to reach a sound banking sector, safeguards the rights of 

depositors and investors, ensures the proper implementation of the 

country's monetary policy, and funds long and short-term investments 

to contribute effectively to the development and prosperity of the 

national economy  

 

2.4. Research hypotheses   

 The main hypothesis is The CAMEL model has the potential to 

assess the performance of Gulf Commercial Bank  

1. Gulf Commercial Bank achieves its solvency ratio by owning 

capital adequacy.  

2. Gulf Commercial Bank achieves quality assets. 

3. Gulf Commercial Bank achieves efficient management with 

efficient administrative staff. 

4. Gulf Commercial Bank achieves his stability having 

sufficient profitability. 
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5. Gulf Commercial Bank achieves employment and retention of 

possession of liquidity. 

 

3. THEORETICAL FRAMEWORK  

3.1. Origin of camel model  

One of the first countries to use early warning standards was the 

United States of America, due to bank failures in 1933, in which more 

than 4,000 local banks were declared bankrupt. This was one of the 

reasons for the establishment of the Bank Deposit Guarantee 

Corporation, Where the whole banking system exposed the 

phenomenon of loss of confidence and the public defends the banks to 

withdraw their deposits, and then a similar collapse in the science of 

1988 led to the failure of 221 banks. It has been using US early 

warning standards since 1979, as the Federal Reserve continued to 

classify banks and extend banks to ratings without being published to 

the public until banking authorities predicted the collapse of the 

banking system before it took place, down from only 3 in 1998. The 

results of the US banks' rating by CAMELS reflected a good 

comparison of the two periods First quarter of 1998 Compared with the 

results of 1988, the results of the first quarter of 1998 showed that all 

local banks are classified in 1 and 2 and that more than 40% have a 

classification of 1 (Jaidi, 2014). 
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However, there is disagreement over the possibility of 

publishing the results of the CAMELS analysis to the public between 

the supporters and the fairs. Some believe that they are very 

confidential and therefore only limited to the regulatory authorities, so 

that their dissemination does not affect public confidence in banks and 

the banking system as a whole. While others see the need to publish 

them to take the facts to the public and then make its decision aware of 

the matter as long as the publication does not affect the integrity of the 

banking system and lead to failure and collapse as a whole (Ashouri, 

2011).  

 

3.2. Definition of camel model   

It is defined as a system for determining the safety of banks by 

dealing with problems of banks that are not compliant with the rules 

and banking legislation (Donald et al., 2001). It has also been defined 

as an effective unified regulatory system for assessing the performance 

of banks to determine their financial viability by identifying their 

strengths and weaknesses by relying on its core elements to enable the 

Supervisory Authority to intervene to correct the situation and the 

protection of financial safety in the banking sector (Imam, 2010). 

CAMEL model is a set of indicators that analyze the financial position 

of a bank and its rating, This method is one of the means of direct 

control, which is conducted through field inspection, where the 

regulatory authorities in America to adopt the results of CAMEL 

model and to rely on them in decision-making (Jaidi, 2014). It is a 
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quick indicator of the financial position of any bank and its degree of 

classification. The standard is one of the direct means of monitoring 

through field inspection. The supervisory authorities have taken the 

results of the CAMEL standard and relied on them in the supervisory 

decisions because they reflect the real situation of the bank. The 

standard has five main components  

1-Capital Adequacy 

2- Asset Quality.  

3- Management. 

4- Profitability Earnings.  

5- Liquidity 

 The letter C represents capital adequacy for the protection of 

depositors and risk coverage, letter A for the quality of the products 

and what is expected to be collected from their net worth within and 

outside the budget and the extent of the existence of provisions to meet 

the doubtful assets while the letter M represents the management, level 

of efficiency and depth, and its commitment to the laws governing the 

work of banking and the efficiency of internal and institutional controls 

and the existence of future policies and planning. The letter E 

represents the level of profitability, the extent of its contribution to the 

bank's growth and the increase in capital. Finally, the letter L is a 
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measure of the safety of the liquidity position and the ability of the 

bank to meet its current and future expected and unanticipated 

obligations. Ross (2002), has added a sixth element which is the 

sensitivity of market risk in January 1997 and thus became known as 

the CAMEL. Joseph & Sinkey (2002), and each indicator expresses a 

number of financial ratios. Each indicator also includes detailed 

indicators according to the banking system and its country, as well as 

the availability of published data on that organ. (Rajana & Berg, 2000). 

As defined (Hamoudi, 2009): The CAMEL 6 Index is a quick indicator 

of the financial position of a bank and its degree of classification, and 

is one of the direct means of monitoring conducted through field 

inspection. The regulatory authorities in America have taken the 

CAMEL results and relied on them to make decisions (Boraqbeh, 

2010 .(  

 

3.3. The most important criteria of the camel model 

These standards are based on supervisory standards and cover 

five main areas of the bank (Capita- Asset Quality- Management- 

Earning -Liquidity). In accordance with this system, an evaluation is 

given for each axis of the examination ranging from 1 to 5 

performance and then the formation of a general indicator reflects the 

overall performance of the default value, which ranges from a cycle of 

1 to 5 Perhaps one of the most important elements focused on the 

evaluation in each of the five axes as follows:  
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3.3.1. Capital adequacy  

Capital is the primary source of protection for deposits and 

banks with sufficient and large capital to absorb losses without 

prejudice to the rights of depositors. The capital consists of the 

following Base capital: This includes paid-up capital, retained earnings 

and legal and general reserve.  

Assistant capital: includes revaluation reserve and provisions for 

future losses and capital is sufficient if it is greater than 8%. 

Capital adequacy indicators determine the resilience of financial 

institutions in the face of the shocks facing the budget items, and the 

importance of these indicators when taking into account the financial 

risks facing financial institutions, Such as exchange rate risk, credit 

risk and interest rate risk. Indicators used in this area:  

Adjusted risk weighted capital - Recurrent distribution of capital 

rates )Boukhalkhal, 2010). 

 

3.3.2. Assets quality  

Assets are assessed on the ground by competent and 

experienced persons in this field, and assets are classified as either 

good, doubtful or loss. The asset quality rating gives the level of 

financial and future risks associated with borrowing and the risks of 
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the investment portfolio, real estate, and extra-budgetary operations it 

also shows the classification of the management's ability to identify, 

measure and monitor risks. In order to assess assets, the adequacy of 

the debt and risk allocation affecting the value of investments such as 

operational risk, a strategic reputation established, compliance with 

regulations should be taken into consideration (Abdullah, 2002). 

 

3.3.3. Management   

The administrative aspect is evaluated in the final stage because 

the other aspects are finally settled, and the administrative aspect is 

evaluated through the following aspects. 

A) A well-managed bank expects to have sufficient capital, 

quality of assets, adequate profits and sufficient liquidity.  

B) The Bank's compliance with the laws and regulations 

governing banking work  

C) The existence of competent managers for the future of the 

Bank (Hassan, 2002).  

There are also some reliable quantitative indicators (Abdullah, 

2002). Rates of expenditure, the percentage of income for each 

employee, and the expansion of the preparation of financial 

institutions. 
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3.3.4. Earning  

The focus is on verifying the returns on assets and comparing 

them with the average yield to see the returns and profits achieved by 

the bank. Earning is the difference between revenues and costs. 

Profitability is the ability of the Bank to achieve revenues and profits 

continuously and growth in a balanced manner, in addition to the 

implementation of policies that reduce the public expenditure and 

follow-up doubtful debts so as not to stumble (Alfarra, 2012).  

 

3.3.5. Liquidity  

Is defined as the solvency between short-term liquidity and a 

better price; on the one hand, investment and employment are feasible 

on the other. Liquidity management in banks aims to achieve the 

following (Aburaghdah, 2010). 

-Making sound decisions about the volume of deposits, as the 

increasing of the volume of deposits in the absence of 

Employment, leading to low profitability.  

Maintaining adequate liquidity ratios for emergency needs.  - 

- Respect the liquidity ratios specified by the Monetary 

Authority, In addition to setting a minimum liquidity level in 

line with activities the bank (Boukhalkhal, 2010). 
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Liquidity is a measure of the Bank's ability to meet its 

immediate obligations without loss, ie ensuring that liquidity is well 

managed. Banks should maintain liquid assets that can be liquidated 

quickly or at short risk to meet commitments. The bank's liquidity is 

classified as good, sufficient, weak, or insufficient (Sisi, 1998). 

 

4. PRACTICAL FRAMEWORK  

4.1. Camel indicators  

4.1.1. Capital adequacy indicators  

Three equations were used to derive capital solvency ratios   

Equation 1) Capital adequacy ratios = equity / current accounts 

and deposits  

Equation 2) Capital adequacy ratios = Free capital / investments 

+ loans. 

This simplification explains the owners' rights less fixed assets 

to determine the extent to which net capital is able to meet the 

risks of loans and investments  

Equation 3) Capital adequacy ratio = total capital and reserves / 

total assets  
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Appendix 1 shows the accounts extracted from the annual 

reports of Gulf Commercial Bank for the period from 2011 to 2015 for 

all ratios of the CAMEL model equations. Table (1) shows the bank's 

solvency ratios for the period of study and all the above equations.  

Table (1) Gulf Bank Commercial Equity Ratio 

5102 5102 5102 5105 5100 the year  

                                                         

                                                        

 

Equations 

6,,7%    ,1%  65,7%  26,5%  22,2%  Equation 1 

71,6%  62,2%  ,7%  62,5%  27,,%  Equation 2 

27,6%  25,2%  2,,7%  22,0%  22,2%  Equation 3 

 

Table (1) shows that the ratio of capital adequacy through the 

equation (equity / current accounts deposits) increased from 54.5% in 

2011 to 57.2% in 2011, reaching 78.6% in 2015 , Despite a slight 

decrease from the previous year of 80%, it remains a very acceptable 

percentage compared to the capital adequacy indicators approved by 

the Basel Committee which adopted 8%. Thus, Gulf Commercial Bank 

exceeded this percentage for all years of study, indicating that the bank 

is more compliant with the requirements of this committee than 

planned.    

The capital adequacy ratios (free capital / investments + loans) 

showed a steady rise during the first three years, from 49.8% in 2011 

to 73.2% in 2012 and then to 89% In 2013 and then declined in the last 
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two years to 74.4%, 60.7% for 2014 and 2015, respectively, Indicating 

that Gulf Business Bank has been heavily involved in financing its 

assets on domestic financing sources.  

The ratio of capital adequacy through the equation (total capital 

and reserves / total assets) was consistent with the increase and 

decrease in capital adequacy ratio of equation (1) , increasing from 

33.4% in 2011 to 35.1% in 2012, To reach 39.7% in 2015, despite a 

slight decrease from 42.4% in the previous year. However, it remains a 

very acceptable percentage compared to the efficiency indicators of the 

Basel Committee, which adopted 8%, and thus exceeded the Gulf 

Commercial Bank this percentage for all years of study, which 

indicates that the bank is more in line with the requirements of this 

committee than planned. 

And refer to the annex to the classification of banks issued by 

the Central Bank of Iraq Table (1) of the regulatory capital, as part of 

the indicators of evaluating the performance of banks and commercial 

banks of the Federal Audit Bureau for the year 2011, has identified 

five classifications to determine the solvency of capital, and select a 

higher solvency ratio of 12%, within the first category. When looking 

at all ratios and all years of schooling and all the equations shown in 

Table (1) much higher than the rate determined by the Central Bank of 

Iraq. Therefore, we can say that Gulf Commercial Bank enjoys a high 

solvency ratio, as the company (Gulf Commercial Bank) ranked first in 

terms of the number of shares most traded for the banking sector in the 

Iraqi market for securities for the year 2014. The number of shares 
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reached (147.9) billion shares and (19.9%) of the total, Commercial 

Bank of Iraq (GBB) was the first in the banking sector for the year 

2015, Amounting to approximately 45.3 billion dinars and 9.9% of the 

total trading in accordance with the annual report on the movement of 

trading in the Iraqi market for securities for the years 2014, 2015. This 

leads to acceptance of the first sub-hypothesis 

 

4.2. Asset quality indicators  

Three equations were used to extract asset quality ratios  

Equation 1) Asset Quality Ratio = (Profitable Assets / Capital) × 

100. 

Equation 2) Asset Quality Ratio = (Profitable Assets / Asset 

Assets) × 100  

Increase ratio positive status, profitable assets = secondary 

reserves + loans and investment for various deadlines.   

The secondary reserves in the Commercial Bank are liquid 

assets that yield a return. These include securities and discount 

commercial paper which can be converted into liquid cash when 

needed. These reserves in the field of liquidity have multiple benefits, 

which contribute to the consolidation of the initial reserves, and to 

absorb the excess of the initial reserves of the requirements of the 
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bank, as well as it contributes to achieving a percentage of the profits 

of the bank  

Equation 3) Asset Quality Ratio = (Profitable Assets / Available 

Funds) x 100  

Increasing the ratio means good bank activity, available funds = 

total sources of funds - fixed assets. Table (2) shows asset quality 

ratios of the bank and the period of study and all the above equations  

Table (2) Asset Quality Ratios for Gulf Commercial Bank 

5102 5102 5102 5105 5100 the year 

                                                          

 

 

Equations 

027%  022%  020%  552%  51,%  Equation 1 

2,,7%  26,0%  22%  22,6%  70,2%  Equation 2 

61,0%  70%  26,2%  26,7%  72,0%  Equation 3 

 

Table (2) shows that the asset quality ratios through the 

(profitable assets/ capital) equation showed an increase and decrease in 

the years of study and very little. The year 2012 recorded the highest 

quality of Gulf Commercial Bank assets during the years of study, and 

amounted to 223%, compared to the previous year, which amounted to 

208%, and decreased by 141% in 2013, up from 155.4% and 159% in 

the last two years, 2014, 2015, respectively. And despite the disparity 

in asset quality ratios for study years, it remains a very acceptable 
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proportion. And refer to the annex to the classification of banks issued 

by the Central Bank of Iraq Table (2) of asset quality, within the 

indicators of evaluating the performance of banks and commercial 

banks of the Federal Audit Bureau for the year 2011, It has identified 

five classifications to determine the quality of assets, and select non-

performing assets of banks that are less than 5% - in relation to their 

capital - in the first classification. The ratios shown in Table 2, which 

represent the ratio of assets is profitable of Gulf Commercial Bank to 

its capital and all the years of study was not less than 141% in 2013, 

indicating that there are no bad assets at Gulf Commercial Bank at all, 

so we can say that Gulf Bank's assets are of a very high quality.  

As shown in Table (2) above, the asset quality ratios through the 

(profitable assets / total assets) • equation showed a very low and very 

low study year. 2011 recorded the highest quality of Gulf Commercial 

Bank's assets 61.4%, And then decreased in 2012 and 2013 by 54.7% 

and 45%, respectively, to rise again in the two years 2014-2015 by 

57.1% and 58.9% respectively, However, despite the disparity in asset 

quality ratios for the years, it remains a very acceptable percentage, as 

the profitable assets - secondary reserves, loans and investment for 

different maturities - representing half or more of the ratio of total 

assets. The asset quality ratios through the formula (profitable assets / 

available funds) showed a slight variation during the years of study, 

reaching the highest rate in the last year 2015 by 70.1% and in 2013 

the lowest percentage reached 47.5%, to rise to 61% in 2014, and the 

percentage decreased in 2012 from the previous and amounted to 

57.9%. From the above we can say, the Gulf Commercial Bank's 
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profitable assets, which represent secondary reserves (securities and 

discount trade notes), as well as loans and investment for different 

periods, are equivalent to almost half the available funds to the bank, 

which is the total of sources of funds minus fixed assets. Which 

indicates the high quality of the assets of the bank, leading to 

acceptance of the second sub-hypothesis. 

 

 4.3. Management index   

The management aspect is evaluated in the final stage because 

the other aspects end up in it, in the sense that the bank enjoys high 

capital adequacy, quality assets, high profitability and liquidity to meet 

the obligations in the best way, All this is behind management merit of 

making the right decisions for the bank, and the administrative side is 

evaluated through several factors, including:   

A) Apply the bank's official policies   

B) The Bank's compliance with regulations and laws and 

compliance with internal controls.  

C) The Bank's management adopts new standards for the 

management of individuals with an effective.  

D) The staff should be well trained and motivated.  
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E) The system of powers is clear and the bank's management is 

constantly reviewed  

F) Bank management's understanding of future expectations. 

The factors above were not used in the analysis; they needed 

internal evaluation. 

 

4.4. Earning (profitability) indicators  

Three equations were used to derive profitability ratios  

Equation 1) = Profitability Ratios = Net Profit / Total Assets  

Equation 2) = Profitability Ratios = Net Profit / Equity 

Equation 3) = Profitability Ratios = Total Profit or Return / 

Total Assets  

Table (3) shows the Bank's profitability ratios for the study 

period for all the above equations.  
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Table 3: Profitability Ratios of Gulf Commercial Bank 

5102 5102 5102 5105 5100 the year 

                                                   

 

 

 Equation 

0,5%  2,2%  7,0%  6,2%  2,2%  Equation 1 

2,0%  01,2%  02,7%  51,6%  7,,%  Equation 2 

,%  01%  00,5%  02,7%  6,7%  Equation 3 

 

Table (3) shows that profitability ratios through the equation 

(net profit / total assets) , Showed a rise  *  and decline in the years of 

study and very slightly, and recorded in 2012 the highest profitability 

rate of the Gulf Commercial Bank during the years of study and 

amounted to 7.3% , Compared to the previous year, which amounted to 

3.3%, and then decreased in 2013 from the previous to reach 6.1%, and 

continued profitability ratio decreased in the last two years 2014, 2015 

by 4.4% and 1.2%, respectively. Despite the disparity in asset quality 

ratios for school years, it remains a very acceptable percentage and 

refer to the annex to the classification of banks issued by the Central 

Bank of Iraq Table  (3) of profits , within the indicators of evaluating 

the performance of banks and commercial banks of the Federal Audit 

Bureau for the year 2011, has identified five classifications to 

determine profit ratios, and select net profit to banks, which are more 

than 2.5% - compared to its assets - within the first classification. It is 

noted that the ratios shown in Table (2), which represent the rate of 

return on assets of Gulf Commercial Bank of all the years of study - 
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except for the last year 2015- was   not less (as mentioned above) of 

3.3% in 2011, indicating the high profitability ratios of Gulf 

Commercial Bank were in the first category; While the profitability 

ratios for 2015 were within the middle category (3). Therefore, we can 

say that the profitability of Gulf Commercial Bank is high.  

The profitability ratios were also shown through the equation of 

(net profit/equity ratio) slightly different during the years of study, 

with the highest rate of profitability in 2012 and by 20.7% which was 

more than the previous one more than doubled, in 2011 it reached 

9.8%, and then the percentage decreased in the next three years to 

reach 15.6%, 10.4%, 3.1% for the years 2013, 2014, 2015 respectively. 

In spite of the rise and fall in the rate of return on equity for the years 

of study, but it has achieved the first classification within the 

classifications of the annex of banks classification issued by the 

Central Bank of Iraq mentioned above. The profitability ratios were 

also shown by (gross profit or return / total assets) slightly different 

during the years of study, and are very similar to the profitability ratios 

in the previous equation in terms of high and low percentage of years 

of study, the highest rate of profitability in 2012 and by 13.6, and was 

more than the previous and the amount is close to double, which 

reached in 2011 by 7.9%, In the subsequent three years, the ratio was 

reduced to 11.2%, 10% and 8% for the years 2013, 2014 and 2015, 

respectively. Despite the rise and fall in the profitability ratio for the 

years of the study, it has achieved the first classification within the 

classifications of the annex to the classification of banks issued by the 
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Central Bank of Iraq mentioned above. This leads to acceptance of the 

fourth hypothesis. 

4.5. Liquidity ratio indicators  

Three equations were used to extract liquidity ratios  

Equation 1) Liquidity Ratio = Total Loans / Total Deposits  

Equation 2) Liquidity ratio = Cash in cash and at banks / current 

accounts and deposits  

Equation 3) Liquidity Ratio = Current Assets / Current 

Liabilities   

Table (3) shows the liquidity ratio of the bank and the study 

period and all the above equations.  

Table (4) Liquidity Ratio of Gulf Commercial Bank 

5102 5102 5102 5105 5100 the year 

                                                

 

 

 

Equations 

12%  12%  12%  12%  17%  Equation 1 

27,,%  ,1,5%  ,,,2%  70,2%  22,7%  Equation 2 

027%  072%  022%  027%  025%  Equation 3 
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Table (4) shows that the ratio of liquidity through the equation 

(total loans/total deposits) showed a • rise and fall in the years of study 

and very little. The year 2011 recorded the highest liquidity ratio of 

Gulf Commercial Bank during the years of study and reached 06%, 

Liquidity decreased in 2012-2014, which reached 04% per annum. In 

2013-2015, the ratio of loans to total deposits reached 03% per annum. 

Despite the differences in liquidity ratios for the study years, it remains a 

high liquidity ratio and refer to the annex to the classification of banks 

issued by the Central Bank of Iraq Table (4) of liquidity, within the 

indicators of evaluating the performance of banks and commercial banks 

of the Federal Audit Bureau for the year 2011, has identified five 

classifications to determine liquidity ratios, and select total loans to banks 

with a ratio of less than 60% - compared to their total deposits - within the 

first classification. It is noted that the ratios shown in Table (4), which 

represent the liquidity ratio of Gulf Commercial Bank and all the years of 

study, were not more than (06 %) as mentioned above, indicating the high 

liquidity ratios of Gulf Commercial Bank were in the first category, 

Therefore, we can say that in general, the bank has excellent plans for 

managing the funds, and there is a balance between the liabilities and the 

possibility of repayment. The liabilities are inherently stable and there is 

no problem in repaying them when they are due with the possibility of 

saving some surplus. The bank also has suitable assets that can easily be 

transferred to Cash flows to meet full liquidity needs. Liquidity ratios were 

also shown through the equation (cash in hand and at banks/ current 

accounts and deposits) slightly different during the study years, with the 

highest liquidity ratio in 2013 Which amounted 88.4%,  It has  more than 

the previous two years, almost double the year 2011 Which amounted to 

44.6%, which was the lowest rate for the years of study , While it was less 
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than double in comparison with the year 2012, which reached 61.4%, and 

the liquidity ratio in the last year dropped to 59.8% from 80.2% last year. 

Despite the rise and fall in the liquidity ratio for the years of the study, it 

has achieved the first classification within the classifications of the annex 

of banks classification issued by the Central Bank of Iraq mentioned 

above. Liquidity ratios were also shown in the equation (current assets / 

current liabilities) a steady increase during the first four years, Up from 

142% in 2011 to 146% in 2012, then rose to 155% in 2013, then rose to 

163% in 2014, and then the liquidity ratio decreased slightly in the last 

year compared to previous years to reach 156%, This indicates that Gulf 

Commercial Bank has been heavily involved in financing its assets on 

short-term financing sources, thus achieving the first classification within  

the classification of  annex of banks classification  issued by the Central 

Bank of Iraq. This leads to the acceptance of the fifth hypothesis. From the 

above, we can say that all indicators of CAMEL model came in a positive 

and remarkable, which stands behind the good management of the bank 

and making the right decisions in all its work, which confirms the 

acceptance of the third hypothesis of the management index. By applying 

the CAMEL model to Gulf Business Bank, we conclude that it leads to an 

assessment of the Bank's performance by identifying strengths and 

weaknesses of the Bank, which helps decision makers in the Bank's 

conduct to the best. This leads to acceptance of the main hypothesis. 

 

5. CONCLUSIONS 

From the application of the CAMEL model to the Gulf 

Commercial Bank, the research reached the following conclusions:   
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1. When looking at all the capital adequacy ratios of the bank 

and all years of study and all equations (equity/ current accounts 

and deposits, free capital/ investments + loans, total capital and 

reserves/ total assets), it is much higher than the capital 

adequacy indicators Which was approved by the Basel 

Committee on the one hand, and the percentage determined by 

the Central Bank of Iraq on the other hand, and came within the 

first classification within the indicators of evaluation of the 

performance of banks and commercial banks of the Federal 

Audit Bureau for the year 2011, Which generally indicates the 

Bank's growing ability to meet customer deposits and the 

availability of provisions to address problems that may arise as 

borrowers default In the payment of their obligations .  

2. Despite the disparity in asset quality ratios for years of study 

and all equations (profitable assets/ capital, profitable assets/ 

total assets, or profitable assets/ available funds), they remain a 

very acceptable ratio. The fact that profitable assets - of 

secondary reserves, loans and investments of different 

maturities - represent half or more of the ratio of total assets. 

Which indicates the high quality of the bank's assets and came 

within the first classification within the indicators of evaluating 

the performance of banks, reflecting the interest of the 

management of the bank in the acquisition of assets realized 

revenues that reflect positively on expansion and competition.   
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3. Profitability indicators showed a steady increase in the Bank's 

profitability for the years of study and for all equations (net 

profit/ total assets, net profit/ equity, total profit or return / total 

assets) The Bank should increase the profitability ratios which 

have been declining in particular in the last year, thus enhancing 

the Bank's efficiency in managing its own assets or funds, and 

came within the first classification within the indicators of 

evaluating the performance of banks, however, the bank should 

increase the profitability rates, which are declining, especially in 

the last year, which enhances the efficiency of the bank in the 

management of assets or private funds.   

4. Liquidity indicators showed the Bank's tendency towards 

strengthening the liquidity aspect to face emergency cases for 

the years of study and for all equations (total loans/ total 

deposits, cash in the fund and at banks/ current accounts and 

deposits, current assets/ current liabilities). These indicators 

came within the first classification within the indicators of 

evaluating the performance of banks, as well as the reserve to 

face the cases of withdrawal of deposits, especially short-term 

through the increase of liquid assets, despite the apparent 

volatility in their indicators. Deposits indicators also showed an 

increase in the average deposit ratio, leading to the stability of 

the bank's sources of funds and the opportunity to invest them 

for longer periods  
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6. RECOMMENDATIONS  

1. To benefit from the expertise of leading international and 

foreign banks in this field in order to improve the efficiency and 

performance of the bank.  

2. The increasing interest in the preparation of training courses 

in the evaluation of the bank; in order to know its performance. 

3.The Bank should keep pace with the existing conditions and 

the Bank's ability to provide the   necessary support and 

financing for small industries and productive sectors so that the 

Bank achieves two objectives at the same time. The first is a 

development objective that supports these projects and the 

second is to achieve profitable returns through its lending 

activities.  

4. The management of the bank to work on the establishment of 

investment funds in a manner that helps to stimulate and attract 

savings and the collection and reduction of risks. 

5. The need for the management of information systems 

between the general administration of the bank and the branches 

and then between the banks and the central bank allows the 

smooth exchange of information.  
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6. Coordination with Arab and regional banking organizations 

and unions for the participation of employees in the financial 

and accounting fields. 

7. Work to increase profitability through the use of deposits in 

an optimal manner and the exploitation of excess liquidity in the 

bank and invest in new projects.  

8- The need to continue to qualify the supervisory staff at the 

Central Bank through subjecting it to    training courses linked 

to the reality of their supervisory work and in line with the 

conditions of our banks .  

9. The need to work on the evaluation of banks according to 

CAMEL model that includes the assessment of all private banks 

and government  

10. Attention to avoid weaknesses in some of the sub-indicators 

and strengthen the indicators that recorded aspects of strength in 

the activity of the bank.  

11. The need to reduce the dependence on external funds in 

financing assets, which helps In the ability to face multiple 

risks.   

 

 

Determinants of the performance of gulf                                                          1287 

commercial bank using the camel model 



 
 

REFERENCES 

 

ABDULLAH, S. 2002. The Scientific Methodology of Banking 

Supervision on Islamic Banks. Dissertation of Unpublished 

Doctoral Dissertation, Al-Nilain University, Sudan.  

ABURAGHDAH, A. 2010. Research in Banking Transactions and 

Methods. Albaraka Banking Group, Bahrain.  

ALFARRA, A. 2012. Analysis of the American Banking Evaluation 

System CAMEL as a tool to control the banking sector. An 

unpublished memorandum, University of Gaza, Palestine. 

ASHOURI, M. 2011. The role of the banking assessment system in 

supporting the control of commercial banks, the study of the 

case of the National Bank. University of Farhat Abbas, Setif, 

Algeria.  

BORAQBEH, S. 2010. The CAMELS Method in Assessing the 

Performance of Islamic Banks, Faculty of Islamic Economics 

Research. King Abdulaziz University, Jeddah, Saudi Arabia.  

BOUKHALKHAL, Y. 2010. The impact of the application of the 

American banking evaluation system CAMEL on the 

effectiveness of the system of control of commercial banks: 

Case Study of Agricultural and Rural Development Bank. Al-

Bahith Magazine, Ammar Thaliji University, Laghouat, N
o
 10. 

Algeria. 

DONALD, F., BENTON, C., & JAMES, K. 2001. Commercial banking 

(the management of risk). south western college publishing, USA.  

HAMOUDI, A. 2003. Indicators of precautionary and predictability of 

crises:  Applied Study of the State of Iraq. Iraq. 

HASSAN, O. 2002. Performance Assessment of Banks. Union of Arab 

Banks, Beirut. Lebanon. 

IMAM, S. 2010. The use of the classification system in achieving the 

financial safety of banks. Mansoura Magazine, N
o
 13. Egypt. 

JAIDI, S. 2014. Measuring the Operational Efficiency of Banking 

Institutions: A Case Study   of a Sample of Banks Operating in 

Algeria during the Period 2006-2012. a Thesis Introduction to 

Completing the Requirements of a PhD Degree, Financial Sciences 

1288                                                                                              Salim Sallal Rahi 

                                                    Opción, Año 34, Especial No.17(2018): 1259-1289 



 
 

Division, Specialized in Financial and Economic Studies, 

University of Qasidi Marbah, Ouargla, Algeria. 

JOSEPH, F., & SINKEY, J. 2002. Commercial Bank Financial 

Management. 6th ed. Prentice Hall. New Jersey. USA. 

RAJANA, S., & BERG, P. 2000. Supervisory Risk Assessment and 

Early Warning Systems. Basel committee on Banking 

Supervision, Working Paper. Switzerland. 

ROSS, P. 2002. Commercials Bank Management. 4th ed., Irwin, 

McGraw- Hill companies, Inc. USA. 

SISI, S. 1998. Calculations, Monitoring and Performance Appraisal in 

Banks and Financial Institutions. 1
st
 edition, Dar al-Wessam, 

Beirut. Lebanon. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Determinants of the performance of gulf                                                          1289 

commercial bank using the camel model 



 
 

Appendix (1) Accounts for the extraction of CAMEL model 

indicators (Amounts in millions of dinars  (  

 

 

  

 

 

 

 

 

5102 5102 5102 5105 5100 
The 

statement 

250752 222726 2127,2 0271,, 00,0,2 
Equity 

217550 222505 206022 5716,1 507726 
Current 

accounts 

and 

deposits 

277,5 21762 20625 0226, 5100, 
Fixed 

assets 

076002 66752 72672 06722 057712 
Investments 

5,1260 2222,5 520151 07625, 76022 
Loans and 

advances 

,01760 ,07267 6,0267 252677 222127 
Total assets 

211111 2111111 521111 012721 012721 
Capital 

50757 22762 227,2 2202, 02522 
Reserves 

2127, 25707 22222 27775 51201 
Secondary 

reserves 

7,71 27026 26225 21,26 00725 
Net profit 

72612 ,0210 ,6272 26775 56,52 
Total profit 

or return 

0226 025, 025, 007, 0510 
Total loans 

522626 272022 27,661 071122 77766 
Cash 

671771 672021 627772 210715 22275, 
Current 

Assets 

2,6771 277066 267076 562200 522775 
Current 

liabilities 
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