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Abstract

The study aims to shed light on the cognitive aspects of evaluating the financial performance
of a sample of private banks according to the (CAMELS) standard in light of the Corona
pandemic. The repercussions of the main financial indicators of the standard, and the
importance of the research lies in the novelty of the topic based on the novelty of the financial
crisis caused by the Corona pandemic on the economic and banking sectors, and the research
problem is summarized in the following main question: (Was the CAMELS standard able to
highlight the strengths and weaknesses of Private banks in light of the Corona pandemic?), in
light of the hypothesis (variation in the impact of evaluating the financial performance of
private commercial banks in the research sample according to the (CAMELS) standard before
and after the Corona pandemic), and from this point of view and to achieve the goal of the
study, a sample consisting of (2) banks was selected An Iraqi business for a period of (6) years
that was divided into two periods, the first represented by the years (2016-2019) the period
before the Corona pandemic and the second represented by the years (2020-2021) a period after
the beginning of the pandemic slate. The study reached a set of conclusions, the most important
of which are: The results of the financial analysis of the banks of the study sample showed a
decrease in the evaluation and classification of the elements of the CAMELS standard for
bankers, the research sample for the period after the beginning of the Corona pandemic
compared to the period before the pandemic. As for the most prominent recommendations, it is
summarized in working to keep pace with banking developments by directing and involving
the administrations and owners of private banks through the Association of Private Banks with
advanced courses and under the supervision of the Central Bank of Iraq to familiarize them
with the general lines that are being worked out to assess the bank, as well as identifying the
basic and effective ways to overcome financial crises, from By participating in banking
conferences and seminars.

Keywords: financial performance of banks, Corona pandemic, CAMELS standard,
commercial banks.

Introduction

Banks contribute significantly and influentially to supporting the growth of the national
economy. They are considered financial institutions that play a major role in providing the
necessary liquidity to finance investment projects. Banking institutions occupy a great position
in contemporary economies. They are one of the institutions that directly influence the financial
and monetary policies through participation in capitals. Investment projects in order to regulate
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the financial movement in the market through an effective macroeconomic policy that has

dimensions affecting the development process and the advancement of the national
economy.Since the end of the year (2019), the world has faced a negative pandemic that has
spread across countries and has been called the emerging corona virus (COVID-19) (a highly
contagious coronavirus and transmission between humans that affects the respiratory system,
causing death) (1) where this pandemic forced most countries of the world to close their borders
when This pandemic has negative repercussions on all economic, social and financial sectors
and fields, and the Corona pandemic represents the biggest test of the financial system so far.On
the other hand, the CAMELS standard is considered a global model followed by many
international banks and financial institutions to assess their performance by examining the data
recorded in the financial statements as well as the final accounts on the basis of each component
of this model, to determine the standard of its sustainability and the degree of its safety, and
then take appropriate measures to remedy the low Activity of the bank and raise the level of its
financial performance.

Research Importance

The importance of the research is evident from the novelty of the topic based on the novelty of
the financial crisis caused by the Corona pandemic on all economic and banking sectors. Where
it gives us a clear idea of the impact of the pandemic on the financial performance of the banking
sector assessed according to the (CAMELS) standard due to the importance of this model as it
is one of the modern global indicators that are used to evaluate the performance of commercial
banks, in addition to the importance of research in light of the global economic crisis as a result
of the Corona pandemic, which affected The financial performance of all components of the
gross domestic product, as well as providing empirical evidence from the reality of the data of
private banks operating in Iraq, regarding indicators of financial stability before and after the
Corona pandemic.

Research problem
The research problem attempts to answer the following questions:
1. What is the impact of the Corona pandemic on the financial performance of the banking
sector,
2. Was the CAMELS model able to shed light on the strengths and weaknesses of private
banks in light of the Corona pandemic?
3. What are the most important challenges facing the banking sector as a result of the
pandemic?

Research Assumes

To achieve the research objectives, the following hypothesis is formulated:Variation of the
negative and positive impact of evaluating and classifying the financial performance of private
commercial banks, the research sample, according to the (CAMELS) standard before and after
the Corona pandemic.
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Research Aims

The study mainly aims to evaluate and classify the financial performance of the banking sector
before and after the spread of the Corona pandemic. The research seeks to achieve other sub-
objectives, the most important of which are:
1. Shedding light on the most important indicators of the financial performance of the Iraqi
banking sector.
2. Analysis (evaluation and classification) of the research sample from private commercial
banks before and after the Corona pandemic.
3. Comparing and ranking the performance efficiency of the research sample banks
according to the (CAMELS) standard before and after the Corona pandemic.

Research Limits

Spatial limits: The study included a research sample from private commercial banks (Bank of
Baghdad, Bank of the Middle East), to conduct the practical side of the study, as (2) banks were
selected for the study sample due to the availability of financial data and annual reports for the
years (2016-2021) published in The Iraqi Securities Commission during the research period.
Time limits: The period (2016-2019) was the period before the Corona pandemic (COVID-19)
and the period (2020-2021) the period after the beginning of the pandemic, according to the
financial data available by the official authorities.

Research Method

The researcher used the theoretical descriptive method to describe the current framework
Theoretical to the concept of evaluating the financial performance of the banking system, as
well as to the concept of the CAMELS standard and its sub-indicators used to evaluate the
financial performance of banks, in addition to the analytical method based on extracting
financial ratios supported by the statistical method.

Research Structure

For the purpose of supporting the hypothesis of the research, it was divided into three sections.
The first topic included the theoretical framework for the concepts of the study variables, which
was represented in evaluating the financial performance according to the (CAMELS) model in
light of the Corona pandemic. By introducing the research sample banks, as for the second, it
was concerned with evaluating the research sample banks for the period from (2016-2019)
before the pandemic, while the third axis dealt with the classification of banks for the same
period. Banks for the period (2020-2021) after the beginning of the Corona pandemic, and the
second dealt with the classification for the same period, and the third axis included a
comparison procedure for the evaluation and classification of banks between the two periods
before and after the beginning of the pandemic.

The first topic: assessing the financial performance of commercial banks in light of the Corona
pandemic using the (CAMELS) standard.

First: Evaluate the financial performance of commercial banks
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The concept of financial performance appraisal

The concept of performance appraisal occupies a distinguished position at the present time due
to its great importance in determining the efficiency of the bank’s performance and the extent
to which it achieves its objectives, as well as identifying the pros and cons of performance
within a specified period and analyzing their causes in order to strengthen the positive aspects
and overcome obstacles in a way that contributes to raising the level of banking performance
in the future.There are those who believe that the performance appraisal process is the tools
that are used to identify the activity of the economic unit in order to measure the achieved
results, analyze them and compare them with the predetermined goals in order to identify the
deviations and diagnose their causes. Taking the necessary measures to overcome these
deviations. In most cases, the comparison is between what has actually been achieved and what
is targeted at the end of a certain period of time, usually a year.(2)

Objectives of evaluating financial performance

A. The success of banks through their endeavor to continue all possible activities related
to financial performance, and this includes the availability of information to other
parties outside the bank to achieve transparency of work.

B. A statement on the efficiency of the commercial bank’s use of the available resources
in the optimum manner and the achievement of the maximum possible return at the
lowest possible cost in light of those available resources.(3)

C. Maintaining the soundness of the bank’s financial position, through periodic evaluation
of the bank’s profitability and operational efficiency.(4)

The concept of the banking sector
— The banking system is defined as the banking institutions and the regulations and laws
that comprise them and under which these institutions operate.(5)
— The banking system is also the backbone of all financial institutions, including the
central bank, government and private banks, and investment banks.(6)
— Banks are among the oldest intermediary financial institutions that accept deposits of
all kinds to serve individuals, other financial institutions and government projects.(7)

Objectives of commercial banks
The objectives that banks seek to achieve can be divided as follows(8) :

A. Financial objectives: including the bank increasing profits, maximizing the wealth of
owners, increasing rates of return on investment, and maintaining a specific liquidity
ratio.

B. Marketing objectives: including maximizing the market value of the bank in order to
increase market competition through the quality of financial services provided at the
lowest costs, to improve the bank’s reputation and increase the customer base.

C. General objectives: include providing services to individuals, companies, and
government institutions to serve economic, social and political development.
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The importance of evaluating the financial performance of the banking sector

The importance of evaluating the financial performance of banks lies in the following:

A. The evaluation of the financial performance shows the strategic position of the bank
within the framework of the sectorial environment in which it operates, and then
determines the priorities and cases of change required to improve the strategic position
of the bank.(9)

B. It helps in revealing the development that the bank has achieved in its path, by following
up on the results of the actual performance over time from one period to another and
spatially compared to other similar banks.(10)

C. It enables management to achieve a balance between expenses and revenues that banks
receive.(11)

Second: The Corona pandemic and its reflection on the financial performance of banks
Conceptual framework of the corona pandemic

The World Health Organization (WHO) gave the new strain of the Corona virus the scientific
name (nCov-19), and then the International Committee on Classification of Viruses called it
(SARA-Cov-2) to distinguish it from the rest of the other strains that preceded it in its
emergence and outbreak. The World Health Organization announced On (March 12, 2020)
about the coronavirus epidemic (Corona) as a pandemic, although this announcement has
nothing to do with the characteristics of the disease or its seriousness, but rather with the
geographical spread and the unexpected increase in cases of infection, as well as deaths in most
parts of the world, as well as the shortcomings of countries in controlling the spread of the
virus.The disease (COVID-19) has been classified into a pandemic or a global epidemic as a
result of the rapid spread of infection and its expansion from one person to another in a number
of countries in the world at the same time, and as a result of the failure of countries to control
the outbreak of this disease, the World Health Organization classified the (COVID-19)
epidemic) as a pandemic affecting many countries of the world.

The challenges facing the banking sector in the wake of the spread of the Corona virus
There are many challenges that may face the work of central banks during the coming period,
and the most important of these challenges can be reviewed as follows (11)
1. Weakening the ability of the banking sector to finance the economy in the future.
2. The problem of printing money and the challenges of inflation and deflation, which is
divided into two sub-problems:
A. The problem of inflation caused by the injection of money into the global
economy.
B. doubt There is a possibility of falling into a deflationary trap.
4- Aggravation of the global debt crisis.
5- Other potential challenges include the following:
A. The currency war.
B. The negative impact of the negative interest rates on European bonds.
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C. Therise in US interest rates and the emerging market crisis.

As for the main challenges facing the banking sector, they are summarized as follows:
1. Decreased profitability of banks (reduced revenues).

Pressures on the volume of liquidity.

Operational risks.

Low credit quality (credit default)

Difficulty adapting to digital transformation.

nhAwD

As a result of these challenges, banks will have to focus on the following areas:
1. Analysis of the liquidity and capital structure.
2. 2- Planning for possible future scenarios.
3. Selling bad loans.
4. 4- Rationalizing the number of branches.

Third: CAMELS model for evaluating the financial performance of banks

Camels Standard Concept

(CAMELYS) is a model for evaluating the performance of financial and banking institutions by
examining the financial statements and final accounts on the basis of each component of this
model (12), as it is one of the important models for its importance in revealing and stating the
financial position of banks, as well as the guidance of the US Federal Reserve To be used in
detecting all the loopholes in it, and it is used at the present time as a system for monitoring and
evaluating banks.(13) The CAMELS model is also a type of financial analysis used to evaluate
the financial and administrative performance of banks to determine their capabilities and safety,
to make it easier to measure their performance and then take appropriate measures to improve
the bank's weakness and raise the level of its financial performance.(14) The system is applied
to all banks and according to specific indicators, as it is one of the most important tools used
by the Central Bank to monitor banks, as it gives better results than the traditional statistical
method, especially that the results of this criterion are more accurate than the results of the
statistical analysis that was used previously, because the statistical analysis does not determine
The size of the risk before it occurs, unlike the CAMELS standard, which can detect the amount
of risk before it occurs for a period of time (15), and it is considered a tool for the internal
supervision process to ensure the protection of the financial institution from risks. This standard
is based on a statement of all aspects of the different bank such as financial and human resources
and cash flow operations And the statement of the financial position of the bank.(16)

The importance of the CAMELS criterion in the banking performance appraisal process
The importance of applying the CAMELS standard in clarifying the extent of the financial
recovery of the bank by measuring the sources of funding and how they are managed and the
extent to which this reflects on the size of the alignment between profits and risks in order to
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support the confidence of both investors and depositors, and to assist banking regulators and

policy makers by supervising the bank to assess and examine management and financial
soundness for the bank.(17 ) As well as early detection of weaknesses that are dangerous to its
performance and addressing them before they aggravate, as well as discovering strengths and
trying to strengthen them, identifying banks that require special attention, and assistance in
determining examination priorities and optimal allocation of supervisory resources and prior
planning for examination.(18)

Elements of the CAMELS Standard

The name (CAMELS) model came from the initial letters of the names of the six elements on
which this model is based to evaluate banking performance, as this criterion consists of six
basic elements: (the solvency or adequacy of capital, quality of assets, management,
profitability, liquidity, sensitivity to market risks)

Classification of banks according to the American Banking Assessment System
(CAMELS)
The following table shows the rating degrees granted to banks based on the components of the
banking evaluation system.(19)

Table (1) Ratings of Banks Classification According to (CAMELS) Standard

clazlsl?fli};iltsion group rating Rating Scales
strong 1,4-1 Classification 1
Patients 24-1,6 Classification 2
reasonable 34-26 Classification 3
marginal (risk) 4,4-3,6 Classification 4
Unsatisfactory 5-4,6 Rating 5

The second topic: Evaluation and classification of the performance of private commercial banks
using the CAMELS standard before the Corona pandemic period

First: an introductory overview of banks, the research sample

Baghdad Bank

It is one of the commercial banks operating in the private sector and listed in the Securities
Commission. The Bank of Baghdad was established as a private joint stock company, with a
nominal capital of (100) million Iraqi dinars, according to the certificate of incorporation
numbered (4512) dated 12/18/1992, issued by the Real Estate Registration Department under
Law of the Central Bank of Iraq No. (2) of 1992, which is the first private bank opened in Iraq,
and began its banking operations on 9/12/1992, and on 9/25/1997 it amended the articles of
incorporation by practicing comprehensive banking. ) distributed in Baghdad and the
governorates, and the number of employees is (1079), of whom (265) are in the public
administration and (814) are distributed in the branches.(20)
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Middle East Bank

The bank was established as a private joint stock company in accordance with the Companies
Law No. (36) of 1983 in force at the time, according to the certificate of incorporation issued
by the Companies Registration Department No. MM/511 dated 7/7/93 with a nominal capital
of (400) million dinars, of which (100) was paid. ) million dinars, and after the bank obtained
a banking license from the Central Bank of Iraq in its letter No. A / D /491 dated 9/28/1993 in
accordance with the provisions of the Law of the Central Bank of Iraq in force at that time No.
(64) for the year (1976), the bank began to practice Its business is in accordance with the
provisions of the Central Bank Law in force at that time No. (64) for the year (1976) the bank
began to practice its business through the main branch first, where it received the public on
5/5/1994, and the bank provides banking and financial business related to its activities through
(19) Branches operating inside Iraq, including seven branches operating inside Baghdad and
twelve branches outside it.(21)

Second: Evaluating the performance of the research sample banks according to the
(CAMELS) standard before the Corona pandemic
The (CAMELS) standard will be applied to the (2) research sample banks for a period of (4)
years from (2016-2019) the period prior to the occurrence and spread of the Corona pandemic
(COVID-19) according to the indicators of the elements of the (CAMELS) standard, as it will
be applied Indicators and extracting ratios to measure and analyze banking performance, based
on the annual financial reports of those banks.
Evaluation: The performance of the research sample banks was evaluated according to the
indicators (CAMELS) elements.
In order to analyze these ratios of the banks investigated, it must be compared with the
evaluation criteria issued by the Central Bank of Iraq.

Table (2): Evaluation Criteria for the Effects of the CAMELS Standard

Approved evaluation standard The ratio No
Minimum 12 Capital Adequacy Ratio 1.
Maximum 10 Ratio of bad credit to total cash credit 2.
The more this indicates that the bank will obtain ) .
. . . The ratio of investments to total assets 3.
profits associated with market risks
Its increase indicates the efficiency of the bank in
expanding its customer base and investing their Return on total deposits 4.
deposits in the best way.
The minimum is 30 (the high rise is a negative
indicator because it is considered uninvested Legal Liquidity Ratio 5.
money)
The more the assets and liabilities are equal or Ratio of interest rate sensitive assets to 6

close to being equal, the better for the bank

interest rate sensitive liabilities

Prepared by the researcher based on the classification guide according to the (CAMELS)
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system issued by the Central Bank of Iraq for the year 2013 and risk control - the Central Bank

Analysis of the results of evaluating the performance of banks in the research sample for the
period (20016-2019)
Table (3): Evolution of the elements of the CAMELS standard for private banks, the research
sample, for the period (2016-2019)

DOI: 10.5281/zenodo.7027056

2019 2018 2017 2016 Elements of a
A Sub Indicat No | the bank
VETage | o, % % % P QAT Standard CAMELS | 0 | €0
2427 | 2416 | 2396 | 2540 | 23.56 | C2Pital Adequacy | capital adequacy
Ratio component
Ratio of bad Asset qualit
69.86 | 79.69 | 81.92 | 64.55 | 53.29 | credit to total cash Yy,
. component
credit
t
57.00 | 75.77 | -32.18 | -69.76 | 254.18 | profit growth rate mae?:fneergfn 3. | Baghdad
Ret fotal fitabilit Bank
m on ro1itaniii
204 | 091 | 053 | 401 | 2.69 etur on tofa pro Yol
deposits component
88.90 | 80.61 | 93.14 | 92.68 | 89.17 LegalRI;?;“dlty Liquidity element | 5.
Int t Rate Risk All to th
047 | 045 | 048 | 043 | 051 | MerestRaCs creytofie g
Ratio market
3820 | 40.61 | 3340 | 3621 | 4293 | CoPital Adequacy | capital adequacy
Ratio component
Ratio of bad Asset qualit
3.87 3.90 4.13 3.64 3.82 | credit to total cash d Y 2.
. component
credit
- - management Middle
4477 | 103.44 116. fit growth rat .
77 1034341504 33 | 104,95 | 11673 | profit growth rate element 3 East
Ret total fitabilit Bank
109 | 003 | -0.54 | 018 | 4.67 etutn on 1ot profitability a
deposits component
88.19 | 83.64 | 89.07 | 89.01 | 91.02 LegalRI;?;“dlty Liquidity element | 5.
Interest Rate Risk | Allergy to th
0.63 | 049 | 059 | 065 | 077 | MerestRaCRs CIEYIOHE g,
Ratio market

Prepared by the researcher based on the annual reports of the banks of the research sample

A- Analysis of the capital adequacy component of the research sample banks for the period

(2016-2019)

Capital Adequacy Ratio
It is noted from the above table that
1. The capital adequacy ratio maintained by the Bank of Baghdad is characterized by a

kind of stability and orderliness. Through table (2-10), we find that the lowest
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percentage retained by the bank was in (2016), which amounted to (23.56%) due to
the increase in total assets in this year compared to the years of the study sample, which
amounted to (1,200) million dinars, while the highest percentage was Realized in
(2017), which amounted to (25.40%) due to the decrease in assets to (1,090) million
dinars, and the average capital adequacy ratio of the bank was (24.27)

. The Middle East Bank recorded the lowest capital adequacy ratio in (2018) at

(33.40%) due to the increase in total assets, which amounted to (800,749) million
dinars, while it achieved the highest percentage in (2016), which amounted to
(42.93%). Due to the decrease in total assets to (656,850) million dinars, the average
capital adequacy of the bank has reached (38.29)

B- Asset quality component
Ratio of bad credit to total cash credit

1.

The results of the Bank of Baghdad showed that the highest credit ratio reached (81.92)
in the year (2018) and the reason for its increase is due to the increase in overdue debts
to (135,154) million dinars, while the lowest ratio reached (53.29) in the year (2016)
due to the reason for the decrease Due to the decrease in overdue debts to (73,000)
million dinars, and this decrease is due to the sound management in the bank in terms
of risk management, and the average for this ratio has reached (69.86)

The Middle East Bank recorded the highest ratio of non-performing credit to total credit,
which amounted to (4.13) in the year (2018). The reason for the increase in this
percentage is due to the increase in overdue debt, which amounted to (1,652) million
dinars, while its percentage amounted to (3.64). In the year (2017), due to the decline
in overdue debts to (1,040) million dinars, and the average for this ratio was (3.87)

C- The management component
Profit growth rate

1.

The rate of profit growth in the Bank of Baghdad was characterized by variation from
year to year, reaching the highest rate of (254.18) in the year (2016), due to the increase
in net profit after tax in this year compared to the years of the study sample, which
amounted to (20,200) million dinars, while The lowest rate was (-69.76) in the year
(2017) due to the decrease in the net profit after tax to (6,100) million dinars, and the
average for this ratio reached (57.00)

The ratio in the Middle East Bank was also characterized by fluctuation and variation
from year to year during the sample years of the study, reaching its highest ratio (116.75)
in the year (2016) due to the high net profit after tax in this year, which amounted to
(11,570) million dinars, in When the lowest percentage amounted to -294.33 in the year
(2018), because the bank achieved a loss this year of (2,295) million dinars, due to the
decline in banking activities and revenues, and the average for this ratio was (-44.77)
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D- Profitability Component

Return on total deposits

1.

The results of the Bank of Baghdad showed achieving the highest rate of return on total
deposits, which amounted to (4.01) in the year (2017) due to the decrease in the total
deposits in this year, which amounted to (714.522) million dinars, while the lowest rate
reached (0.53) in the year (2017). ) due to the rise in total deposits to (786,380) million
dinars, and the average for this year was (2.04)

The highest rate of return on total deposits for the Middle East Bank reached (4.67) in
the year (2016) due to the high net returns this year, reaching (11,570) million dinars,
while its lowest rate was (-0.54) in (2018). This is because the bank has achieved a loss
this year of (2,295) million dinars, and the average for this ratio was (1.09)

E - The element of liquidity
Legal Liquidity Ratio

1.

The highest legal liquidity ratio at the Bank of Baghdad reached (93.14) in the year
(2018) due to the increase in liquid assets this year, reaching (879) million dinars, while
the lowest ratio reached (80.9) due to the decrease in the volume of liquid assets to
(792). ) million dinars, and the average ratio was (88.9)

The Middle East Bank recorded the highest legal liquidity ratio of (91.02) in the year
(2016) as a result of the increase in liquid assets in this year (439,502) million dinars,
and its lowest ratio reached (83.64) in the year (2019) due to the decrease in liquid assets
with The bank amounted to (363,237) million dinars, and the average amounted to
(88.19)

F- The element of sensitivity to the market
Interest rate risk ratio

1.

The Bank of Baghdad recorded the highest amounted to (0.51) in the year (2016) due
to the increase in the interest rate sensitive assets in this year, which amounted to
(292,465) million dinars, while the lowest percentage reached (0.43) in the year (2017)
due to the decrease The interest rate sensitive assets of the bank amounted to (234,831)
million dinars, and the average for this ratio was (0.47)

The ratio in the Middle East Bank took a declining path, reaching its highest ratio (0.77)
in the year (2016) due to the high volume of interest rate sensitive assets at the bank,
which amounted to (123,062) million dinars, while the lowest ratio reached (0.49) in
The year (2019) as a result of the decline in interest rate-sensitive assets, which
amounted to (97,459) million dinars, and the average for this ratio was (0.63)

Third: Classification of the performance of the research sample banks according to the
(CAMELYS) standard before the Corona pandemic

After the research sample banks were evaluated for the period (2016-2019) the period preceding
the occurrence of the Corona pandemic, according to the (CAMELS) standard and its main
elements and indicators, these banks will be classified for the same period based on the
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evaluation criteria approved by the Central Bank of Iraq.

Classification: After obtaining the evaluation results, the banks of the research sample were

classified according to (CAMELS) standard for the period (2016-2019)

The general aggregate classification of banks and For table (4) this shows my agencies:

Table (4): Results of the general classification of banks for the period (2016-2019) according
to (CAMELYS) standard

A
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ate .. Quali
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g Synthe | ve | Liquid | Profitabi | Administra Y acy T
Evaluat : . . ) the T
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Figure 1: The aggregate classification of the banks of the research sample
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Researcher's preparation

We note from Figure (1) that the Bank of Baghdad obtained the (first) general aggregate rating
with a rating of (very good) (satisfactory) with a degree of (1.8) and that this rating is
characterized by its high ability to face any unexpected losses compared to the banks of the
research sample and its good efficiency in operating the material capabilities In the performance
of banking services, achieving strong profits, the possibility of distributing profits to
shareholders without hindrance with the growth of capital increase in an acceptable manner and
a low volume of non-performing assets, as the bank has some credit pillars which it manages
effectively in addition to owning a very good investment policy, and liquidity and its
management It is strong and that the bank has sure sources to obtain funds on good terms to
meet current and future obligations, in addition to its high ability to control the risks of interest
rates, the level of profits and the solvency of capital for the purpose of facing market risks. While
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the Middle East Bank received the general aggregate rating (second) as well with a rating of

(very good) (satisfactory) with a degree of (2.3) and it has similar characteristics as in the first
rating, but there is weakness in one or more of the six mentioned indicators or elements, except
that It has a high ability to withstand losses because it has efficient management in maintaining
capital adequacy in a satisfactory manner and its good management of market risks and may
have had a negative impact on profitability and liquidity. Therefore, it is necessary to re-
establish new credit and investment policy plans to achieve more returns and improve the level
of profitability.

The third topic: evaluating the performance of the research sample banks using the (CAMELS)
criterion after the beginning of the Corona pandemic

The (CAMELS) standard will also be applied to the two (2) research sample banks for a period
of two years (2020-2021), the duration of the occurrence and spread of the Corona pandemic
(COVID-19) according to the indicators of the (CAMELS) standard, as indicators will be
applied and ratios extracted to measure banking performance And its analysis, by relying on
the annual financial reports of those banks and by adopting the same evaluation mechanism and
methodology before the Corona pandemic in the second topic.

First: Evaluating the performance of the research sample banks according to the CAMELS
standard after the start of the Corona pandemic

Analysis of the results of evaluating the performance of the research sample banks for the period
(2020-2021), as shown in Table (5)

Table (5) The Evolution of the Elements of the CAMELS Standard for Private Banks, the
Research Sample, for the Period (2020-2021)

2021 2020 Elements of a
A Indicat N k
verage o, % Sub Indicator Standard CAMELS o | banks
. Elements of a
17.92 17.24 18.59 Sub Indicator Standard CAMELS 1.
10559 | 127.18 %4 Capital ‘ capital adequacy 5
Adequacy Ratio component
Ratio of bad Asset qualit
11257 | 4842 | 17671 | credit to total o %nenty 3. | Bagh
cash credit P dad
t Bank
2.24 2.59 1.88 profit growth rate fanagemen 4. an
element
75 83 46.22 105.44 Return 011. total profitability 5
deposits component
Legal Liquidit C
3890 | 4896 | 28.83 e LIQUIAIY 1 i quidity element | 6.
Ratio
3996 | 39.19 | 40.73 Interest Rate Allergy tothe 1) )
Risk Ratio market
Capital capital adequac ¢ Bast
16005 | 13.73 | 18.28 pra P auacy 15 | Bank
Adequacy Ratio component
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2021 2020 ) Elements of a
Average o, o Sub Indicator Standard CAMELS No | banks
Ratio of bad Asset qualit
-51.51 -0.35 -102.66 credit to total q Y 3.
) component
cash credit
t
0.62 | -045 | 079 | profit growthrate | | ooscelt oy
element
Ret total fitabilit
88.77 | 84.73 | 92.81 et o ot profitability ) &
deposits component
Legal Liquidit
5884 | 7257 | 45.10 egaRagg“ 1 Liquidity element | 6.

Prepared by the researcher based on the annual financial statements of the banks, the research
sample

Analysis of the capital adequacy component of the research sample banks for the period, as it
is clear from the following table (5)

Capital Adequacy Ratio

1. The Bank of Baghdad recorded a decrease in the capital adequacy ratio in the year (2021)
amounting to (17.24) compared to the base year (2020) which amounted to (18.59).
(2020) amounting to (1,419,528) million dinars, and the average for this percentage was
(17.92)

2. The results of the Middle East Bank showed a decrease in the capital adequacy ratio in
the year (2021), which amounted to (39.19) compared to the base year (2020) which
amounted to (40.73). Compared with the year (2020) amounting to (647,868,750) million
dinars, and the average for this percentage was (39.96)

Asset quality component
Ratio of bad credit to total cash credit
1. The Bank of Baghdad achieved an increase in the ratio of bad credit to the total cash
credit for the year (2021), reaching (127.18) compared to the previous year (2020)
amounting to (84). The reason for this increase is due to the increase in bad debts to
(154,694,340) million dinars after it was In the year (2020) it amounted to (118,969,000)
million dinars, and the average for this percentage was (105.59)
2. The Middle East Bank recorded a decrease in the percentage for the year (2021) reaching
(13.73) compared to the previous year (2020) amounting to (18.28). dinar in the year
(2020), and the average for this ratio was (16.01)
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The management component

Profit growth rate

1. The Bank of Baghdad recorded a significant decrease in the profit growth rate for the
year (2021), reaching (48.42) compared to the base year (2020) of (176.71) due to the
decrease in the volume of profits achieved by the bank in this year, which amounted
to (29,980) million dinars, while The profits for the year (2020) amounted to (20,200)
million dinars, and the average for this percentage was (112.57)

2. B - The Middle East Bank did not achieve any profits during the two years, the research
sample, as the profit growth rates amounted to (102.66 -, -0.35) for the two years
(2020, 2021) respectively, due to the bank’s realization of losses of (2,095) million
dinars for the year (2020) and in the amount of ( 1,359) million dinars in the year
(2021), as a result of a decrease in its revenues from banking operations, interest and
commissions in return for the increase in costs and expenses at the bank, and the
average for this ratio reached (-51.51)

Profitability Component
Return on total deposits
1. The Bank of Baghdad achieved an increase in the rate of return on total deposits for
the year (2021), reaching (2.59) compared to the previous year (2020), which
amounted to (1.88), due to the increase in the total returns after tax to (29,980) million
dinars after it had reached ( 20,200) million dinars in the year (2020), and the average
for this ratio was (2.24)
2. The Middle East Bank recorded negative results for the rate of return on total deposits
for the two years of the research sample, where the ratios amounted to (0.79, -0.45)
for the years (2020, 2021) respectively, because the bank has achieved successive
losses amounting to (2,095 - 1,359) million dinars due to the negative impact of the
pandemic, which led to a decrease in the total deposits received at the level of the
banking sector as a whole, and the average for this ratio reached (-0.62)

Liquidity element
Legal Liquidity Ratio

1. The Bank of Baghdad recorded a noticeable decrease in the legal liquidity ratio for the
year (2021), which amounted to (46.22) compared to the previous year (2020) of
(105.44) due to the decrease in liquid assets in this year, which amounted to (568,589)
million dinars after it had reached (1,202,923) million dinars in the year (2020), and
the average for this percentage was (75.83)

2. The Middle East Bank also recorded a decrease in the legal liquidity ratio for the year
(2021), reaching (84.93) compared to the previous year (2020) of (92.81), due to the
decrease in liquid assets in this year to (298,512) million dinars after they had been It
amounted to (355,382) million dinars in the year (2020), and the average for this
percentage was (88.77)

@ 610 | Vol. 17 Issue-8, 2022



{3 SEYBOLD

Heport

ISSN: 1533 - 9211

The element of sensitivity to the market

Interest rate risk ratio

1. The Bank of Baghdad achieved an increase in the interest rate risk ratio for the year
(2021) reaching (48.96) compared to the previous year (2020) amounting to (28.83),
due to the increase in the volume of sensitive assets at the bank to (567,453) million
dinars after it was (310,223) million dinars in the year (2020), and the average for this
percentage was (38.90)

2. The Middle East Bank also achieved an increase in the percentage for the year (2021)
reaching (72.57) compared to the previous year (2020) amounting to (45.10) due to
the increase in the total interest rate sensitive assets of banks to (219,522) million
dinars, while it had reached ( 123,204) million dinars in the year (2020), and the

average for this ratio was (58.84)

Second: Classification of the performance of the research sample banks according to the

DOI: 10.5281/zenodo.7027056

(CAMELYS) standard after the beginning of the Corona pandemic

After the two (2) research sample banks were evaluated for the period (2020-2021) for the
period after the start of the Corona pandemic (COVID-19), the research sample banks were
classified for the same period above based on the evaluation results according to the CAMELS

standard indicators and evaluation criteria. Approved and issued by the Central Bank of Iraq.

Classification

Table (6): Aggregate rating degrees in evaluating the banks of the research sample

Degree Category Evaluation
1 Al
1.34-1.2 B1 excellent( strong)
1.4-1.35 C1
1.8-1.5 A2
2.1-1.9 B2 very good (satisfactory)
24-2.2 C2
2.8-2.5 A3
3.1-2.9 B3 good( reasonable)
3.4-32 C3
3.8-3.5 A4
4.1-3.9 B4 marginal( marginal — risk)
4.4-4.2 C4
4.7-4.5 AS
4.9-4.8 B5 poor( unsatisfactory)
5 C5

Prepared by the researcher based on (personal interviews with the employees of the Banks
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Performance Analysis and Risk Control Department - the Central Bank)

The results of the evaluation of the elements of (CAMELS) for the banks of the research sample
for the period (2020-2021)

Based on the foregoing and based on the results presented in Table (6), the general aggregative
classification of banks was conducted, and Figure (2) below shows my agencies:

Table (7): The results of the general classification of banks for the period from (2020-2021)
according to the CAMELS standard.

Elements
general market asset | capital
t Liquidit fitabili | Administrati
aggr.ega e. sensitivi iquidit | profitabili dministrati qualit | adequac | (CAMEL
classificati y ty on
on ty y y S
BANKS
33 4 3 3 3 nj 3 Baghdad
C3 my limit | Good Good Good lirr?;t Good Bank
4 2 Middl
3.6 3 3 5 5 R é‘;‘slte
A4 Good Good weak weak ; y i
limit well Bank

Figure (2): Summary of the results of the evaluation of the elements of (CAMELS) for the
banks of the research sample during the beginning of the Corona pandemic

general aggregate classification

41
\‘ ) ) 35
3.5_{1 . 3.3
3 -Fun»-“u“ //'/

S8 e —/
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Prepared by the researcher based on Table (6 )It is evident from the table (7) above that the
Bank of Baghdad obtained the (first) general aggregate rating with a rating of (good-reasonable)
with a degree of (3.3), where this rating is characterized by weakness in one or more main
elements of (CAMELS), which if not treated in a period of time Reasonably, it could lead to a
major problem in the bank's liquidity and solvency, and its risk management is weak, and banks
in this classification are not committed to many and major aspects of the Central Bank of Iraq's
instructions.While the investment bank obtained the (third) general aggregate rating with a
rating of (marginal - marginal - risk) at a degree (4), as it appears that it is in a dangerous and
critical stage as it does not implement solid and safe practices in addition to the existence of a
financial and administrative deficit that led to this weak performance, as well as The risk
management in the bank is very weak and there are fundamental violations of the instructions

]
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of the Central Bank. Therefore, you need to take immediate and quick measures by the Central

Bank to implement corrective measures and follow them directly and continuously.
Third: Comparing the evaluation and classification of the performance of banks before and after
the beginning of the Corona pandemicA comparison will be made to evaluate and classify the
performance of the research sample banks between the two periods (216-2019) before the
Corona pandemic and (2020-2021) the period after the beginning of the pandemic so that we
can know the extent of the pandemic’s impact on the financial performance of banks as a sample
for research.
Table (8): Comparison of the results of the general aggregate classification of the research
sample banks for the two periods (2016-2019) and (2020-2021) before and after the start of

the Corona pandemic

The General Aggregate General aggregate
differenc Classification (2020-2021) classification for the period
e After the start of the Corona (2016-2019) Bank
between pandemic Before the Corona pandemic name 0
the rati i
e rating | Evaluatio | Categor | Degre Evaluation Categor | Degre
grades n y e y e
Very
good - good - Baghda
1.5 reasznabl Cs 33 satisfactor A 1.8 d Bank 1.
y
marginal Z(i;y Middle
1.3 ma% inal As 36 sagtisfactor C2 23 East | 2.
g Bank
y

Prepared by the researcher based on tables (16) and (23)
From the above table (8), we note the following

1.

The general aggregate rating of the Bank of Baghdad decreased from (1.3) with (A2)
rating (very good - satisfactory) in the period (2016-2019) to (3.3) with (C3) rating
(good - reasonable) during the period (2020). -2021) with a difference of (1.5) degrees,
so it belongs to the group of banks with rating No. (3), which carries a mixture of
weaknesses that range from moderate to severe, and if they are not corrected within a
reasonable period of time, it may lead to the bank’s inability To deal with fluctuations
and be more vulnerable to external conditions.

The aggregate rating of the Middle East Bank also declined from (2.3) with a (C2) rating
(very good - satisfactory) during the period (2016-2019) to (3.6) with (A4) rating
(marginal - marginal) in the period ( 2020-2021) with a difference of (1.3), so it belongs
to the group of banks with rating No. (4) that suffer from unsafe and unstable practices
due to the presence of serious administrative and financial problems that can lead to
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unsatisfactory performance, and the problem of this bank ranges between severe So
critical will be unable to deal with fluctuations in business and business conditions.

Conclusions and Recommendations
First: the conclusions

1.

The results of the financial analysis of the study sample banks showed a decrease in the
evaluation and classification of the elements of the (CAMELS) criterion for the bankers
of the research sample for the period after the beginning of the Corona pandemic
compared to the period before the pandemic.

The Bank of Baghdad recorded a decrease in the general aggregate rating during the
period of the Corona pandemic (2020-2021), as it reached (3.3) with a rating of (good -
reasonable), while it had achieved (1.8) with a rating of (very good - satisfactory) during
the period preceding the pandemic. (2016-2019)

The study indicated that the Middle East Bank recorded a decline in the general
aggregate rating during the pandemic period (2020-2021), as it reached (3.6) with a
(marginal-marginal) rating, after it had achieved (2.3) with an evaluation (very good -
satisfactory) in The period prior to the Corona pandemic (2016-2019)

Second: Recommendations
The most important recommendations are

1. Banks must verify the strength and adequacy of capital and continuous analysis of the

quality of assets, both in terms of quality, the size of the required provisions and their
impact, as well as maintaining high and efficient levels of management and working on
studying the causes of low profitability indicators to address them, in addition to the
need for banks to pay attention to cash liquidity and maintain In quantities
commensurate with the size of its potential, and the need to monitor market risks
through the use of pre-prepared programs and results to identify and measure the risk
arising from interest rate fluctuations.

. The necessity for banks that suffer from weak banking performance and lack of financial

performance to change the board of directors because it is primarily responsible for the
decision-making process.

. Working to keep abreast of banking developments by directing and involving the

departments and owners of private banks through the Association of Private Banks with
advanced courses and under the supervision of the Central Bank of Iraq to familiarize
them with the general lines that are being worked out to evaluate the bank, as well as
identifying the basic and effective ways to overcome financial crises by contributing to
Banking conferences and seminars.

Margins

Salem Muhammad Abboud, Crisis and Disaster Management, Corona Pandemic
(COVID-19) as a model, Dar Al-Sadiq Publishing, 1, 2021, p. 8.

@ 614 | Vol. 17 Issue-8, 2022



@ SEYBOLD DOI: 10.5281/zen0d0.7027056

Report

ISSN: 1533 -9211

Rose. S. Peter. commercial Bank management, [rw MCG raw- Hill, London. 1999,
p179.

Ahmed Faleh Ghanem Al-Saadi, tools for measuring financial and administrative
performance and their impact on administrative capabilities, an unpublished master’s
thesis, College of Tourism Sciences, Al-Mustansiriya University, 2016, p. 26.
Muhammad Abdul-Wahhab Al-Azzawi, Commercial Banks Performance Evaluation
System Using the Balanced Score Card, Al-Rasheed Banking Journal, Fifth Issue, Third
Year, 2002, p. 14.

Abdi Dufera, financial performance evaluation (Acase study of Awash International
(AIB), Doctoral dissertation, Department of Accountin and finance, collge of Business
and Economics mekell university, 2010, P19.

Ziyad Ramadan, Mahfouz Judeh, Contemporary Trends in Bank Management, Dar
Wael for Publishing and Printing, Fourth Edition, 2006, p. 3.

Muhammad Al-Taher Al-Hashemi, Islamic Banks and Conventional Banks, the
Intellectual Basis, Realistic Practices and Their Role in Achieving Economic and Social
Development, First Edition, The Arab Group for Training and Publishing, Cairo, Egypt,
2010, p. 62.

Muhammad Fateh Al-Maghrabi, Financial Institutions Management, Dar Al-Jinan for
Publishing and Distribution, Amman, Jordan, 2016, p. 7.

Raslan Aladdin, Organizational Development, Raslan House for Printing, Publishing
and Distribution, Syria, 2012, p. 186.

Robert Simons, performance Measurement & cont systems for implementing strategy,
prentice — Hall, Washington. 2000.P.15.

Nasr Hammoud Miznan Fahd, The Impact of Economic Policies on the Performance of
Commercial Banks, 2nd Edition, Dar Safaa for Publishing and Distribution, Amman,
Jordan, 2015, p. 29.

Falah Al-Hussaini, Ali Mansour, Financial Institutions Management, a Contemporary
Analytical and Strategic Introduction, first edition, Aden University House, Yemen,
2000, p. 239.

Ahmed Bin Al-Bar, Hamza Gharbi, Issa Badrouni, a standard study of the impact of the
Corona pandemic on Arab financial markets - Cairo Stock Exchange as a model, Journal
of Ijtihad for Legal and Economic Studies, Volume 9, Issue 4, 2020, p. 425.

Nadia Mahmoud Tawfiq Jebril, TRASMISSION of COVID-19 AND HERD
IMMUNITY IN IRAQ, 2020, P4.

Huw Jones, There are limits to boldly bank rules in corona virus pandemic, 15 APRIL,
2020. https://www.reuters/article/us-health-coronavirus.

The banking landscape in Qatar 2020 is available at home.kpmg/qa

same source.

Robert Deyoung & MARK J. Flannery & Willian W. lang & SoRin M. Sorescu, the
Information content of Bank Exam Ratings and Subordinated Debt prices, (2001), p903.

@ 615 | Vol. 17 Issue-8, 2022



@ SEYBOLD DOI: 10.5281/zen0d0.7027056

Report

ISSN: 1533 -9211

Manju Rajan Babu, Ashok Kumar, “Adeguacy of CAMELS Rating System in
Measuring the Efficiency of Banking industry: A Retrospect”, 2017, p3.

Sivasakthi & N. Ramya & S. Brindha, Evaluating the Performances of Selected public
Sector Banks using CAMELS Model, International Journal of Applied Research. 2017,
3 (9), pp: 509-513, p513.

Hadjimichalakis, Michael & Hadjimichalakis. G, Armar "contemporary money banking
& financial markets" theory and practice, University of Washington, USA, 1995, p367.
Rajesh Kumar, “Strategies of Nanks and other Financial Institution Theories and cases,”
Elsevier Inc, USA, 2014, p180.

C.duhe, A selective study: CAMELS analysis of Indian private sector Banks
international journal of engineering and management sciences, Vol. (3), No (5) pp: 277-
283,2018, p 277.

S.Ghasmpour & M.Salmi, Banking Iranian private banks based on the CAMELS model
using the AHP hybrid approach and topics, international journal of academic research
in accounting, finance and management sciences 6 (4) PP: 52-62, 2016 , p54.

ABDUL AWWAL SARKER, CAMELS RATING SYSTEM IN THE CONTEXT OF
ISLAMIC BANKING APROPOSED "S" FOR SHARIAH FRAMEWORK, 2019, P10.
Al-Ahly Bank of Baghdad, annual report (2016-2021.(

Middle East Bank, Annual Report (2016-2021).

References

1.

Bin Al-Bar, Ahmed, and others, a standard study of the impact of the Corona pandemic
on Arab financial markets - Cairo Stock Exchange as a model, Journal of Ijtihad for
Legal and Economic Studies, Volume 9, Issue 4, 2020.

Al-Husseini, Falah and Mansour, Ali, Management of Financial Institutions: A
Contemporary Analytical and Strategic Introduction, first edition, Aden University
House, Yemen, 2000.

Ramadan, Ziyad, Judeh, Mahfouz: Contemporary Trends in Bank Management, Wael
Publishing House, Fourth Edition, 2006.

Al-Saadi, Ahmed Faleh Ghanem, tools for measuring financial and administrative
performance and their impact on administrative capabilities, an unpublished master’s
thesis, College of Tourism Sciences, Al-Mustansiriya University, 2016.

Abboud, Salem Muhammad, Crisis and Disaster Management, Corona Pandemic
(COVID-19) as a model, Dar Al-Sadiq Publishing, 1st Edition, 2021.

Al-Azzawi, Muhammad Abdul-Wahhab, The System of Evaluating the Performance of
Commercial Banks Using the Balanced Score Card, Al-Rasheed Banking Journal, Fifth
Issue, Third Year, 2002.

Aladdin, Raslan, Organizational Development, Dar Raslan for printing, publishing and
distribution, Syria, 2012.

@ 616 | Vol. 17 Issue-8, 2022



@ SEYBOLD DOI: 10.5281/zen0d0.7027056

Report

ISSN: 1533 -9211

8.

10.
11.
12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

Fahd, Nasr Hammoud Maznan, The Impact of Economic Policies on the Performance
of Commercial Banks, 2nd Edition, Dar Safaa for Publishing and Distribution, Amman,
Jordan, 2015.

Qatar's banking landscape 2020 is available at home.kpmg/qa

Middle East Bank, Annual Report (2016-2021)

Al-Ahly Bank of Baghdad, Annual Report (2016-2021)

Al-Mughrabi, Muhammad Fateh, Management of Financial Institutions, Dar Al-Jinan
for Publishing and Distribution, Amman, Jordan, 2016.

Al-Hashimi, Muhammad Al-Taher, Islamic and traditional banks, the intellectual basis,
realistic practices and their role in achieving economic and social development, first
edition, Arab Group for Training and Publishing, Cairo, Egypt, 2010.

Abdi Dufera, financial performance evaluation (Acase study of Awash International
(AIB), Doctoral dissertation, Department of Accountin and finance, collge of Business
and Economics mekell university, 2010, P19.

ABDUL AWWAL SARKER, CAMELS RATING SYSTEM IN THE CONTEXT OF
ISLAMIC BANKING APROPOSED "S" FOR SHARIAH FRAMEWORK, 2019, P10.
C.duhe, A selective study: CAMELS analysis of Indian private sector Banks
international journal of engineering and management sciences, Vol. (3), No (5) pp: 277-
283, 2018, p 277.

D. Sivasakthi & N. Ramya & S. Brindha, Evaluating the Performances of Selected
Public Sector Banks using CAMELS Model, International Journal of Applied Research.
2017, 3 (9), pp: 509-513, p513.

Hadjimichalakis, Michael & Hadjimichalakis. G, Armar "contemporary money banking
& financial markets" theory and practice, University of Washington, USA, 1995, p367.
Huw Jones, There are limits to boldly bank rules in corona virus pandemic, 15 APRIL,
2020. https://www.reuters/article/us-health-coronavirus.

Manju Rajan Babu, Ashok Kumar, “Adeguacy of CAMELS Rating System in
Measuring the Efficiency of Banking Industry: A Retrospect”, 2017, p3.

Nadia Mahmoud Tawfiq Jebril, TRASMISSION of COVID-19 AND HERD
IMMUNITY IN IRAQ, 2020, P4.

Rajesh Kumar, “Strategies of Nanks and other Financial Institution Theories and cases,”
Elsevier Inc, USA, 2014, p180.

Robert Deyoung & MARK J. Flannery & Willian W. lang & SoRin M. Sorescu, the
Information content of Bank Exam Ratings and Subordinated Debt prices, (2001), p903.
Robert Simons, performance Measurement & cont systems for implementing strategy,
prentice — Hall, Washington. 2000.P.15.

Rose. S. Peter. commercial Bank management, Irw MCG raw- Hill, London. 1999,
p179.

S.Ghasmpour & M.Salmi, Banking Iranian private banks based on the CAMELS model
using the AHP hybrid approach and topics, international journal of academic research
in accounting, finance and management sciences 6 (4) PP: 52-62, 2016 , p54.

@ 617 | Vol. 17 Issue-8, 2022



