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Abstract

This research tends to evaluate the Palestinian Banking Sector by using the
American Banking Evaluation system (CAMELS), and this through the study
of the condition of Palestine Bank in order to the banking risks that constitute
weakness points in the financial, operational and administrative transactions of
the bank, which requires paying an especial supervising care and determining
the required supervision preferences or the authority interference to manipulate
the matter. The researcher has used the deductive descriptive approach in
collecting and analyzing the published financial particulars of Palestine Bank
based (CAMELYS) system for the financial years 2004 and till 2007. The most
important research findings refer that Palestine Bank Itd has obtained the First
Level (Rating "1") as per the compound evaluation policy of (CAMELS)
system, that is, the bank is essentially sound, and gives indications to its good
performance regarding the profits, and the good growth of its assets. Moreover,
the experience of the administration in following up the tracks of the banking
works, analyzing the related risks and determining proper levels of necessary
capital is good. In addition to the credibility of the profits distribution, the
volume of the stumbling assets is low and its provisions are adequate. The
research showed the importance of applying the American Banking Evaluation
system (CAMELYS), as it offered the positive aspects of the application of this
system and its role in the feedback and supervision with the information that
reveal the weakness and defect aspects and their reasons. (CAMELS) system
also works for making a comperehensive analysis of the bank performance and
coparing it on the industry level in the banking environment, the thing that
contributes in drawing the precise policy and plans for administration through
concentrating on the negative elements that need especial care.

The researcher has come a group of recommendations, the most important are:
The necessity of applying (CAMELS) system on the banks working in
Palestine, as the role in the feedback and supervision with the information is
apparent. Working for effecting the basic elements by which reveaing the
weakness points in each elements is possible, and making use of working with
such elements in a preventive and remedia manner. Developing the
information techniques in the banks which contributes in making the analysis
of al the compounds of (CAMELYS) system with the possible speed and ease
which guarantee the ease of information flow, including that related to the risks
to secure the administration competence. Working for obligating the
Palestinian money authority with using (CAMELYS) system in the officia and
field supervision operations on the banks working in Palestine, and following
the international developments related to the systems speciadlized in the
financial analysis, and the supervision related to the banks.
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Financial Ratios :4flall ceudll §

TCR - Total Classification Ratio ciyiaill  Alaa) Ay
((3miall sl Cliaaia) Claaddl s ASLY 3 ia e 5 il (g il A
Letllae Y 4S5 Y] apiil) dusas e ginazm g Al ] 50 gn Ol pe Al 230 ()Ll
(5) (1) e sl

WCR -Weighted Classification Ratio sl i) A
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Sensitivity to market risk :gowd) o dsluad Jidad o pése §
Net interest income (NI1). Bl aile dla
2wy 5200l Abial el 5V 4t la g e 530N Auluall Casa sl 50 s
(MacDonald and Koch, (322l J 2 ae *ilel 53N) — 3250 Jaee * s g sall)

2006, p171).

Net interest margin (NIM). SalEl (hala duud
Canii 5} Ll ¢ J2l 5 5aal aga gl Maa) e s dle la Luil) oda
o Sall g el 2Ll 3 iat Goja 5508 gae o Gl Ja LS Al oda
.(MacDonald and Koch, 2006, p171)xsaxa
Rate sensitive assets (RSAS). BalEl e anal Auluall @l ga gal)
Gl b Lyl s 32l e sl dam S ) Clasasall o
6 Y Gajlaall gal @l gl el daleia) Gl 5 aliall i a4l
(MacDonald (J—aY) 3 _yaad da ol L0 &35V ) ZELaYl o S el il
and Koch, 2006, p171).
Rate sensitive liabilities (RSAS). Baildl e anal dubual) el 15N
JaY) ety G ) ailagl) a s sl e & sl dags S 3 el 5N s
o s ) ) ALY (JaY) B pad o)) Claled ¢ b sl g ccalhall s wila IS
(MacDonald and (s 3—S el ¢l sl e o (5 AN G jlasll (e cails] ol g JaV1 5 i

Koch, 2006, p171).
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GAP 5 sadl)

Al CcalS 13 il Aubuad) il SN 5 s g gal) G 8 sadll Lpll b38 (uis

‘ by il I e ST sailall dalia ol 5N o ey 1308 QL
e (Sl g Do el e SIS O (S 138 Qllll

(MacDonad and Koch, 2006, p169).

GAP ratio 5 gadl) duwd
L A 1l 038 (6 i g 5 sl il 1308 (GAP 5yl L Aol 038 an B

anl s e J8 Ll iy 3¢ Callially daitl) il 1Y W cand e 5S) s aal
(MacDonad and Koch, 2006, p178).
|GAP| 5 gaill Aalhal) 4ol

Ll ¢ 3 gl tal Gl sl bl 5N 5 €l g gl Haasd s Zillal) 5 gandl

(MacDondd and Koch, 2006, (3 swll dsliadl Hlalaall chal § LalS doal) ol Caedi )

p178).

Target GAP Adagieal 3 gadl
el a & il A aaia g BlA e B,10Y) LadaaT Ylall 3 jaall Do s gell d8agTiall 3 gadl
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1. Return on Total Assets

(ROA) = Net income =%
Total assets

(Peter S. Rose, 1999, P158, and Michael C. Ehrhardt, 2005, P454).
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2. Return on Equity

(ROE) = __Net _income =%
Average Total equity

(Eugene F. Brigham, 1989, P276, and Michael C. Ehrhardt, 2005, P454).
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3. Return on Total Average Assets

(ROAA) =_ Net income  =Industry average = 1%
Aver age Total assets

((CAMELYS) rating system 1996, updated April 2008).
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(CAMELYS) _shia ca s g o) A duluall g A Uy

—dsad Jhlial duulual) 1Y
t— 45l Luws Baas Sensitivity to market risk (3 swl ) dsabiad) Jalas ey
lly5 1997 A o sSall 138 adl Cum ((CAMELS) (Sie¥) 8 jeadll ol allas il S
Cojladll cilan g ¢ Joall 5 sianad) e i 0 4 jadll y Al ) il ¢ o
Y 4 ((Camels rating system, update: February 24, 2008) ddlall il W A e S
il L e dalia Lgiay pasadl) 138 8 cle s sl o waad) o 3SA) ge
Dl 8y ) Gl S0 el g aald) el 8 sl dabid) ciled gl
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—1dsd) Jhlaa ) Salead) @ pdiga g qud

1. GAP= RSAs-RSLs

(MacDonad and Koch, 2006, p169)

Gl L daill el 13 aslall dubiall el 315 i ga sall G 8 sandll daiill o3a (i
Dl 1 a s cmaa (uSall g Clasa sall e ST a3l Alia el ) o e 1368

- (MacDonald and Koch, 2006, p172) L W zua s (e Y

o g Y sapee Gl (8 52 Y e e ) 5 Am e Al clS Jla 5§
N ane alind Jla b W sl sle il 850055 Al s Al sl

ade ot Al g Al ol el & Galeds) ) o Glld Gl sl

sl dle o b mla)

Dl el ) el e ooy sl <V axe o) 5 calldly Al cilS Jla 8§
N e pal sl Jla by axld) sle e 8 mless ;) 2l dslal sal)
a0 s Al g Aa) sl Sl Laliadl ade (6 i Sl a5
3l xile

sadldl) gLl L1y o (i iy 30l Cl e Candl 5 jhea Al S Jla 3§
N e galind) Jls gy aailll dle o e jasn gl Gy YV duad) 5 43
it gl Gy Vs Al s Asal s e (mladsl agde (5 i olld ol sl
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2. GAP = RSAs

RSLs
(MacDonad and Koch, 2006, p178)

ia 50 GAP 5 sl G il 138 el 55 5S3a (1) ol Aalaall b dpill 028 aa y
13 gd b T Aagll cul€ 1Y W canly (e 58§ mmaa aal s L Al oda 4
Cadgll A< i Aalull Alabeall ol S Aul) oda yiiad Vs aaly e J8 L ey
s a Y] (G all 5 Y J (e Hlme aaad e 325l bl Gend) Hhlaa e
e s8d) Sland 8 el Aulus hlie dsa lawa s Al Aladl by 4ol

B a5 Al culS g clabeall A ge o Al Al S o) g s sl

3 GAP | =%
Earning assets
(MacDonad and Koch, 2006, p178)

sl a Candi ) Lala (3 gl halaal duliadl clal 5N 5 o s gad) A (i dallaall 5 gl
V) Al ol §f Al s3] Jlme an e Y (K1 ¢ gudl Ailiall Hlalad) cual ) LS Al

MJ@_‘.MAS\ 'E}AAS\ 4_:.;».} B ES (e LJ‘).\AAS\ 'EJ\.J;\ 533a% ‘_,’_\S\ Jw\
4. Target GAP = (Allowable % change in NIM)(Expected NIM)

Earning assets Expected % change in interest rates
(MacDonad and Koch, 2006, p178)
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—isndl hlad Aleall Jias

520l lual) bl N5 agasal gy (9) W) Jsan

2007 2006 2005 2004 58l Luloaall 3 g2 gl
143,587,513 | 260,492,883 | 232,010,023 | 159,071,054 ey el
359,701,596 | 230,587,351 | 177,237,850 | 178,482,118 Gijlaad 5l 52 f
16,804,561 | 24425553 | 2/439,173 588,774 Auladdl ) Al 5 o
3,264,380 | 3,151,839 | 193,277 | 5,042,303 el e Ale a3
623,358,050 | 496,674,626 | 411,880,323 | 343,184,249 5l Ll 3 m 5l 6 pana
s %4.8 sl A La0U il Janall 3 s g gl
74,054,465 | 15,346,968 | 10,000,000 | 15,000,000 | ledlinial ol L Jaiina ol e
697,412,515 | 512,021,594 | 421,880,323 | 358,184,249 & sanal
2007 2006 2005 2004 salall duluall el 13N)
649,162,264 | 452,331,575 | 378,493,145 | 311,597,748 Slaall g3
5387800 | 2502617 | 1035274 | 1,066,658 o jaall
52,283,342 | 43864479 | 31,446,724 | 52,292,807 Adanddl) 563 Al s
706,833,406 | 498,698,671 | 410,975,143 | 364,957,213 & sanal

—Aaaldll G pdsell DA e Gend) ) daliad) Jalas Al g (Y

B2 )y il Giala A -1

Saslall Aslaal) C"_\LA\J.\N\_S U_\\JP}J\ O JLQ-L\MY\ b 5ad u.ulfjé -2

5 sadll Aad Luld Jf Adllaall 5 sadll A ae 5 laY) (e Adagiosdl) 5 gadll 4 lae -3

Aledl) 5 il a5l Al J seal) (o Adagiasal

5l Abiad) @ pm sl (para LS Y i) JA) I3 g s (i GAP 8 padll o il wie |
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2004:-
Net Interest Income = (338,141,946 * 6.91%1) +(5,042,303 *6%) + (15,000,000 * 4.8%)
— (364,957,213 * 1.43%) = 19,169,258%

Net Interest Margin = 19,169,258 = 5.35%
358,184,249 2

GAP = RSAs— RSLs= 343,184,249 - 364,957,213 = - 21,772,964

GAP Ratio =R SAs = 343,184,249 =0.94
RSLs 364,957,213

Jsal e el sl Hhlia ) duluall o padll o GAP Ratio ) s GAP (e S ixd
il GAP ded (Y el y aalall Hland LpuSall < il Jla 8 G sall lalid dulial)

1« J8 GAPRatio

|  GAP | = 21,772,964 = 6.08%
Earning assets 358,184,249

N1y G nall Aula LAl il ) Ranail 038 Candi ) LalS 4 xS GAP U dillad) Gl

B Ji e Adagiuall B eadl) Apn V) lma Ll aa 0 Y

Mu)g}uudjjﬁs%l43éb}l\}4%69l ud}ﬂ(dggﬁl 4JYJJ Utga) Py’ | uMZOO4Ma£M\wLM}L1

.2007 HUL seball <2006 dud jhe G g i) i)

3 sm o) YL (9) aiy Jsnal s oS3 sa il Al o) Jy a1 (e IS ot Jaall s ) Jsea) 2
15,000,000 41 (3t g il oo Jakine ) il 5 5,042,303 Al aull 5 5 e e
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Target GAP= (Allowable % changein NIM) (Expected NIM)
Earning assets Expected % change in interest rates

1ol Gal®l L aaS Ca el 35000 Laaad ilall 3 aad il ga sell ddagial) 5 sadl) cuilS L
iy 3,03yt pae o g g B3 Jland sl 5 sl Baulaall Gl Lad (i jadl)
Coad i Galald @iy 319 o e il b e Canll) (g Abaginal) 5 sadll Gl (alald
95 a3 NIM & usilly Lgie 5 ) Al (Jaall 5 jaall Jsal dlea) (e %5 NIM

ot Ahagiuad) 5 sl A 8 006 a0 Jane Cad 5 LS ¢ paiilly f 0L 310

Target GAP= 5%* 5.35% = 4%
Earning assets 6%

— b Lo Jaadly Aallaal 5 gadl) A aa B laY) U8 (e Aaginal) 8 gl dp A5 ey
A allaal) 3 gadl) Aus 5ol ) A 523l pmad Aiall o padll s JsaY) haliasalyy §
04 Gdrgid) 5 il Lons e 966,08 dalld
e el G U Sl a0 i Syl Y 52 7,445,594 5 sadll dadsaly  §

1y e i L Las )3Y) U (e Rdagiaall Ll

14,327,370 = 358,184,249 Jaall 3 jad J sa) X %04 ddrgival 3 sadl) dowi = ddagiocall 5 4adl
7,445,594 = 14,327,370 ddagiusal 5 sadll - 21,772,964 el 5 sadll = 5 sandll 3 ol ad) Ao
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2005:-

Net Interest Income = (411,880,323 * 7.81%) + ( 10,000,000 * 4.8%)
— (410,975,143 *2.13%) = 23,894,082

Net Interest Margin = 23,894,082 = 5.66%
421,880,323

GAP = RSAs—- RSLs =411,880,323 — 410,975,143 = 905,180

GAPRatio=RSAs = 411,880,323 =1
RSLs 410,975,143

O el G 1) Hhlie ) dulual) Ciasa sall o GAP Ratio ) s GAP (e S il
el Y Sy ailal) land LpSall el Ja b Gsndl il dulual) il 3N

1 55l GAPRatio 5 dua 5« GAP

| GAP | =_ 905,180 = 0.21%
Earning assets 421,880,323

05 Bmdl Al LAl 5 Al 038 anii ) L 4 jiad GAP 1 dallaa)) G
2004@&@\0&%)@_5‘3)\&?\dﬁwﬂw\ﬁjﬂ\wy;\ J\:\ML@JJ;J:}Y

sl ) Aauliall jllie 8 L pale Galiad) Baadl 966,08 il Cua

AL s 5 oy LS 062,13 a3 5 967,81 Lias Al (Jiad ¢ Y 50 ¢ i) ZD Dlaall 2005 Aiudd 55y Jaus sa
.2007 ,UL jeball <2006 dud jhe ) g i) i)
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2006:-

Net Interest Income = (496,674,626 * 8%?) + (15,346,968 * 4.8%)
— (498,698,671 * 2.5%) = 28,003,157

Net Interest Margin = 28,003,157 =5.47 %
512,021,594

GAP = RSAs— RSLs = 496,674,626 — 498,698,671 = - 2,024,045

GAP Ratio = 496,674,626 =1
498,698,671

O el G 1) Hhlie ) dulual) Ciasa sall o GAP Ratio ) s GAP (e S il
el Y Sy ailal) land LpSall el Ja b Gendl il dulual) il 3N

1 5L GAPRatio — 5 4 5« GAP

| GAP | = 2,024,045 = 0.40%
Earning assets 512,021,594

N1y G mall Aulall LAl il ) Ranail 038 Cani ) LalS 43 xS GAP U dillad) Gl

BIaY) Ji e Aagiall B eadl) Apn V) lra Ll aa 0 Y

il ).Ugu Gy L %2.5 é\d}l\} 8.0 udjjﬁu (dgé,a:l cJYJJ c)\.'\gd) A C axll 2006 A 3234l )&u.b...u}ul
.2007 ,UL jeball <2006 dusd jhe G g i) i)
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2007:-
Net Interest Income = (623,358,050 * 9%) + (74,054,515 * 4.8%)
— (706,833,406 * 3.5%)= 34,917,670

Net Interest Margin = 34,917,670 =5.01%
697,412,515

GAP = RSAs— RSLs = 623,358,050 — 706,833,406 = - 83,475,356

GAP Ratio = 623,358,050 = 0.88
706,833,406

O el s D jhlie ) duleall il 5N o GAP Ratio ) s GAP (e JS i3

Aad Y llig iy el sl Jla b Gaad Lhlaal duluall ¢ilsga sal

1 ' Jil GAPRatio I 5 ddls GAP

|  GAP | =83,475,356 =12%
Earning assets 697,412,515

N1y G mall Aulal SLLAa) il ) Ranail 038 Candi ) LalS 43 xS GAP U dillad) Gl

B Ji e Adagiuall B eadl) Ann V) lira Ll aa 0 Y

Gl haliad dliall Jilas i yise aal g (110) 4 Jsas

Annual 2004 2005 2006 2007
Interest Margin 5.35% 5.66% 547 % 5.01%
GAP | -21,772,964 905,180 -2,024,045 -83,475,356
GAP Ratio 0.94 1 1 0.88
IGAP| 6.08% 0.21% 04% 12%
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