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Determinants of profitability in commercial banks using the CAMELS

A study on a sample of commercial banks in Algeria during the period:
(2012-2019).
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Abstract:

This study examined the determinants of the profitability in Algerian
commercial banks using the elements of the CAMELS model for a sample
of nine Algerian commercial banks during the period: 2012-2019, this
research used two variables to measure the profitability of banks which are
the rate of return on assets (ROA) and the rate of return on equity (ROE), To
achieve this, the Panel Data model and the program Eviews were used to
analyze the data. The results of this study found that both the quality of
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profitability and the quality of liquidity are the most important factors
affecting (the rate of return on assets), as well as that the capital adequacy
ratio, and the quality of management are also the most important factors
affecting (the rate of return on equity).

Keywords : Bank profitability, CAMELS model, Panel Data Models,
Algeria.
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ROA 1.000000 -0.228982 0.550706 -0.199975 0.272759 0.704023 0.291436 -0.003988

RO E -0.228982 1.000000 -0.770884 0.238592 -0.507534 0.285124 -0.068778 -0.282743

CA 0.550706 -0.770884 1.000000 -0.425751 0.412835 0.552073 0.180640 0.245646

AQ -0.199975 0.238592 -0.425751 1.000000 -0.099879 -0.149222 -0.687411 -0.292183

MQ 0.272759 -0.507534 0.412835 -0.099879 1.000000 0.421349 0.229174 -0.213266

EQ 0.704023 0.285124 0.552073 -0.149222 0.421349 1.000000 0.232044 -0.263216

I‘ 0.291436 -0.068778 0.180640 -0.687411 0.229174 0.232044 1.000000 -0.606310

S -0.003988 -0.282743 0.245646 -0.292183 -0.213266 -0.263216 -0.606310 1.000000

EVIEWS 12 zabiyy il p5ee (e slexe¥ls o> Ll slae] e 2 yusall

Slydge 9 CAMELS z3g0s olydge Ot 38Me 3929 I (2):pdy Jousd! milu A4S
i LS (ROE 2,811 Bgi> e tslall 9 ROA Jgualll e tilall) dymes I
Ounaill 9 ROA Jsuadl e wiladl 3 Jieill poldl skl o Azl BoLsyl A8Me 292 -
Molas s o ¢ (L) Aguadl 5 (EQ)z ¥l B3g> (( CA) JUI Loly LS 2 s ynal)
il e 0.291 5 0.774 ¢ 0.550 4 5 yauall lpailly molall ) Lol
oundill 9 ROE £,SUI Bga> e aslall § Jiaall mladl il o Adas bolisyl A8Me 5929 -
sl bl Melas 5uds dus « (MQ) 8)l0¥1 Bag2 «(CA) JUI ol 3LaS 10y sl
sl e 0.507 90.770 w8 ypenal) &l paally
el yll ¢ 3Lai-4-2

A3l bl Jedoes Ayl o 2Ll Slaolyadl IS (0 (58 Aalidl z 3Ll i

(Sl plaally Aalaill Sluwhll o dpually bas,s PANAL DATA ANALYSIS & alaal
LWl Lalasd¥l jalelall sla¥l sovasll Add=ill dailns ac diwal 45 Cu>
ULl e gt Aulin Ablas| pabin & dulyudl cwasiwl ((Bendob, 2015, p. 120)
Fixed Effects 2L}l o3l 7 3505¢ Pooled OLS (agazill 7 3g0ill Lia « dpakaall 2uie3l)
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bl aluseiwl @3 JWly « Random Effects Model 4lg-deall oIl 7z 35039 « Mode
Eviews 12 maliys (e slexe¥l L Aslaald 2o

Jssamld acdall aeal) auls lpsall 0985 O qumy Hlams¥l Ul 3 a5l @lad LeS
e st e o Lo LWL AW bledl sy Asuadl cbpiall oY Lasl mlis e
Sl Jogm) caads A s ) Loy 28,laill oudll e il (ssdl anyedll) s
clpizell (Ln) cleslesd K& 3 slami¥l z3ls alasial @ JWL o (Tamil, 2020)
bl G 13 el Lo ¢ el e @3 (0 9 Bailmia il il Jamd Aaglallg Azl
aladall gl i ane oy 7B o i pll sl ol 71 Al s Jazadl
5 (1) c¥olall 3 LS el 1ia 3 z3gaddl ((Anh, Hang, & Huong, 2020, p. 181) (s,3¥1
sl e Alazad) ol clalas o0 fB() Wi Jazudl Jalall 52 PB(1) 2o (2)
)

LnROA = PB(1) + fB(2)LnCA + fB(3)LnAQ + fB(4)LnMQ +

(OfBB)LNEQ + fB(6)LnL + fB(7)LnS + a
LnROE = PB(1) + fB(2)LnCA + fB(3)LnAQ + fB(4)LnMQ +

fB(5)LnEQ + fB(6)LnL + fB(T)InS +a  (2)
{ylom¥ Jelws il -5-2

Oz dgeidl g aedadl avigull Hlas | :(02): 08, JSAI

(Z)GS}Q.LN (1)53}&."
i —38 —_—
Series: Standardized Residuals Series:StandardizedResiduals
10 Sample 20122019 7 Sample 20122019
Obsenvations 72 6 Obsenvations 72
8 Mean 6%l O Mean 12516
Median ~ -0.011221 4 Median  -0.010297
b Maximum 0314818 Maximum 0156085
Minimum 0269050 3 Minimum -0.116315
4 Std.Dev. 0117294 ) Std.Dev.  0.063723
Skewness 0092073 Skewness ~ 0.338735
2 furosis 338860 1 I I I III I II Kurtosis 2532171
0
N I bR oo 0 00 005 000 005 010 0I5 | lgueden 20348
) au 0 o ) 03 Probability ~ 0.808085 Probability 0361772

L EVIEWS 12 zaliys cilyien e slaiedl i Ll sl et sl
Al sl sy Slai¥l s 3gaid sl 5 clasall ol e SSTIL Liad o as
&I Propability 2 dlezs! ol cu> (Normality test ) Gl gl wlylas | U (e
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Glsr of (Msas & olins,all Jeud Sl <(0.38)5 (0.80) cam3geill SIS (3 0.05 Bgas
I L ol it @3 2 3Ladl s o Al laally caadall anjerll oladdy ola3gail]

:ROA Jgua¥! Je wslall ydi5e de CAMELS Z 39 & e p55-1-5-2

13 Lo 48,00 (s FEM ALl 5U¥1 739059 Pooled OLS (awezddl z3gaill cn alslaall -
pamiai oy gols Kol oy S of asge el LS dladl @ cleadl col
Laydgy I Bl ;dud Aslas| (de deiay I Redundant Fixed Effects Tests )L |
J3I Probability ;Las¥l ddleis! o) Lasds o (03):08y Jsazll e EVIEWS 12 zaliyy
Jsdy Lyaall Ao yall (ady aay Lo 0.055 dulyull s (§ souzll 9 Lgiall Saiua (o
z 350y A5)lae FEM Al LY 73005 5o Juad¥l z3sedl oF Joas @l ahudl dus 4l
.Pooled OLS _arozsll

-ROA y&3 alasiwl; Redundant Fixed Effects )L il : (03) o3, Joia
Redundant Fixed Effects Tests

Equation: Untitled

Test cross-section fixed effects

Effects Test Statistic df. Prob.
Cross-section F 2.882198 (8,57) 0.0091
Cross-section Chi-square 24458036 8 0.0019

- EVIEWS 12 zaliys oilamyiea (e slazs¥l oLl slae] (et siuall
9 FEM ALl 5L 7 3908 oo 5LeasDU EVIEWS 12 zaliys 5,85 ) Hausman jlas-| ¢ly2)
Gsiua (o 2S| Probability ;Las¥! dlei>l o Lasdl tu> REM dslgdaadl HUY1 7 35
Lyasall 4un,all Joud a2y L (Prob=0.3054) > 0.05 (g1 dulyull sia § Bouell g Lginll
-ROA i3 plasiwl Hausman las | gl : (04) 08 Jou>
Correlated Random Effects - Hausman Test

Equation: Untitled

Test cross-section random effects

65



G Lyl=tll oidl (0 e e Awlys 1 CAMELS z3gas alaseruly 2ledl dgidl § 2 Il loazs

73/53  olesy Il ae delie o & (sl iy o (2019-2012) :3 a0 S 51521
Test Summar Chi-Sq. Statistic Chi-Sq. d.f. Prob.
Cross-section random 7.169812 6 0.3054

EVIEWS 12 zaliys il yiea e sbee¥l i L) slae] (ot jisall
Al Y1 7 g &5yle REM &slgdall ;0¥ 2 3g0i s Jad¥l 2 35eill ol Jois U1 5
gl Aty dall Ll gl 9 (ailms MY | las e lall 1029 FEM
ROA i pladials iy g 3Lais ol gilis s (05)py gt

Models Pooled ols model Fixed effect model | Random effect model

Variables | Coefficient Prob | Coefficient Prob | Coefficient Prob

Constant -1.383255 0.1356 0.651376 0.5914 -0.785274 0.4106

LnCA 0.041629 0.8007 -0.224579 0.2846 -0.074162 0.6780

LnAQ 0.357517 0.3941 0.039309 0.9287 0.191952 | 0.6470

LnMQ -0.061301 0.5686 -0.464514 0.0526 -0.080566 0.5268

LnEQ 0699919 0.0000 0.369498 0.0962 0.695927 0.0000

LnL 0499060 0.0009 0.281474 0.1061 0.397427 0.0109

LnS 0.070042 0.0036 0.098795 0.4836 0.063384 | 0.0527

R? 0.624386 0.732568 0.454069

Prob

0.000000 0.000000 0.000000

(F-statistic)
 EVIEWS 12zl &by e bzl i L) sl et yoial|

: ROE ol J19a¥! e wilall yiga (Ao CAMELS 73505 &l pia p515-2-5-2

pasiud FEM anldl HU¥) z3geis Pooled OLS (auemdll zigaddl (o Aslaoll -

W ol Lasdl Eus «(06):08, Joix)l ac Redundant Fixed Effects Tests ,Lis!

oady G Lo 0.054 2ulydl sda (8 Bousll g giall (gotus (o J3I Probability HLas|
Al LY 7395 g Jad¥l 2350l () Joas a1 Al Aoyall Joudy B yiiall s yall
.Pooled OLS  arezill 7 3g0illy 43ylas FEM
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- ROE y-4 34 plusiwl; Redundant Fixed Effects jlas |zl : (06) 03, Joae
Redundant Fixed Effects Tests
Equation: Untitled

Test cross-section fixed effects

Effects Test Statistic df. Prob.
Cross-section F 2.671021 (8,57) 0.0145
Cross-section Chi-square 22922394 8 0.0035

- EVIEWS 12 zaliys il yien e sbaxe¥ly oo Ll slae ot juuall

dilgdall SU¥I #3905 o FEM anldl HU¥ 73505 (e 5L Hausman Las | ¢l @

G 8ozl Lgiall (g9tun (o #S| Probability HLas¥! ddles| ol Lasdls Eo> REM
ROE &3 alaseiwly Hausman ylas | gl : (07)pd) Joue
Correlated Random Effects - Hausman Test

Equation: Untitled

Test cross-section random effects

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.

Cross-section random 5.914265 6 0.4329

- EVIEWS 12 iy cila e (e slexe¥l ot Ll sl oot siuall

REM o Joas @1 9 &yiiall 2is,all Jgud aay Lo (Prob=0.4329) > 0.05  sda Lilulys

FEM gl 5U¥1 7 g0ty 4550 Algdadl HUY1 23505 9o Lad¥) 7 3.0l
ROE yiya pluseiuls Jib z3leiy yuodall gilis: (08)pd) Joua

Models Pooled ols model Fixed effect model | Random effect model

Variables | Coefficient Prob | Coefficient Prob | Coefficient Prob
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Constant | 2255241 | 0.0000 173427 | 00114 | 1.970966 | 0.0003
LnCA | -0.536410 | 0.0000 | -0.354800 | 0.0029 | -0.446111 | 0.0000
LnAQ | -0.175899 | 0.4403 | -0.034610 | 0.8859 | -0.076639 | 0.7365
LnMQ | -0.208730 | 0.0006 | -0.240812 | 0.0669 | -0.232711 | 0.0008
LnEQ | 0.157070 | 0.0126 | 0.064425 | 05934 | 0.095277 | 0.1686
LnL | -0.006427 | 09348 | 0.085284 | 03690 | 0.048580 | 0.5550
LnS | -0.005882 | 0.6426 | -0.059574 | 0.4422 | -0.009733 | 0.5532
R2 0.701391 0.782811 0.528056

Prob
0.000000 0.000000 0.000000

(F-statistic)

- EVIEWS 12 zaliyy il e (e sbaae¥ly i Wl slae] ot juuall

Ladidlin 9 &yl 5lis -6-2
ik Lo W (5 (08) o35 9 (05) o) clguiell libane M5 (10
ROA Jgua¥l o wslall Juas 73 905-1-6-2
A5 93 CAMELS 733 (e cuniie Gilsdiall 331 23005 el il W) s @
P U ENLEY [QUNESVETLIVE SR P JUPSHIE WS PP P AP e
Loyl s alatad) el paill sda Cuo . Ugudl 83s> 9« 4z ll 339> (Laag ROA
Ao 3929 e 23La) « 7454 Ay (gl e wiladl Juse) plad) il e
Bag> Aud Jgua¥l B39 (JUI (uly LS Aad (1 Brude s (gl Bugine e
Se bl Juse) pldl aall 5 Gedl Jbls slesl Lpwlumdl dudy Byl
16 dunyall g 3 Ayl 2 Anyll Ayl e S Gy ey JUillos (Jsnctl
die Jguadl e wiladl Jure e Ugpad) Bogd Alias| AV 93 lxyl J3l uzgy @
L @ 8505 O (drey « (0.0109) AV Aad iy Co (752 Q) Wginl) Ggiuna
& (70.39) Hlaiay Joua¥! e wsladl 2ud 3 5oLy ) 6385 (11) + Usuad! Bag
SlalAYL ¢ agll (3 ALl Joua¥l olosiod agaa |las &l5mdl &yl Clgidl
Laadlad aoad ALl padl Jouadl J ¢ ol (190 « Aamlall g Andgall padl AU
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i Jasa¥l e wlall Juae (e Bzl 5o92) Ailias| A¥s 93 lml Jil azsy @
dl 255 (11) 4 ol Giele Glo s @ 805 0 s « (15 2 O) Logicall sans
i L @85l ALl gidl 8 (70.69) Hludas Jsuad! (e wiladl Aud § 8oL
lodes ASHN JSEIL Layladine) g Jguadll i) e 35008 ol sda olyls) oof I
13 Budims § Bylyatel po LS

:ROE Loladl Jlga¥l (e wlatl Juns 7 3945-1-6-2

93 CAMELS 73905 (o crapiin lodiadl 391 723508 bt il W) cond LS @
e ladl Jamey Aies dyilizdl dolmtd) oidl Ay e 0135 « Lgine Ay
sda G . Byla¥l Bag> 9 ¢ JUWI iy LS 2w tleag ROE Lol Jlgadl
(ol Jlse¥l (e wslall Jans) sl paall e Loyl puas alazadl olpall
By Lwd O Byude st gl Lgiae a2 ABe 3529 (e A8Ls) « /528 deuds
9 Boandl jblis sl Al wdy Uguad) Bag> Ayl Bos2 (Jsuadl
2 A yall (o S (a8 ety Qg (Ao lsdl Jlsa¥l (e wilall Juas) sl il
6 Ayl 9 o5 Ain pall 4 dyn i

Jlsadll e lall Juse e JW (oly LS Aanld Ailas] AYs 93 (oo 3l uzgy @
+ JU ey LS 2ad @ 805 Of Gaes « (75 2 O) Bugiall Sotume e 2ol
e lall By Aies aladl Ayladll oadl Bz (alassl Y| 6035 (/1)
Sl cliy ooy dwSall A8Mall slia ywdiy « (70.44) Hlade Lol Jlgedl
Ayl B8 M5 23 5lke 15 ) 03 23 5Leke 10 1 JUI (s 0 3381 el 28 ]
5 Wyl Hlamil Jl @5 b lda olblasyl 5 7L st dwlw J) 28Ls)
ol oo &alall Z L) By e 5yuall olas Jlby slediadl &Ll Jlsad!
A4S Bgax

st de wladl Jume de 51o¥) Bogzd Aglias] AVs 93 quSe L3l uzgy ®
Ol @aes < (0.0109) WY Aaid caly Eus (/52 ) Bgiall Soiun dic Lols|
Lyilell Ayl ga ) Aoy (alasesl ) 6255 (1) £ mandll Bag> Ad § 8005
WMt sda yuds 9 (70.23) Hlada Aslidl Jlsdl e wladl deady dias

69



& Loltdl gidl o &ige e Al : CAMELS 7350 alageialy Lletdl gidl § L)l laazs
73/53  olesy Il ae delie o & (sl iy o (2019-2012) :3 a0 S 51521

Alai¥) slaaie ByloYl laas el S e MR CaJISE §lasly 2wl
IS § @Sl detay Co Gugndll IS 1] A8Ls)  JLat¥l g duzplsisl
B ANl wdss e Lppady aS, Al Auldl Al e 8510Y1 Bk e il
¥ July
Ay de CAMELS z3gai juolic 3l &8ya0 2ulyudl sda s (e Llgl> :auadls .3
Random Effects ilgdaall J3¥1 23905 Juloed wlis calyl Cas ¢Sl § el ol
9 (EQ) azsydl Bag « (MQ) 8yla¥ Bagz « (CA) JUI Ly S 00 IS o deModel
3 2yl bl gidl Aoy Gunlie (e il LafST o yoliall gal (2 (L) Ugeed!
Ol s« (ROE) 281U 39a e wilall 9 (ROA) Jsuadl (he wladl Jume o0 DS 3 Al
Jssodl e wslall Jane jolall pdall peas (Uguadl 5 L)l 5392 cnlazad] cupaall US
wladl Jase il pdall uas (51591 832 9 JWI Guly LS il Lol ¢ 745.4 Ady
A5 &3 A8 s9g puke Juladl IS (o ial S 9 0 752.8 Ly LS Bga> e
ol capailly (S) Goadl slolins olowil 2uludl « (AQ) Jsaadl 8352 (o JSI Bginn
Sl @ Ay ltdl ol Ay (e Gadl)
zisas e slexe¥l Zuhull sda gos @l 4] cdioss e IS o0 1luosil 4
S e S Byual L G ells ols ¢ yslidl § Al Sgidl eloT @uuas § CAMELS
Jlae] 09 Agpudly Lz dl Baga (Bylo¥ Baga (JUI ly LLaS : 29 (Sl e1o¥) Luld
e daadl e oD JIL 5 ¢ Goandl lolie alsl Ausluwdl g Jguadll Bagz 15,3Y1 jiolinll
oodd LW Blawdll Jae aedl ¢ lie pderd JUI 5 solazd¥l ¢ laall el Aagae Sl
ol elylatiool A8 pudy Lo Idag (¥l &> Lo Jgalll Bazs @ @I il s gy Japdds
Lz Bydlie ABe L () Ayladladl Ldadlone a9 2L 3Lg¥1 @ 2505l Lt
Aole Loy Ldgunl Boga 9 lgidl ain
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Al LdaY) Gojladll elal anii (2021) sl el Glin 5 ¢y saaily A5, 23
Ostadll ulae J50 3 LDy Gjbad) e dld A 0 CAMELS zila
¢ doadial) Lllel) 5 Lpwlaal) Slu/ il dae 2016-2010:3580 DA sl
(1:232) Sealaal/

o sl Ll oo a2 3led 381 55 (530 L(2020) LG8 o) s e lid el 24
06: x| ¢ Lolaiy] 4ildd dae, CAMELS z3sed (8 8l 8 cApadluy) ol sl
‘ .189-188 claiiall ((01:222)

Ldly) gl Jlall Gl W (12013 ey 9 5 8 1ns) L pmall Jlals 25
Llall delicall G ool Ailad] | skl Cila jia 5 ol 5l Gandis 4y 53l )
(02 Anin) hudlu Y Lullal) delicall 40 45 Cilul] 4aa Y/

Sl 1Y) and (2021) .0pd e il de o lamd dpan iy R e 26
Ll 4kl &l e Ao gana Al o Aallall Call aladiuly 4y jlall & gl
¢ Loladll aslel 5 _pusd 5 LolaBy) b skl dae 2019-2015: 34l YA
34 Aniia (01:22all) [4ralaall

TAgad pladiuly Aol Gl dsay Ao 355l Jal sall (2018) Aas op idals 27
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