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Abstract:

The study aimed to identify the effect of currency exchange rate
fluctuations on the capital adequacy of Yemeni commercial banks. This
study used control variables: credit risk, liquidity risk, and profitability
index, depend on the capital adequacy indicators, which are the equity
to assets ratio and the capital adequacy ratio according to Basel | during
the period from 2008 to 2017. Population included Yemeni commercial
banks, four banks. In order to achieve the objectives of the study, the
descriptive-analytical method of research was adopted, and we used
simple and multiple linear regression models for data analysis and
validation of the study hypotheses. After that, the study has found the
following results before insert control variables: There is a negative
correlation, but not statistically significant, between exchange rate
fluctuations and the equity to assets ratio, also negative correlation
between the liquidity risk and capital adequacy indicators but
statistically significant while there is a positive correlation between
exchange rate fluctuations and the capital adequacy ratio according to
Basel I, but not statistically significant, between the credit risk and the
equity to assets ratio at also between the profitability index and capital
adequacy indicators.

Key words: Exchange Rate, Capital Adequacy, Credit Risk. Basel I,
Common Equity.

JEL Classification Codes: G21-G30
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