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Factors affecting on the profitability of commercial banks using the CAMELS model
An Applied Study on the Algerian commercial banks during the period 2005-2014
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Abstract:This study aims at identifying the effect of CAMELS factors on the profitability of
Algerian commercial banks by examining the components of the CAMELS model: Capital
adequacy ratio; Asset quality ratio; Management quality ratio; Earnings quality ratio; Liquidity
quality ratio; sensitivity to market risk ratio on the profitability indicators (Return on equity and
Return on assets ). The study is based on a sample of Algerian commercial banks during the
period 2005-2014. Using the Panel data models, the main results of the applied study indicate that
the Capital adequacy ratio, Asset quality ratio and Management quality ratio, are considered
explanatory factors for the profitability of Algerian commercial banks.
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bl Bgias : (01) o) Jsur
Corrélations
ROE | ROA | CAR AQ MQ EQ LQ s
ROE | Corrélation de Pearson 1] 5907 -017[ -439” -,001 ,025 -060] -321™
Sig. (bilatérale) ,000 ,852 ,000 ,992 ,786 ,518 ,000
N 120 120 120 120 120 120 120 120
ROA | Corrélation de Pearson ,590™ 1] 6687 -,162 -140[ -205" 007 | -4417
Sig. (bilatérale) ,000 ,000 077 127 ,025 ,936 ,000
N 120 120 120 120 120 120 120 120
CAR | Corrélation de Pearson -,017 ,668"™ 1 1837 -2677| -354" ,096 | -284"
Sig. (bilatérale) ,852 ,000 ,045 ,003 ,000 ,295 ,002
N 120 120 120 120 120 120 120 120
AQ Corrélation de Pearson -,4397 -,162 ,183" 1 175 -,016 -,055 -,059
Sig. (bilatérale) ,000 077 ,045 ,056 ,861 ,550 ,519
N 120 120 120 120 120 120 120 120
MQ Corrélation de Pearson -,001 -140] -2677 175 1 5897 | -269™ ,059
Sig. (bilatérale) ,992 127 ,003 ,056 ,000 ,003 521
N 120 120 120 120 120 120 120 120
EQ Corrélation de Pearson ,025| -205"[ -,354™ -,016 589" 1 -,073 ,018
Sig. (bilatérale) ,786 ,025 ,000 ,861 ,000 ,429 ,848
N 120 120 120 120 120 120 120 120
LQ Corrélation de Pearson -,060 ,007 ,096 -055| -2697 -,073 1 -,145
Sig. (bilatérale) 518 936 295 550 003 429 114
N 120 120 120 120 120 120 120 120
s Corrélation de Pearson -3217 | -4417| -284™ -,059 ,059 ,018 -,145 1
Sig. (bilatérale) ,000 ,000 ,002 ,519 521 ,848 114
N 120 120 120 120 120 120 120 120
**, La corrélation est significative au niveau 0.01 (bilatéral).
*. La corrélation est significative au niveau 0.05 (bilatéral).
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3\,1..4\ Csjd\ caldll Cs,.w M\ CS%A\ O el
(*)0.183798 (*)0.199750 (*)0.197040 C
-0.045629 (*) -0.316499 -0.013708 CAR
(*)-2. 460499 (*)-2. 816338 (*)-2. 375246 AQ
1.115842 (*)1.323971 0.695500 MQ
-0.852536 -1.123138 -0.626549 EQ
-0.008044 0.002062 -0.016993 L
(*)-0.347652 -0.065720 (*)-0.464903 S
0.325310 0.585351 0.338642 R?

EViews 9 gl wln 2 e slazs YU dUl slis] e 2yl

0.05 s alal) 35000 ()

ROE 3 slusuwt Redundant Fixed Effects sl gt :(03) o8y Joutr
Redundant Fixed Effects Tests
Equation: fixed
Test cross-section fixed effects

Effects Test Statistic d.f. Prob.

Cross-section F
Cross-section Chi-square

5.517117 (11,102) 0.0000
56.023587 11 0.0000

EViews 9 gl ol 2 e slazeYU domUl slis] a2 yokebl
ROE i3 alusuwl Breusch-Pagan i) it :(04) o3 Jg-

Lagrange Multiplier Tests for Random Effects

Null hypotheses: No effects

Alternative hypotheses: Two-sided (Breusch-Pagan) and one-sided
(all others) alternatives

Test Hypothesis
Cross-section Time Both
Breusch-Pagan 21.71476 1.833372 23.54813
(0.0000) (0.1757) (0.0000)

EViews 9 gl w2 s slazeYU U slas] e 1 ybaall

ROE &4 alusul Hausman sl qit :(05) o3y Jgur
Correlated Random Effects - Hausman Test

Equation: random

Test cross-section random effects

Test Summary

Chi-Sqg. Statistic

Chi-Sg. d.f.

Prob.

Cross-section random

26.028012

0.0002

EViews 9 gl ol e slazeY 2L slias] e 1yl

ROA e plisuly Jib il puiddl 7l :1(06) oy Jotr

Sl 3 el bl =350l (Feored) 390 Oyl
(*)0.012884 (*)0.16681 (*)0.11951 C
(*)0.066258 (*)0.031008 (*)0.085057 CAR

(*)-0.239902 (*)-0.279600 (*)-0.217839 AQ
(*)0.151491 (*)0.148295 0.108058 MQ

-0.184345 -0.245259 -0.072512 EQ
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-0.000610 8.91E-05 -0.001776 L
(%)-0.024535 0.002809 ()-0.048352 S
0.471268 0.794069 0.620136 R?

EViews 9 gl w2 e slezs Y dtU) slis) o 2 giaall 0.05 s aadald 35000 (%)

ROA i sl Redundant Fixed Effects st g :(07) o3y Jyix

Redundant Fixed Effects Tests
Equation: fixed
Test cross-section fixed effects

Effects Test Statistic d.f. Prob.

7.831859 (11,102) 0.0000
73.472289 11 0.0000

Cross-section F
Cross-section Chi-square

EViews 9 meby ol o sbaeYU 2ol slas] e gokall
ROA a5 ety Breusch-Pagan jles) it :(08) o8y Joutr

Lagrange Multiplier Tests for Random Effects

Null hypotheses: No effects

Alternative hypotheses: Two-sided (Breusch-Pagan) and one-sided
(all others) alternatives

Test Hypothesis

Cross-section Time Both
Breusch-Pagan 25.63433 1.257682 26.89201
(0.0000) (0.2621) (0.0000)

EViews 9 gl ol 2 e slazeYl ae= Ul slis) o0 gk

ROA i slascsy Hausman iz gits :(09) o3y Jyor

Correlated Random Effects - Hausman Test
Equation: random
Test cross-section random effects

Chi-Sq.
Test Summary Statistic ~ Chi-Sq. d.f. Prob.
Cross-section random 26.241712 6 0.0002

EViews 9 wiby ol o sluxs YU iU slie] 2 pbeall
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