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Abstract

The goal of this study is to show the ability of using the CAMELS system
in evaluating the quality of profitability in Islamic banks and to take
advantage of this system in Islamic banks to increase confidence in them
and work to improve their performance and treat the weaknesses to be
able to attract depositors without relying on the loyalty of religious, this
system was chosen because of its great ability to analyze all the financial
aspects of the bank and show all the strengths and weaknesses, this study
is an attempt to evaluate the profits of Islamic banks not only from the
standpoint of the bank but from the standpoint of the owners of
investment deposits too. A sample of (12) Islamic banks from the Middle
East was chosen. Objectives to achieve of the study we analyzed the
financial statements of the banks within three years 2008, 2009 and 2010
and using the SPSS program ,hypotheses were testing by Discriminant
Analysis, which was appropriate for this study .the study showed that we
can use CAMELS system in Islamic banks classifying them into
categories 1n terms of the quality of profitability, namely(strong
,satisfactory, fair , marginal , unsatisfactory) and three indicators of
profitability were used , two of the profitability indicators in the system
CAMELS are return on equity (ROE) and return on assets (ROA) and an
indicator specific to Islamic banks chosen by the researcher is the return
on investment deposits (ROD) since the investment deposits is of major
importance in Islamic banks .this study showed that these three indicators
were very suitable and significant in classifying Islamic banks in to one
of the five rating categories.
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Wilks' Lambda F df1 df2 Sig.
ROE 277 20.277 4 31 .000
ROA .299 18.137 4 31 .000
ROD .514 7.317 4 31 .000

('sPss g=alin clajia ) cplill sl (25) ady Jgaal)

Seadll Jsn 8 Aiead @il e e JS Jalae Gad (26) ad ) Jsaall s
Lgaal ) (@l il Glsiae f Cle gane o JiT S 1Y i) @l il 22a

DIa oy Gl e gane ) gl Capusi 3 (ROE — ROA — ROD ) (e SIS

129



Lok 2800 5 ) A 8 1as age (ROE — ROA ) gyl oy SIS of ey Jsaal

-5 nS Aa s Al A 8 aa ROD ysiial

Standardized Canonical Discriminant Function Coefficients

Function
2 3
ROE .594 -.269 1.019
ROA 527 .092 -1.090
ROD .257 .967 .103

( spss gl cilaia ) Ll A4 cdlalaa (26) ady Jgaal

boh LS il J)go LS S
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Z3=1.019 (ROE)-1.090 (ROA )+0 .103( ROD)
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Structure Matrix

Function
1 2 3
ROE 875 -.274 .399
ROA 833 -.165 -.529
ROD 164 973’ 161
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Eigenvalues

Function Canonical
Eigenvalue | % of Variance | Cumulative % Correlation

1 3.319° 77.7 77.7 877

2 .9012 211 98.7 .688

3 .054° 1.3 100.0 .226

a. First 3 canonical discriminant functions were used in the analysis.
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Wilks' Lambda
Test of Function(s) Wilks' Lambda | Chi-square df Sig.
1 through 3 116 66.899 12 .000
2 through 3 499 21.545 6 .001
3 .949 1.630 2 443
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Classification Results?

RANK Predicted Group Membership
ex oA Jani = Jsia e Total
Original  Count 4 2 0 0 0 0 2
B 3 7 1 0 0 11
L 0 0 6 0 0 6
EATN 0 0 3 7 0 10
o 0 0 0 0 7 7
Jsie
% rx 100.0 .0 .0 .0 0 100.0
e 27.3 63.6 9.1 .0 0 100.0
Ly .0 .0 100.0 .0 .0 100.0
AN .0 .0 30.0 70.0 0 100.0
o 0 0 .0 0 100.0 100.0
J e

a. 80.6% of original grouped cases correctly classified.
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Case Actual Predicted Case Actual Predicted Case Actual Predicted

Number Group Group Number Group Group Number Group Group

Original Original Original
1 5 5 13 5 5 25 3 3
2 4 4 14 4 4 26 4 3"
3 4 4 15 5 5 27 5 5
4 3 3 16 5 5 28 5 5
5 3 3 17 5 5 29 4 3"
6 2 2 18 2 2 30 2 3"
7 1 1 19 2 17 31 2 2
8 1 1 20 2 2 32 2 2
9 2 17 21 2 17 33 2 2
10 4 4 22 4 4 34 4 4
11 3 3 23 3 3 35 3 3
12 2 2 24 4 3" 36 4 4

** Misclassified case
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