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Abstract

This study analyzes the performance and financial credibility of six Turkish banks
for the period of 2005-2016. The sample comprises two state-owned deposit banks,
three private-owned deposit banks, and one foreign bank. As one of the most popular
methods for measuring banking performance, CAMELS method is used to analyze the
performance of the banks. CAMELS stands for Capital Adequacy, Asset Quality,
Management Efficiency, Earning Quality, Liquidity, Sensitivity respectively. When the
average rates of 2014, 2015 and 2016 ratios —for each one of these mentioned
categories- separately examined, none of the banks is found to be superior to the others.
As for the composite rate for CAMELS though, Ziraat Bank has the highest rate
(29.32%) and Halkbank stands at the last row (21.94%). Overall, the values of the
CAMELS ratios for 2016 seem to be quite close to each other. However, when the
yearly analysis is conducted, some significant differences in the categories of CAMELS
ratio are observed. In addition, ANOVA test results state that the means of CAMELS
ratios are significantly different over the years. Finally, comparison of CAMELS ratings
with institutional ratings shows that the latter does lag the financial indicators of the
companies and even can be not reflective of the current financial condition of the
company. On the other hand, the trends of the institutional ratings and of financial
indicators are consistent over a long period of time.

Keywords: Banking, Performance Analysis, CAMELS Approach, ANOVA Test,
International Rating Agencies

*Corresponding Author



M. Ghazavi — S. Bayraktar 10/2 (2018) 847-874

1. INTRODUCTION

Banks, in today’s world, play a very important role in maintaining the stability of
different sectors of the economy. Apart from the main function of just being an
institution to safeguard people’s deposit, it acts as an intermediary to purvey loans to the
economy and provide diverse services for businesses. Therefore, the health and
soundness of banks are very crucial to ensure smooth and robust economic development
of any country.

World financial organizations such as Bank for International Settlement (BIS),
have tried to codify some supervisory regulations for such an important sector. Three
sets of these collections are known as Basel I, Basel Il and Basel III guidelines. Basel I
was announced in 1988, in which two key issues were emphasized. The first one was
related to capital adequacy ratio for the banks and the other was related to the
classification of their assets. These rules were implemented in the early 1990s in main
banks. Since in the course of time it appeared that Basel I had some deficiencies, Basel
IT was launched which included methods of hedging different risks. According to Basel
I, internal supervision of banks was more emphasized. With the recommendations of
Basel I, rating agencies also came to the fore and took a considerable role to play in the
financial industry. Subsequently, the emergence of 2008 global crisis proved that the
prudential rules devised by Basel committee need to be revised and reinforced. Based
on this revision, more emphasis has been given to the specific risks related to individual
banks and also the weights assigned to different categories of the assets went under
serious amendments.

Just in order to have a summarized picture of Turkish banking system, it is worth
mentioning that as of September 2017, there are a total of 46 banks operating in Turkey
and the total assets of Turkish banking sector is USD 737 billion. (www.tbb.org.tr).
Distribution of total assets among each group as of September 2017 is illustrated in
percentages in Figurel. Privately owned commercial banks have a portion of 37% of the
total assets in Turkish banking system. On the other hand, State-owned commercial
banks, Foreign banks, Development and Investment banks have portions of 31%, 26%,
and 6%, respectively.
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Figure 1.Distribution of Total Assets by Group (%)

We have presented a rating system with a numeric range from 0 to 100 by using
all components of CAMELS ratios. The categories used in the evaluation process are
illustrated in Figure 2; Capital Adequacy, Asset Quality, Management Efficiency,
Earning Quality, Liquidity, Sensitivity, namely.

Figure 2. CAMELS Categories

2. LITERATURE

Since the 1970s, CAMEL rating system has been one of the widely used
performance measurement techniques used by the supervisory authorities. In 1979, the
Uniform Financial Institutions Rating System (UFIRS) was adopted by US banking
institutions (Siems & Barr, 1998). This rating system later became known as CAMEL,
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reflecting five different evaluation areas: capital, asset quality, management, earnings
and liquidity ratios (Cox & Cox, 2006). Supervisory authorities considering the
changing risks of the markets have added another evaluation criteria reflecting the
management of market risk which replaced CAMEL with CAMELS (Broz, 1997). In
1988, Basel Committee on Banking Supervision of the Bank of International
Settlements (BIS) suggested the CAMELS rating system to be used for evaluation of
financial institutions (Dash & Das, 2009). Many studies have used CAMELS rating
system to analyze the performance of financial institutions and found the system quite
useful in terms of judging their financial conditions. For example, Barr et al. (2002)
argued that “CAMEL rating has become a necessary evaluating instrument for
regulators”.

One study by Rebel Cole and Jeffery Gunther (1995) use CAMEL ratings to
assess the performance of the banks and compare it with an off- site monitoring system
based on financial data which is usually available for the public. According to their
findings, if a bank is not verified for more than two seasons, therefore, off-site
monitoring normally results in a more credible assessment. Another study by Nabilah
Rozzani and Rashidah Abdul Rahman (2013) tries to compare the performance of
Islamic banks with Conventional ones. They chose 19 conventional banks and 16
Islamic banks from 2008 to 2011. They conclude that among the main categories of
CAMELS rating, Management Quality (1.00) received the best rating. Asset Quality
(1.91) stood second in order, Shariah Compliance got 2.05, Capital Adequacy had a
rating of 2.10, Earnings Quality and Liquidity were in the rest of the row respectively.
Ishaq AB et al (2016) also, by choosing ten commercial banks in Pakistan for 2007-
2013, have tried to verify the banks’ performance based on CAMELS rating.

Although there are many types of research that have used CAMELS analysis
method in analyzing the banks’ performance worldwide, the number of studies that
focus on Turkish banking sector, an emerging country, is restricted. For example,
Yasemin T. Kaya (2001) has done a CAMELS analysis for Turkish banks from 1997 to
2000. This paper results have shown that all the components of CAMELS have been
deteriorated in 2000 compared to 1997. G. Arigelik (2010) demonstrated CAMELS
analysis for 13 Turkish banks from 2002 to 2009. From 2002 to 2007, CAMELS
performance shows a stable situation. In 2007, Akbank had the highest score of 32.61
while Yap1 Kredi Bank had the lowest score (-45.79). In the second term of this study,
from 2008 to 2009, which was global crisis period, Akbank had the highest score.

Ali Sen and Siileyman Solak (2011) also evaluate Turkish commercial banking
sector using CAMELS ratios. They intend to verify if the CAMELS model is able to
predict banking crisis. They cover some public, private and foreign commercial banks
for the period of 1995-2008. They concluded that after 2001 crisis commercial banks
performance improved considerably while the performance of public banks has been
better. They finally concluded that CAMELS approach is capable to analyze the
performance of the banks.

G. Oztorul (2011) analyzed top 14 Turkish banks during the year 2006 to 2010.
She has used Data Envelopment Analysis (DEA) approach and CAMELS analysis.
According to the results, if the public assets and liabilities are excluded, efficiency
levels of state banks fall. CAMELS results show that the state banks and the domestic
private banks have high CAMELS ratios.
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H. Dinger et al. (2011) depicted the performance evaluation of Turkish banks after
the global crisis by using CAMELS ratios for the period 2002 to 2009. The equity ratio
for the banks was higher than 8%. In terms of performance evaluation some positive
development was seen for of State-owned, Privately-owned and Foreign Banks after the
crisis of 2001 and 2008 crisis. Especially after 2001 crisis, different prudential rules and
policy reforms were taken into force such as amendments of the banking law, rules
related to capital adequacy ratio and effective internal control.

Another study done by Saeid Jalili (2014) makes a comparison between the
performance of banking system in Turkey and Brazil based on CAMEL rating for the
period from 2007 to 2011. The sample consisted of thirteen banks from each country.
He concludes that banks in both countries are facing cost management problems. The
study by M.Altan et al. (2014) compares the performance of banks in Turkey using
CAMEL approach between some state-owned and private banks for the period of 2005-
2012. It covers 15 banks. He concludes that in terms of capital adequacy component,
Adabank stands the highest. In terms of asset quality, Ziraat Bank has the highest rank.
As for management quality, Akbank was the highest. Halkbank occupies the highest for
earning quality and finally as for liquidity, Ziraat Bank stood at the top. CAMEL
method results suggest that Ziraat Bank is altogether the first among the sample banks,
then Akbank, Vakif Bank, isbank and Garanti Bank are the other efficient banks that
follow.

Aydin Karapinar and Ismail Cagri Dogan (2015) analyzed the performance of
Turkey’s participation banks and commercial banks operating in Turkey between 2006
and 2011. In order to compare the performance of the two different types of banks
namely participation and conventional ones, the CAMELS approach has been used.
They showed that, compared to the conventional banks, the participation banks
performed better in terms of their sensitivity to the market risks, while they were poorer
in terms of liquidity and management.

S. Yiiksel et al. (2015) explained the relationship between CAMELS ratios and
credit ratings of deposit banks in Turkey during 2004-2014. They have done their
analysis by using 20 deposit banks and 21 different CAMELS ratios. They ran
regression analysis and concluded that Turkish deposit bank should focus on the
percentage of fixed assets and interest income to have better ratings.

This study also focuses on Turkey as an emerging country. Similar to previous
studies, we also compare the banks in the sample by concentrating on a recent three-
year period, 2014-16. However, we also look at the long-term trend of the CAMELS
ratio and try to see what happened to these banks during the last decade. The results
show that when we look at the categories separately, none of the banks is superior to the
other. Although the values of the ratios are close to each other, ANOVA test shows that
there is a significant difference in the performance of the banks both for the last three
years and for a longer period of 12 years. Long-term analysis also shows that
performance of the analyzed banks has deteriorated over the last decade. Next section
explains the methodology of the study. The results are presented in the following fourth
section. The final section summarizes the conclusions.
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3. METHODOLOGY

The popular method called CAMELS have been used to analyze and compare the
performances of the banks in the sample. To compute CAMELS ratio, 27 ratios divided
into 6 categories have been used. Each ratio has a weight in its own category. Each
specific ratio has been multiplied by its own weight and as a result, they have been
summed up to give one for each category. As a result of calculations, there are 6
numbers for 6 categories. Later, these 6 numbers have been multiplied by their own
assigned weights to give one number for the bank. This number has been computed for
12 years (2005-2016).

All the categories and their components have been explained in detail in following
pages of this study.

Category’s Index = z W; * R;

Equation 1. Category's Index
Wi = Weight of each ratio and R; = Ratio

In this study for computing CAMELS rating as a tool for measuring the
performance of banking sector, 27 ratios have been used. There is a relationship
between each ratio and CAMELS rating. The ratio can increase or decrease the
CAMELS rating based on positive (+) or negative (-) relation depending on its effect on
the general rating of the bank. For instance, if Non-Performing Loans (NPLs) goes up, it
is an undesired event and should be expected to affect negatively the bank’s stability.
Hence the relationship between the level of NPLs and the global rating of the related
bank is negative. In contrast, the relationship between CAR and global rating of the
related bank is positive since the higher the level of CAR is, the better the situation of
the related bank will be.

Elements of CAMELS rating have specific weights which show their impact on
the performance of the bank, for example, C which stands for Capital adequacy and A
which stands for Asset quality both have been weighted as 20% and etc. These weights
are based on the discretion of the experts.

Furthermore, every individual category of CAMELS ratios has got its own weight
yet again upon the discretionary approach. For instance, in the category of Capital
Adequacy, a weight of 20% has been assigned to the ratio of Equity to Total Liabilities.
In some cases, some categories may have overlap. In a sense that one ratio may be
suitable to contribute to the measurement of two different categories. In other words, the
same indicator may be useable for more than one category and it may affect more than
one component of CAMELS rating. “NPLs to Gross Loans” ratio affects both Asset
Quality and Management Performance. However, we may consider it under one
category which deems to us more prioritized, the one which is most affected. Criteria
used in the selection of reference indicators are understandable, successful in measuring
performance, used by banking authorities and close to standardization in the sector. The
following sections explain every individual category and its related ratios.
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3.1. Capital Adequacy

Capital adequacy ratios as one of the six categories of CAMELS model is a
measure of the amount of a bank's capital expressed as a percentage of its risk-weighted
assets. Capital Adequacy is a prominent indicator of the financial soundness.
Satisfactory CAR prevents the bank from bankruptcy. It also reflects whether or not a
bank has sufficient capital to bear unexpected losses arising in the future and based on a
certain amount of leverage. As far as Capital Adequacy category is concerned, four
ratios have been taken into consideration. The Table 4 illustrates these four ratios
together with their assigned weights and their positive or negative impact on the
category and also on the global rating of the related bank.

Table 1. Capital Adequacy Category Ratios

CAPITAL 0,20

Capital Adequacy Ratio 0,40 +
Equity / Total Liabilities 0,20 +
Equity / Net Loans 0,20 +
Equity / Total Assets 0,20 +

Capital Adequacy shields depositors against the risks and promotes the stability of
financial systems. Capital has two tiers; tier one is to absorb losses without a bank being
required to cease trading, and tier two capital, is to absorb losses if a winding-up
happens. Equity capital is categorized as “Tier 1 capital” while subordinated long-term
debt is categorized as “Tier 2 capital.”

Tier One Capital + Tier Two Capital
CAR = . .
Risk Weighted Assets

Equation 2. Capital Adequacy Ratio

This ratio has the most important role in Capital adequacy by being positively
related and weight of 40%. As the second ratio in the category, Equity to Total
Liabilities measures total equity over total liabilities with a weight of 0.20 and it is
positively related to the category ratio. Equity on Net Loans measures the total equity
over net loans (Gross Loans - NPLs) that bank allocated to customers and other banks
with a weight of 0.20 and positively related to the category ratio. The last ratio in this
category is Equity on Total Assets. It measures the total equity (Paid up capital +
Reserves) over total assets with a weight of 0.20 and positively related to the category
ratio.

3.2. Asset Quality

Table 5 presents the diversification of weights to the five ratios under Asset
Quality category and their relationships.
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Table 2. Asset Quality Category Ratios

ASSET
Variables (%) Weight Relationship

ASSET 0,20

Loans / Total Assets 0,20 +
Fixed Assets / Total Assets 0,20 -
NPL / Gross Loans 0,30 -
Specific Provision Reserve / NPLs 0,15 +
Bearing Assets / Total Assets 0,15 +

The first ratio in this category, Loans on Total Assets, expresses the proportion of total
assets that have been devoted to net loans for the customers. It has a 20% weight with
the positive relationships. The ratio, Fixed Assets on Total Assets, measures the
proportion of assets that are less liquid to the Total Assets. This ratio is negatively
related to model and it has a weight of 20%. Nonperforming Loans (NPLs) on Gross
Loans is the third ratio in this category. If a loan is overdue at least by 90 days, it is
defined as NPL(Nonperforming Loan - NPL). This ratio is negatively related to the
model and it has a weight of 30%. The fourth ratio is the Specific Provision Reserve on
NPLs. It shows the proportion of provision that has been taken compare to NPLs. It is
positively related and weighted by 15%. The final ratio is Bearing Assets on Total
Assets. Bearing assets which are numerator in this ratio consisting of net loans,
Interbank loans and deposit with banks, Investment securities, and Derivative financial
instruments. Denominator includes all assets. It is positively related and has a weight of

15%.

3.3. Management Quality
Six ratios have been applied to evaluate the category of Management Quality which is

explained in Table 6.
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Table 3. Management Quality Category Ratio

MANAGEMENT
Variables (%) Weight Relationship

MANAGEMENT 0,10

Current + Saving Deposits / Total Deposits 0,15 +
Net Income Per Branch (Growth Rate) 0,20 +
Net Income Per Employee (Growth Rate) 0,20 +
Non-Interest Exp. + Impairment Exp. / Total Assets 0,15 -
Net Interest Income / Net Income 0,15 +
Net Interest Income / Non-Interest Expenses 0,15 +

The first ratio in this category, Current and Saving Deposits on Total Deposits,
has a weight of 15% and it is positively related to the model. The second ratio indicates
that branches are the most important outlets for customers. Therefore, if a bank
increases its branches, it is expected that it can reach out to more customers and makes
more profit. Growth Rate of Net Income per Branch measures whether or not this
expectation is met. In this ratio, the growth rate of the number of branches has been
used. In a typical bank, it indicates to what extent every branch has contributed to the
creation of net income. It is positively related with the weight of 20%.

The third ratio, Growth Rate of Net Income per Employee shows to what extent
more surplus is earned per employee. It can be calculated by dividing profit after tax on
the total number of employees. The higher the ratio, the higher the efficiency of the
management is. In a typical bank, it shows to what extent every branch has contributed
to the creation of net income. It is positively related with the weight of 20%. In the
fourth ratio, Non-Interest Expenses and Impairment Expenses on Total Assets, the
numerator is non- interest expenses and impairment expenses which include loan
impairment charges and securities and other impairment charges (From Income
Statement). This ratio is negatively related to the model and has a weight of 15%. In the
fifth ratio, Net Interest Income on Net Income, the numerator is net interest income
which means total interest income minus total interest expenses and the denominator is
net income from the income statement. This ratio has a weight of 15% and it is
positively related. The last ratio, Net Interest Income on Non-Interest Expenses, shows
how much net interest income is exceeded from non-interest expenses. The denominator
of this ratio represents personnel expenses plus other operating expenses. This ratio is
positively related to the model with 15% weight of management category.

3.4. Earning Quality

It shows the quality of a bank’s profitability. Table 7 illustrates the details of five
ratios in Earning Quality.
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Table 4. Earning Quality Category Ratios

EARNINGS
Variables (%) Weight Relationship

EARNINGS 0,15

Net Income/Total Assets 0,25 +
Net Income/Equity 0,25 +
Net Interest Margin 0,20 +
Non-Interest Exp./ Net Interest Inc.+ Non-Interest Inc. 0,15 -
Non-Interest Inc./Net-Interest Inc. + Non-Interest Inc. 0,15 +

Banks should make sufficient earning in order to maintain their presence in the
market for long term and protect their market share. The ratios which are used to
evaluate this category are as follows: Net Income on Total Assets or ROA. This ratio
has a positive relationship with 25% weight in the category. The second ratio, Net
Income on Equity (ROE = Net Income/ Equity) shows that how efficient a bank uses its
own capital. One way a bank might consider improving its ROE is by buying back its
shares and replacing them with deposits so the equity which is in the denominator
becomes smaller and makes ROE larger. (Christopoulos, et al, 2011, p. 13). This ratio is
positively related to a weight of 25%. To measure the earning capacity of the selected
banks, Net Interest Margin is computed and analyzed. Spread or Net Interest Income is
the difference between the interest income and interest expenses. The higher this ratio
the better earning capacity is. This ratio is Net Interest Income on Total Assets
Earnings. This ratio is positively related to the category ratio with a weight of 20%. In
the numerator of the fourth ratio, Non-Interest Expenses on Net Interest Income and
Non-Interest Income, non-interest expenses, consisting of personnel expenses and other
operating expenses. The denominator includes net interest income and non-interest
income. Net interest income means total interest income minus total interest expenses.
This ratio is negatively related to the category ratio with a weight of 15%. The last ratio,
Non-Interest Income on Net-Interest Income and Non-Interest Income which is
positively related to the category ratio with a weight of 15%.

3.5. Liquidity Quality

For a bank, liquidity illustrates its ability to honor its financial obligations
promptly. Liquidity problem can endanger the reputation of a bank. Table 8 shows the
four Liquidity Quality ratios for this study.
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Table 5. Liquidity Quality Category Ratios

LIQUIDITY 0,25

Liquid Assets/Total Assets 0,30 +
Liquid Assets/Total Foreign Liabilities 0,25 +
Gross Loans/ Deposit 0,20 -
Customer Deposits/ Total Funding 0,25 +

The first ratio of the category, namely, Liquid Assets on Total Assets, is a ratio in
which the numerator includes Liquid assets such as investment securities, help a bank to
react swiftly to unexpected events demanding more cash and the proportion of it on
Total Assets represents how much of bank’s assets consists of Liquid assets. Liquid
Assets include cash with the central bank, placement with other banks, money market
securities and financial assets available for sale. The ratio of liquid assets to total assets
shows how liquid a bank’s assets. That is to say, it is the ratio of assets due less than 1
year in total assets. This ratio is positively related and weighted as 30%. The second
ratio of the category, Liquid Assets on Total Foreign Liabilities, shows that how many
liquid assets could cover liabilities that are held in foreign currencies such as Euro, US
Dollar. This ratio is positively related to the model with a weight of 25%. If Gross
Loans on Deposits as the third ratio of the category is lower, bank enjoys a better level
of liquidity to cover the obligations. This ratio is negatively related to the category with
a weight of 20%. The last ratio of this category is Customer Deposits on Total Funding
which is positively related to the category with a weight of 25%.

3.6. Sensitivity to Market Risk

Changes in variables such as exchange rate, interest rate, equity price or
commodity price, can exert a negative effect on income and capital of the financial
institutions. Many financial institutions consider changes in interest rates as market risk.
This “S” part of the CAMELS informs managers about where there are some
supervision problems. (Grier, 2007) Changes of the abovementioned variables may
have significant effects on the bank assets and profits. Banks nowadays have to change
themselves because of market demands. (Christopoulos, Mylonakis, & Diktapanidis,
2011)

This component has been included in CAMEL component in 1997 and started to
be used in performance evaluation of banks. This component helps to measure the
profitability of the banks and the level of risk at the interest rates and exchange rates
may affect the capital adequacy. Three ratios have been chosen for this category which
is as follows in Table 6.
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Table 6. Earning Quality Category Ratios

SENSITIVITY 0,10

Securities Portfolio/Total Assets 0,30 -
Bearing Assets/Costly Liabilities 0,30 +
Net Interest Income/Total Assets 0,40 +

The first ratio of the category is Securities Portfolio on Total Assets. This is a
ratio in which the numerator consists of financial assets held for trading, available for
sale, held to maturity and investments in associates and subsidiaries. The ratio tells the
correlation of banks securities with total assets and provides us the percentage change of
its portfolio with respect to alteration in interest rates or other issues associated with the
issuer of the securities. The higher value of this ratio means that the bank’s portfolio is
subjected to market risk at greater scale. This ratio is negatively related to the category
ratio with a weight of 30%.

The second ratio of the category, Bearing Assets on Liabilities, which is total
earning assets over total interest-bearing liabilities. This ratio is positively related to the
category ratio with a weight of 30%. The third ratio of the category is Net Interest
Income on Total Assets which is positively related to the category with a weight of
40%.

4. ANALYSIS AND DISCUSSION
4.1. Analysis for the long-term period

Most of the data used in this study has been collected from official sources such
as Bank Association of Turkey, Banking Regulation and Supervision Agency (BRSA-
BDDK) and also official websites of each bank. Table 7 shows the overall CAMELS
rating for all six banks for twelve years (2005-2016). It is seen that Ziraat Bank has the
best rates for most of the years analyzed (exceptions are 2005 and 2008). Isbank is at
the top in 2005 (46.96%) and 2008 (36.98%).

Since decimal figures by themselves cannot demonstrate properly small changes
because they usually have to be round up, CAMELS ratings have been transformed to
index numbers, therefore, smallest changes of the index in the course of time will be
fully understandable and absorbable. Table 8 takes 2005 as the base year with an index
of 100 and the other rates can be easily compared to this initial value. Figure 3, on the
other hand, illustrates the trend of these indices for twelve years. Although there are
some increases in 2007 and 2009, it is obvious that the CAMELS ratio for all banks
deteriorates after 2009. If we drill down to find the specific ratios which have caused
such a deterioration, we see that all individual ratios affecting the overall rate have an
adverse influence. In other words, we observe a deterioration in the banks’ performance
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in all aspects, including capital adequacy, asset quality, management, liquidity, earing
quality, and sensitivity to market risk.

The banking sector appears to have experienced some dampening events which
show themselves in a downward trend of the financial ratios and CAMELS rating as
well. Actually during recent years, global liquidity conditions tightened, federal interest
rate in the U.S. was perceived to rise and even in practice it rose several times resulting
in appreciation USD against many currencies including TRY, together with rising
political and geopolitical risks, and an upward change in domestic deposit rates and
bond yields altogether played a dampening role in Turkish economy in a way that even
Real GDP growth was moderate while it was beforehand also below the long run
economic growth and banks situations somehow moderated. Almost one-third of bank
loans and more than two-fifths of deposits are in foreign exchange, and when national
currency depreciates, it affects negatively the financial market specifically the money
market in Turkey, for instance, we witness that deposit growth slowed down to keep up
with credit growth in recent years which reasonably has a pushing effect on rising the
loan-to-deposit ratio above the 100% threshold. NPL ratio also moved up, since many
households and businesses faced financial difficulties due to the rise of foreign-currency
debt-service costs. Subsequently, banks’ profits rise was smaller compared to the past.
Return-on-

Table 7. CAMELS Rating for All Banks from 2005 to 2016 (In percentages)

Bank 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016
Ziraat
453 | 46,11 | 5022 | 32,02 | 4220 | 39.62 | 33,16 | 3592 | 3068 | 29,73 | 27,21 | 2932
Bank
2852 | 31,93 | 31,54 | 23,97 | 27.62 | 2632 | 25,12 | 2727 | 23,85 | 1994 | 2133 | 21,94
Halkbank
Garanti
30,70 | 2839 | 34,74 | 2847 | 40,16 | 3515 | 32,61 | 31,51 | 24,55 | 24,13 | 23,75 | 2538
Bank
fsbank 4696 | 42,72 | 43,78 | 36,98 | 40,12 | 3537 | 3043 | 2904 | 2465 | 24,81 | 23,85 | 26,49
37,87 | 32,47 | 36,50 | 27,07 | 38,65 | 36,90 | 32,62 | 32,55 | 26,09 | 2561 | 25,76 | 2736
Akbank
31,97 | 2895 | 3024 | 2516 | 26,65 | 22,92 | 22,14 | 2683 | 19,54 | 21,16 | 2623 | 28,51
Sekerbank
Table 8. CAMELS Performance Index for All Banks during 2005-2016
2005 | 2006 | 2007 | 2008 | 2000 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016
%;r:lft 108’0 101,77 | 110,84 | 70,67 | 93,15 | 87,44 | 7320 | 7928 | 67,72 | 65,62 | 60,06 | 64,71
Halkbank 108’0 111,98 | 110,58 | 84,05 | 96,86 | 92,28 | 88,10 | 95,64 | 83,64 | 69,94 | 7480 | 76,95
g’:;i“" 108’0 9249 | 113,17 | 92,76 | 130,81 | 114,49 | 106,24 | 102,66 | 79,99 | 78,61 | 7737 | 82,66
Isbank 108’0 90,96 | 9323 | 78,75 | 8543 | 7531 | 64,79 | 61,84 | 5248 | 52,83 | 50,77 | 56,41
Akbank 108’0 8573 | 96,38 | 71,47 | 102,06 | 97,44 | 86,13 | 85,95 | 68,90 | 67,62 | 68,02 | 72,24
Sekerbank 108’0 90,56 | 94,58 | 78,69 | 8336 | 71,69 | 69,26 | 83,93 | 61,13 | 66,18 | 82,06 | 89,19
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Figure 3. CAMELS Performance Index for All Banks during 2005-2016

equity (ROE) went slightly down and Return-on-assets (ROA) fell below which is not
enough to encourage the recapitalization in banks in order to leverage a more expanded
balance sheet and create financing opportunities for companies and households. The
average capital-adequacy ratio has fallen but remains comfortably above the 12% as the
necessary threshold of the BRSA (Economist Intelligence Unit, 2016).

4.2. Analysis for the recent period

In this part of the study, we would like to focus on more recent years of the
sample period. First, we compare the banks for the very recent year of 2016 and then
with respect to the average value of the three years of 2014, 2015 and 2016. First, for all
six banks, CAMELS ratio has been calculated for the last year of 2016. The results are
shown in Table 9. If we look at the categories first, as for Capital category, banks are
ranked as follows: Garanti Bank, Isbank, Akbank, Ziraat Bank, Sekerbank and
Halkbank with a rate of 15.66%, 14.51%, 14.32%,13.67%,12.63% and11.80%
respectively. However, obviously, the values are quite close to each other. As far as the
Asset category is concerned, the priority order for the banks under study is according to
the following list: Ziraat Bank (39.24%), Akbank (38.42%), Garanti Bank (37.36%),
Halkbank (36.83%), Isbank (36.74%), Sekerbank (31.97%). Still, we observe that the
values are quite close to each other. For the Management category, Sekerbank stands
first with 169.98%, the other banks are listed respectively as follows: Ziraat Bank
(91.22%), Isbank (88.67%), Garanti Bank (87.11%), Akbank (83.86%), Halkbank
(77.98%). However, for this category, the values are quite different that’s why the views
and emphasis of the management team for each individual bank are different in terms of
low costly deposit mobilization, net income per branch and employee, non-interest
expenses and net interest income. Actually based on their strategic views, they make
management decisions which affect their performance quite differently. When we take
into consideration the Earnings category the priority order will be disclosed as follows:
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Akbank (4.75%), Ziraat Bank (3.87%), Garanti Bank (2.48%), Isbank (1.94%),
Halkbank (1.57%) and Sekerbank is -1.59%. As for the Liquidity category, the highest
rank belongs to Ziraat Bank (25.79%) and rest is as follows Akbank (20.53%), isbank
(17.55%), Garanti Bank (11.15%), Halkbank (6.48%) and Sekerbank (-0.14%). In terms
of Liquidity, we can again observe that capabilities are quite different for the banks. In
case of the Sensitivity category, our set of banks shows the following priority order:
Garanti Bank (29.00%), Sekerbank with 28.72%, Isbank (26.98%), Ziraat Bank
(25.88%), Halkbank(25.65%) and Akbank (25.78%). Finally, the overall rate for banks
shows that Ziraat Bank is the first with 29.32% and Sekerbank is the second with
28.51%, following them Akbank has 27.36%, isbank has 26.49%, Garanti Bank has
25.38% and Halkbank finally has 21.94% rating. The overall rating for the banks
illustrates that they have negligible difference in terms of the average value of the
rating. In other words, the values of overall rating all remain within a small range for
the year of 2016. It is just because that some differences within the categories have been
canceled off when we take the average of these ratios to compute the overall CAMELS
rating. Although the chosen banks have different financial structures, most probably just
because they have tried to keep themselves within the boundaries of prudential rules and
standards defined by BRSA, they ended up with quite similar CAMELS ratios for the
year of 2016. Besides, it may also indicate that supervision of BRSA has proved
satisfactorily efficient and effective.
Table 9. CAMELS Rating for Ziraat Bank 2016 (Numbers are rounded)

COMPARATIVE RATIOS RELATED TO BANKS UNDER STUDY (2016)

Relation

No. Weight Ratios ship Ziraat Bank  Halkbank Iisbank Akbank Garanti Bank Sekerbank
Overall Weight Capital 13,67% 11,80% 14,51% 14,32% 15,66% 12,63%
0,20
1 0,40 Capital Adequacy Ratio(%) (+) A 14,55% 13,08% 15,17% 14,30% 16,21% 13,11%
2 0,20 Equity/ Total Liabilities (%) (+) + 12,02% 10,14% 13,05% 12,75% 14,29% 11,90%
3 0,20 Equity/ Net Loans (%) (+) + 16,50% 13,46% 17,61% 18,94% 19,10% 14,39%
4 0,20 Equity/Total Assets(%) (+) + 10,73% 9,21% 11,54% 11,31% 12,51% 10,63%
Overall Weight Asset 39,24% 36,83% 36,74% 38,42% 37,36% 31,97%
0,20
5 0,20 Loans/Total Assets(%)(+) + 65,03% 68,42% 65,55% 59,71% 65,47% 73,92%
6 0,20 Fixed Assets/Total Assets(%)(-) - 1,64% 1,16% 1,43% 0,34% 1,64% 4,44%
7 0,30 NPL / Gross Loans (%)(-) - 1,78% 3,14% 2,36% 2,57% 2,76% 5,78%
8 0,15 Specific Provision Reserve/ NPL (%)(+) + 94,04% 77,12% 77,48% 96,37% 80,93% 45,91%
9 0,15 Bearing Assets/Total Assets(%)(+) + 86,63% 85,01% 86,71% 85,74% 88,54% 86,14%
Overall Weight Management 91,22% 77,98% 88,67% 83,86% 87,11% 169,98%
0,10
10 0,15 Current + Savings Deposits/ Total Deposits (%)(+) + 57,70% 43,51% 53,19% 46,08% 50,93% 53,90%
1 0,20 Net Income Per Branch (Growth Rate%)(+) + 27,39% 8,77% 52,84% 62,18% 50,69% 34,47%
12 0,20 Net Income Per Employee (Growth Rate %)(+) + 30,89% 11,46% 54,97% 53,48% 48,87% 37,74%
13 0,15 Non-Interest Exp. + Impairment Exp/ Total Assets (%)(-) - 2,42% 2,58% 2,92% 2,40% 3,14% 5,94%
14 0,15 Net Interest Income / Net Income(+) + 212,10% 271,93% 230,52% 175,47% 218,85% 866,65%
15 0,15 Net InErest Income / Non—in!_erest Expenses(+) + 263,03% 180,02% 166,57% 185,67% 181,37% 122,32%
Overall Weight Earnings 3,87% 1,57% 1,94% 4,75% 2,48% -1,59%
0,15
16 0,25 Net Income/Total Assets(%)(+) + 1,84% 1,11% 1,51% 1,67% 1,78% 0,53%
17 0,25 Net Income/Equity(%)(+) + 17,13% 12,00% 13,07% 14,77% 14,27% 4,94%
18 0,20 Net Interest Margin(%)(+) + 4,50% 3,54% 4,01% 3,42% 4,41% 5,29%
19 0,15 Non-Interest Exp./ Net Interest Inc.+ Non-Interest Inc. (%)(- - 30,80% 41,45% 43,79% 35,10% 41,26% 57,03%
20 0,15 Non-Interest Inc./Net-Interest Inc. + Non-Interest Inc. (%)(+) + 18,99% 25,37% 27,06% 34,83% 25,17% 30,24%
Overall Weight Liquidity 25,79% 6,48% 17,55% 20,53% 11,15% -0,14%
0,25
21 0,30 Liquid Assets/Total Assets(%)(+) + 28,43% 20,16% 25,67% 28,60% 19,84% 12,47%
22 0,25 Liquid Assets/Total Foreign Liabilites (%)(+) + 90,06% 41,31% 70,83% 68,64% 49,92% 2,63%
23 0,20 Gross Loans/ Deposit (%)(-) - 112,28% 128,30% 122,41% 109,00% 121,46% 119,05%
24 0,25 Customer Deposits/ Total Funding (%)(+) + 68,82% 63,07% 66,49% 66,38% 68,04% 77,06%
Overall Weight Sensitivity 25,88% 25,65% 26,98% 25,78% 29,00% 28,72%
0,10
25 0,30 Securities Portfolio/Total Assets(%)(-) - 20,04% 15,87% 19,82% 19,20% 17,20% 11,09%
26 0,30 Bearing Assets/Costly Liabilities(%)(+) + 101,10% 97,36% 105,12% 101,22% 108,67% 100,74%
27 0,40 Net Interest Income/Total Assests(%)(+) + 3,90% 3,01% 3,48% 2,93% 391% 4,56%
OVERALL RATES FOR ALL BANKS 2016 29,32% 21,94% 26,49% 27,36% 25,38% 28,51%
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To get a better perspective, in this part of the study, rather than only looking at the
very last year, we will look at the average of what happened during last three years of
the sample period, namely 2014-2016. Table 10 illustrates the average of Capital
Adequacy category rate for each bank during last three years of the study. Based on the
average of these three years, each bank has been ranked from 1 to 6. Then by taking the
average of ranks for each ratio, we can get a new order from 1 to 6 which has been
illustrated in the last two columns. As the result shows Garanti Bank ranked on the top
position followed by Isbank, and Halkbank got the lowest rank.

Table 10. Capital Adequacy Category Components Ratio and Rank for All Banks (Average of

2014-2016)
Capital Equity/ Total
Adequacy Liabilities (%) Equity/ Net Equity/Total | Capital Category
Ratio(%) (+) (+) Loans (%) (+) | Assets(%) (+) Rank

Bank % Rank % Rank % Rank % Rank | Avg Rank
Ziraat Bank | 15,95% 1 12,22% | 4 17,83% | 4 10,89% | 4 3,25 4
Halkbank 13,51% | 6 11,20% | 6 15,01% | 6 10,07% | 6 6,00 6
g:;i““ 1547% | 3 | 13,88% | 1 [1932% | 1 |1209% | 1 | 1,50 1
isbank 15,59% | 2 13,42% | 2 18,14% | 3 11,83% | 2 2,25 2
Akbank 14,68% | 4 13,17% | 3 19,23% | 2 11,63% | 3 3,00 3
Sekerbank | 13,79% | 5 | 12,06% | 5 | 1528% | 5 |10,76% | O 5,00 5

Asset Quality Category average was expressed in Table 11 which shows the
average of five ratios of this category and it has been ranked from 1 to 6. Akbank (2.40)
was at the top position with the lowest average of the rank followed by Isbank (3.00)
and Garanti Bank (3.20).

Table 11. Asset Quality Category Components Ratio and Rank for All Banks (Average of

2014-2016)
Specific
Fixed Provision Bearing Asset
Loans/Total | Assets/Total | NPLs/ Gross | Reserve/ NPLs | Assets/Total Category
Assets(%)(+) | Assets(%)(-) | Loans (%)(-) (%)(+) Assets(%)(+) Rank
Bank % Rank % Rank % Rank % Rank % Rank | Avg | Rank
ﬁ;flft 6134% | 5 [1,76% | 5 |1,78% | 1 |79.15% | 3 |[8567% | 4 |[3.60| 4
Halkbank | 67.14% | 2 |1,08% | 2 [325%]| 5 72,86% | 5 8523% | 5 3,80 5
g:;li““ 63,09% | 4 |130%| 4 |263%| 4 |8098% | 2 |87.17% | 2 [320]| 3
isbank 6521% | 3 1,28% | 3 1,96% | 2 76,50% | 4 |86,56% | 3 [3,00| 2
Akbank 6047% | 6 |042% | 1 [2,24% | 3 95,17% 1 87,57% 1 |2,40 1
Sekerbank | 70,49% | 1 [425% | 6 |[572% | © | 53,88% | © |[83.74% | 6 |500 | 6
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According to results for Management Efficiency shown in Table 12, Ziraat Bank
has the best rank with the average rank of 2.00 and Sekerbank had the worst rank with
the average rank of 4.33.

Table 12. Management Efficiency Category Components Ratio and Rank for All Banks
(Average of 2014-2016)

Current + Net Income | Non-Interest
Savings Net Income Per Per Exp. + Net Interest
Deposits/ Total Branch Employee Impairment Net Interest Income / Non-
Deposits (Growth (Growth Rate | Exp/ Total Income / Net interest Management
(%)(+) Rate%)(+) %)(+) Assets (%)(-) Income(+) Expenses(+) | Category Rank
Ran
Bank % Rank % Rank % k % Rank % Rank % Rank | Avg | Rank
Ziraat 58,47 21,91 25,11 209,38 224,99
B:nk o 1 o 2 ” 1 |228% | 1 o 6 o 1 2,00 1
450,83 6 -40,51 6 -40,58 6 |2.60% 5 243,42 5 1701,15 3 417 5
Halkbank [ % % % % %
Garanti 49,26 21,86 18,86 o 240,90 165,45
Bank % 4 % 3 % 3 13,10% 5 o 4 % 4 3,83 4
53,58 15,26 16,39 o 247,46 146,49
isbank v 2 v 4 v 4 12,97% 4 9 3 9 5 3,67 3
48,70 24,39 23,50 o 211,59 180,95
Akbank % 5 % 1 % 2 |2,64% 3 % 5 % 2 3,00 2
52,91 -3,83 -4,33 777,48 122,82
Sekerbank | % | > | v | | o | O |saen| S | % A el

In Earning Quality category (Table 13), Akbank (2.80) had the lowest average
rank for the years 2014-2016 and stood at the top position while Sekerbank (4.40) and
Halkbank (4.40) had the highest average rank.

Table 13. Earning Quality Category Components Ratio and Rank for All Banks (Average of

2014-2016)
Non-Interest Non-Interest
Exp./ Net Inc./Net-
Net Net Interest Inc.+ Interest Inc. +
Income/Total | Income/Equity | Net Interest Non-Interest Non-Interest Earning
Assets(%)(+) (%)(+) Margin(%)(+) Inc. (%)(-) Inc. (%)(+) Category Rank
Bank % Rank % Rank % Rank % Rank % Rank | Avg | Rank
Ziraat 1,73% | 1 [1590%| 1 |422% | 2 |36,16%| 1 |19,68%| 6 2,20 1
Bank
Halkbank | 1:25% 5 12,42% | 4 3,64% 5 143,51% 3 ]25,66% 5 4,40 5,5
g:;i“" 1,53% | 2 |12,52% | 3 | 418% | 3 [4479%| 4 [26,18%| 4 3,20 3
isbank 1,35% 4 11,41% | 5 3,80% 4 |48,80% 5 12899% | 2 4,00 4
Akbank 1,49% 3 12,86% | 2 3,56% 6 138,07%| 2 |31,28% 1 2,80 2
Sekerbank | 0,67% | © | 6,12% | © |[537% | | |[s59,14%| © [27.35%| 3 4,40 | 55
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In Liquidity category (Table 14), Ziraat Bank was at the top position with the
lowest average rank of 1.25 followed by Akbank(3.25) and Garanti Bank (3.50).
Halkbank (5.00) was in the last row.

Table 14. Liquidity Category Components Ratio and Rank for All Banks (Average of 2014-

2016)
Liquid

Liquid Assets/Total Customer Deposits/

Assets/Total Foreign Gross Loans/ Total Funding Liquidity Category

Assets(%)(+) | Liabilites (%)(+) | Deposit (%)(-) (%)(+) Rank
Bank % Rank % Rank % Rank % Rank Avg Rank
Ziraat | 3y 500 |1 | 96.62% | 1 |10558% | 1 | 69.00% 2 1,25 1
Bank
fnalikb 19.83% | 5 |3840% | 5 |12304% | 5 | 6487% | 5 5.00 6
Garan
ti 2033% | 4 |5754% | 4 |12020% | 3 | 6592% 3 3,50 3
Bank
isbank | 26.66% | 3 | 74.66% | 2 |12337%| 6 | 6558% 4 3,75 4
‘l?kba“ 3053% | 2 | 73.62% | 3 |11724% | 2 | 62.73% | 6 3.25 2
Sekerb
ank | 1602% | © | 384% | © |12278% | % | 7050% | ! 4,25 >

Based on Sensitivity category (Table 15), Garanti Bank (2.00) had the top position
of average rank followed by Sekerbank(2.67) and Isbank (3.33) and Ziraat Bank and
Halkbank with the same average rank of 4.33 stood at the last row.

Table 15. Sensitivity Category Components Ratio and Rank for All Banks (Average of 2014-

2016)
Securities Bearing Net Interest
Portfolio/Total Assets/Costly Income/Total Assets | Sensitivity Category
Assets(%)(-) Liabilities(%)(+) (%)(+) Rank
Bank % Rank % Rank % Rank Avg Rank
ﬁ;flft 22,88% 6 |10023% | 4 3,61% 3 433 4
Halkbank 17,14% 2 98,73% 5 3,10% 6 4,33 4
g:;li““ 18,76% 3 | 106,95% 1 3,65% 2 2,00 1
isbank 20,23% 4 105,58% 2 3,29% 4 3,33 3
Akbank 22,07% 5 103,82% 3 3,12% 5 4,33 4
Sekerbank | 12,01% 1 98,41% 6 4,50% 1 2,67 2

From these averages, we see that although the banks are somewhat similar to each
other for the categories of capital adequacy, asset quality, sensitivity to market risk, they
are not so in terms of management efficiency, earning quality and liquidity categories.
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This is most probably due to the fact that the ratios in the first three categories are the
ones that are within the boundaries of prudential rules and standards defined by BRSA.

In order to assess the overall performance rate of this study, we calculated the
comprehensive rating and results as presented in the below table (Table 16). It shows
that Ziraat Bank (2.77) has the lowest overall average rank and stood at the top position
while Halkbank (4.62) has been ranked at the last row.

Table 16. Overall Performance of Each Category for All Banks

Bank C A M E L S Average | Rank
Ziraat Bank 3,25 3,60 2,00 2,20 1,25 4,33 2,77 1
Halkbank 6,00 3,80 4,17 4,40 5,00 4,33 4,62 6
Garanti Bank 1,50 3,20 3,83 3,20 3,50 2,00 2,87 2
Isbank 2,25 3,00 3,67 4,00 3,75 3,33 3,33 4
AKkbank 3,00 2,40 3,00 2,80 3,25 4,33 3,13 3
Sekerbank 5,00 5,00 4,33 4,40 425 2,67 4,28 5

Figure 4 uses the data in Table 16 and shows the average ranks for each
category for all six banks.

8,00
6,00
4,00 =
2,00
0,00
C A M E L S
Ziraat Bank Halkbank Garanti Bank isbank ==@=Akbank Sekerbank
Figure 4. Overall Performance of Each Category for All Banks
4.3. ANOVA Tests

We would also like to compare the performance of the banks by implementing
ANOVA tests. To determine whether there is a significant difference between the
means of CAMELS ratios, for the 2014-16 period, we applied one-way ANOVA test on
the data shown in table 16. The results of one-way ANOVA test are presented in table
17. The null hypothesis expresses that the average ranks for all categories for a bank are
equal. The p-value is compared to the significance level to assess the null hypothesis.
The “p-value” for this test was 0.00218 which is less than the significance level (0.05).
It means that we reject the null hypothesis. So we conclude that there is a statistically
significant difference between the means of CAMELS categories.
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Table 17. One-way ANOVA Test for Six Categories of CAMELS

ANOVA: Single Factor
Source of
Variation SS df MS F P-value F crit

Between Groups 17,61361111 5 3,522722222 4,884817359 0,002184785 2,53355
Within Groups 21,63472222 30 0,721157407

Total 39,24833333 35

To determine whether there is a significant difference between the means of
CAMELS ratios during twelve years of the study, we applied one-way ANOVA test on
the data shown in Table 7'. The results of one-way ANOVA test are presented in table
18. The null hypothesis express that the means of CAMELS ratios for the banks are
equal to each other for the period. The p-value is compared to the significance level to
assess the null hypothesis. The “p-value” for this test is significant, thus we reject the
null hypothesis. So it means that there is a statistically significant difference between
the means of CAMELS ratios of the banks during twelve years of this study.

Table 18. One-way ANOVA Test for Overall Rates during 12 Years
ANOVA: Single Factor

Source of
Variation SS df MS F P-value F crit

Between

Groups 0,114629088 5 0,022925818 6,583031849 5,01878E-05 2,353808958
Within

Groups 0,229849103 66 0,003482562

Total 0,344478192 71

4.4. Comparison of CAMELS ratings with the international agency ratings

CAMELS Rating system is a method used as an early warning mechanism about
the credibility of a bank from the very early years of banking regulation history. In this
part of the study, we would like to compare the outcomes of custom—made CAMELS
rating system with the ratings provided by international rating agencies to see whether
“through the cycle” ratings can catch up with the changes observed with “point in time”
CAMELS rating system. Table 19 shows the selected ratios for each category. Based on
some ranges, each ratio lies on a rating from 1 to 5. Rating 1 is the best score and rating
of 5 is the worst. Table 20 and 21 exhibits the calculated ratios and ratings for the
sample. Table 22 presents the comparison of ratings prepared by international rating

! These two ANOVA tests are quite different in terms of data used. In the first ANOVA test, the data is
the average ranks for the C, A, M, E, L and S values over the last three years. However, the second
ANOVA test uses overall CAMELS ratios (not the ranks) for six banks for the twelve years analyzed
(2005-2016). This is the first study, to our knowledge, to be able to make such an ANOVA analysis, since
we have the sufficient number of years to be analyzed.

Isletme Arastirmalar: Dergisi 866 Journal of Business Research-Tiirk



M. Ghazavi — S. Bayraktar 10/2 (2018) 847-874

agencies with the output of our own CAMELS ratings for respective banks from 2005
to 2016. S&P and JCR Eurasia have a quite limited number of ratings and these ratings
do not change much during the period for the banks in concern. Thus, we will focus on
Moody’s and Fitch ratings in this study. The ratings of these two rating companies and
CAMELS ratings have all different scales’ thus the comparison will not be done on one
by one basis but in terms of rankings and changes in the rankings over the years. What
we can precisely conclude is that in 2005, the priority rank is for Ziraat Bank which
stands first and Akbank is the second in row while Sekerbank is the last one in the rate
ranking based on CAMELS rating. Exactly the same ranking for the selected banks has
been provided by Fitch. Fitch ranting ranked banks from the best to worst respectively
as follows: Ziraat Bank (A), Akbank (BB+), isbank (BB), Garanti Bank and Halkbank
with the same rate of BB- stand in the same row and Sekerbank (B-) stands at last row.
However, Moody’s rating ranked banks from the best to worst respectively as follows:
Akbank and Isbank with the same rank (A3) are at the top, Ziraat Bank and Garanti
Bank with the same rank stand at second row but by a difference of three categories
(B1). It is important that this ranking does not really reflect the very close CAMELS
values of Isbank and Ziraatbank. Moody’s did not even rate the other two banks for that
year.

After looking at the rankings for the first year of this study (2005), it is worth to
check the results for the last year of the study (2016). What we can observe is that the
priority rank for 2016 does not change according to computed CAMELS ratings as
Ziraat Bank stands first and Akbank is the second in the row while Sekerbank is the last
one again. Moody’s ranked banks in a way that Sekerbank (Baa2) has the highest rate
and the rest of the banks have a rate of Bal. Thus all of the banks carry substantial
credit risk except Sekerbank which on the other hand carries moderate credit risk. Fitch
has ranked banks from the best to worst respectively as follows: Garanti Bank and
Halkbank with the same rate of (BBB), Ziraat Bank (BBB-), isbank and Akbank with
the same rate of (BB+) and Sekerbank with rate of (BB-). For Fitch, some of the banks,
namely Ziraatbank, Garanti, and Halkbank still have low default risks but the other
three banks are under a speculative category. The rankings are not really consistent with
CAMELS ratings. But when we look at the ratings closely, it is seen that both the
institutional ratings and CAMELS ratings are very close to each other for all the banks.

Looking at what happened during the twelve-year period is more interesting. First,
let’s see the trend in Moody’s ratings. This trend may be taken as one proof for the
through the cyclical nature of the institutional ratings. For Ziraatbank, for example,
Moody’s corrects its rating from Bl to Baal only in 2007 after observing superior
CAMELS ratings for consecutive three years (maybe more). For Garanti, Akbank, and
Isbank, that correction comes quite late only in 2009. Moody’s ratings for these three
banks are A3 (strong, low risk) which is higher than the rating for Ziraatbank and only
becomes Baal/2/3 in 2009. On the other hand in these years CAMELS ratings for these
banks oscillate between 2.00 and 2.70 and are worse than the ratings of Ziraatbank.
Moody’s starts to rate Sekerbank only in 2012. Sekerbank’s rating is increased to be A3
for no apparent reason at all in 2014 and 2015 and then is normalized somewhat in
2016.

? The definitions of the scales can be found in Appendix 1.
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Fitch ratings are more consistent with the CAMELS ratings than the Moody’s
ratings. For the period, Ziraatbank starts with A rating (where CAMELS rating also
shows strong and low-risk status) then gradually decrease to BB and BBB in 2015 as
the CAMELS ratings also deteriorate. For the last five years, there is no difference in
the CAMELS ratings of four banks, namely Garanti, Akbank, isbank, and Halkbank.
Similarly, Fitch ratings are also quite close for these years. Only Sekerbank has clearly
worse CAMELS and Fitch ratings compared to others for these years. Overall,
Sekerbank’s Fitch rating changes from “Highly speculative” to “Speculative” category
over the twelve-year period although there is no improvement in CAMELS rating. This
can be attributed to the argument that if one risky company survives; its probability of
surviving would increase over time. Overall, we can conclude that ratings of institutions
do lag the financial indicators of the companies and even can be not reflective of the
current financial condition of the company. But the trend of the ratings and rankings of
financial indicators are consistent over a long period of time.

Table 19. Evaluation under CAMELS rating system

Component Ratio Weight | Rating 1 Rating 2 Rating 3 Rating 4 Rating 5
C ig‘;ﬁgcy g:ﬁgamdequacy 20% | 215% | 12%-14,.99% | 8%-11,99% | 7%-7,99% | <6,99%
(NPLs-Specific
. Provision
A | AssetQuality | p 0l 20% | <125% | <2,59%-1,26% | <3,5%-2,6% | <5.5%-3,6% | >5.6%
Loans
Non-Interest Exp./
M | Management Ei;?;f::;g?g: 25% | <25% | 26%-30,99% | 31%-38,90% | 39%-45.90% | >46%
(%)(-)
Earnings Net Income/Total >1% 0,8%-0,9% | 0,35%-0,7% | 0,25%-0,34% | <0,24%
E (ROA) Assets 15%
. 0
?ﬁglé‘;gs Net Income/Equity >22% | 17%-21,99% | 10%-16,99% | 7%-9,99% | <6,99%
Liquidity(L1) gz;sossiLthHS/ <55% | 5501%-62% | 63%-68% | 69%-80,99% | >81%
L b 10% -
Liquidity(L2) ]:si‘;‘si Assets/Total >50% | 45%-49,99% | 38%-44,99% 3327%{;{2 <32%
Securities
S | Sensitivity Portfolio/Total 10% | <25,49% |25,50%-30,99% | 31%-37,99% | 38%-42,99% | >43%
Assets

Source: CAMELS Rating System for Banking Industry in Pakistan, (Babar & Lions, 2011) Page 54
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Table 20. CAMELS Rating Applied to Sample Banks (2005-2010)

2005
Capital Adequacy| Asset Quality Ratiol Management Quality Earning Efficiency Liquidity Sensitivity to market risk
Bank . . . . . . . -
CAR | Rating | AQR Rating MQR Rating EE1 Rating | EE2 | Rating L1 Rating] L2 Rating Sens. Rating
Ziraatbank | 47,88% 1 0,39% 1 30,31% 2 2.87% 1 17,13%| 2 26,95% 1 140.78%| 3 60,80% 5
Garanti bank| 15,10% 1 1,33% 2 48,36% 5 1,98% 1 18,78%| 2 8031% | 4 |38,10%[ 3 33,13% 3
Akbank 21,43% 1 0,00% 1 35,10% 3 2,80% 1 23,07% 1 78,16% | 4 |41,65%| 3 42,91% 4
Isbank 25,00% 1 0,00% 1 44,10% 4 1,82% 1 12,51%| 3 6591% | 3 ]52,00% 1 42,54% 4
Halkbank | 49,64% 1 0,26% 1 42,42% 4 2,06% 1 16,79%| 3 35,79% 1 14,62%| 5 65,76% 5
Seker bank | 20,23% 1 0,00% 1 56,41% 5 1,08% 1 9,12% 4 55,62% | 2 |3895%( 3 43,21% 5
2006
Capital Adequacy| Asset Quality Ratio| Management Qualit Earning Efficiency Liquidity Sensitivity to market risk
Bank
an CAR | Rating | AQR | Rating MQR Rating EE1 Rating | EE2 | Rating L1 Rating| L2 [ Rating Sens. Rating
Ziraatbank | 39,55% 1 0,35% 1 32,26% 3 2,92% 1 31,92% 1 29,78% 1 |4651%| 2 61,55% 5
Garanti bank| 14,10% 2 0,66% 1 46,96% 5 2,12% 1 22,78% 1 96,09% | 5 |3142%[ 5 29,80% 2
Akbank 20,67% 1 0,00% 1 39,98% 4 2,79% 1 22,65% 1 89,11% | 5 |3575%| 4 37,08% 3
isbank 23,90% 1 0,00% 1 42,25% 4 1,47% 1 11,79%| 3 70,07% | 4 ]50,62% 1 41,24% 4
Halkbank | 31,95% 1 0,12% 1 3541% 3 2,51% 1 22,84%| 1 48,37% 1 12830%| 5 53,08% 5
Seker bank | 16,74% 1 0,00% 1 53,24% 5 1,30% 1 11,90%| 3 73.89% | 4 |3524%| 4 30,72% 2
2007
Capital Adequacy| Asset Quality Ratiol Management Qualit Earning Efficiency Liquidity Sensitivity to market risk
Bank CAR | Rating | AQR | Rating MQR Rating EE1 Rating [ EE2 | Rating L1 Rating| L2 Rating Sens. Rating
Ziraatbank | 25,44% 1 0,36% 1 31,73% 3 2,90% 1 32,57% 1 32,49% 1 53,28% 1 58,00% 5
Garanti bank| 15,40% 1 0,81% 1 36,96% 3 3.43% 1 33,64%| 1 101,48%| 5 13470%| 4 26,24% 2
Akbank 18.91% 1 0,00% 1 34,78% 3 2,92% 1 18.81%| 2 9723% | 5 ]3566%| 4 37.83% 3
isbank 20,50% 1 0,00% 1 36,67% 3 2,12% 1 16,05%| 3 7424% | 4 |44.67%[ 3 36,35% 3
Halkbank | 20,03% 1 0,07% 1 34,22% 3 2,81% 1 25,80%| 1 64,29% 3 13258%| 4 40,47% 4
Scker bank | 16,84% 1 0,00% 1 49,43% 5 2,02% 1 1421%| 3 9549% | 5 ]29.55%| 5 22,93% 1
2008
Capital Adequacy| Asset Quality Ratiol Management Qualit Earning Efficiency Liquidity Sensitivity to market risk
Bank CAR | Rating | AQR Rating MQR Rating EE1 Rating | EE2 | Rating L1 Rating| L2 Rating Sens. Rating
Ziraatbank | 20,08% 1 0,36% 1 34,59% 3 2,04% 1 28,99%| 1 38,05% 1 21,22%| 5 56,68% 5
Garanti bank| 16,10% 1 0,88% 1 48,24% 5 1,97% 1 18.49%| 2 100,19%| 5 |31.17%| 5 29,05% 2
Akbank 18,20% 1 0,00% 1 40,54% 4 1,99% 1 1521%| 3 94,16% | 5 |21,10%[ 5 32,59% 3
isbank 15,20% 1 0,00% 1 45,25% 4 1,55% 1 1597%| 3 80,14% | 4 |40.88%[ 3 28,78% 2
Halkbank 14,49% 2 0,79% 1 37,05% 3 1,99% 1 23,74%| 1 69.44% | 4 |14.66%| 5 36,36% 3
Seker bank | 14,70% 2 1,70% 2 54,98% 5 1,79% 1 14,80%| 3 8621% | 5 17,05%| 5 28,42% 2
2009
Capital Adequacy| Asset Quality Ratio] Management Qualit Earning Efficienc Liquidit Sensitivity to market risk
Bank . . . . . . . .
CAR | Rating | AQR Rating MQR Rating EEl Rating | EE2 | Rating L1 Rating L2 Rating Sens. Rating
Ziraatbank | 23,22% 1 0,46% 1 27,29% 2 2,82% 1 3391%| 1 3837% 1 13232%| 4 57.58% 5
Garanti bank| 21,20% 1 0,82% 1 33,36% 3 2,81% 1 22,25%| 1 8593% | 5 |42,00%[ 3 34.91% 3
Akbank 22,50% 1 0,00% 1 33,11% 3 2,86% 1 1921%| 2 7937% | 4 |38.68%[ 3 48,35% 5
isbank 18,30% 1 0,00% 1 33,99% 3 2,10% 1 17,58%| 2 72,67% | 4 |38,13%[ 3 39,14% 4
Halkbank 16,03% 1 0,91% 1 30,95% 2 2,69% 1 28,32% 1 81,20% | 5 1535%| 5 35,77% 3
Seker bank | 16,30% 1 1,96% 2 49,57% 5 1,70% 1 12,20%| 3 80,21% | 4 |17,38%| 5 34,62% 3
2010
Capital Adequacy| Asset Quality Ratio] Management Quality Earning Efficiency Liquidity Sensitivity to market risk
Bank
an CAR | Rating | AQR | Rating MQR Rating EE1 Rating | EE2 | Rating L1 [Rating] L2 | Rating Sens. Rating
Ziraatbank | 19,20% 1 0,48% 1 32,78% 3 2,46% 1 27,59%| 1 47.27% 1 136,14%| 4 50,98% 5
Garanti bank| 19,60% 1 0,53% 1 40,13% 4 2,54% 1 19.09%| 2 95,04% | 5 |38.86%[ 3 32,67% 3
Akbank 20,61% 1 0,00% 1 37,13% 3 2,52% 1 16.26%| 3 90,61% | 5 |4427%| 3 44,45% 5
Isbank 17,50% 1 0,00% 1 40,59% 4 2,26% 1 17,53%| 2 77,68% | 4 |32,68%| 4 39,23% 4
Halkbank 15,94% 1 0,64% 1 33,50% 3 2,76% 1 27,00% 1 89.32% | 5 18,04%[ 5 28,72% 2
Seker bank | 14,01% 2 1,59% 2 57,63% 5 1,50% 1 12,16%| 3 98,62% | 5 ]20,17%f 5 27.42% 2
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Table 21. CAMELS Rating Applied to Sample Banks (2011-2016)

2011
Capital Adequacy | Asset Quality Ratif Management Quality Earning Efficiency Liquidity Sensitivity to market risk
Bank . . . . . . . .
CAR | Rating AQR | Rating] MQR Rating EEl [Ratingl EE2 Rating L1 Ratingl L2 |Rating Sens. Rating
Ziraatbank | 15,61% 1 0,36% 1 42,23% 4 131% | 1 J1594% 3 65,69% 3 ]3343% | 4 44,50% S
Garanti bank | 16,90% 1 0.33% 1 40.40% 4 2,09% | 1 |17.47% 2 103,03% | 5 | 3505% | 4 25,08% 1
Akbank 16,98% 1 0.13% 1 40,01% 4 1,79% | 1 | 13.64% 3 107,42% | S | 40,86% 3 32,83% 3
isbank 14,10% 2 0.00% 1 42,64% 4 1,65% | 1 |14.88% 3 97.44% 5 ] 27.64% 5 30.34% 2
Halkbank 14,30% 2 0.46% 1 34,15% 3 224% | 1 123.67% 1 97,22% 5 19,72% 5 26,64% 2
Seker bank | 13.24% 2 2,59% 2 62.32% 5 0.82% | 2 | 8.07% 4 98,12% 5 130.37% 5 26,85% 2
2012
Capital Adequacy | Asset Quality Rati) Management Qualit Earning Efficiency Liquidit; Sensitivity to market risk
Bank CAR | Rating AQR [ Rating] MQR Rating EEl [Rating EE2 Rating L1 Rating| L2 Rating| Sens. Rating
Ziraatbank | 19,01% 1 1,10% 1 34,80% 3 1,63% | 1 | 15.44% 3 65,07% 3 13728% | 4 40,75% 4
Garanti bank | 18,20% 1 0.43% 1 40.97% 4 1,92% | 1 |1441% 3 111,78% | 5 | 3729% | 4 2527% 1
Akbank 18,63% 1 0.10% 1 37.11% 3 1,.89% | 1 |13.46% 3 117,68% | 5 | 39.32% 3 29,62% 2
Isbank 16,30% 1 0,39% 1 45,69% 4 1,89% | 1 |1457% 3 106,26% | 5 | 24,93% 5 26,08% 2
Halkbank 16,17% 1 0.51% 1 33.23% 3 240% | 1 ]21.06% 2 93,06% 5 ]22.,64% 5 22,94% 1
Seker bank | 14,48% 2 1,50% 2 48,90% 5 1,66% | 1 |13,17% 3 104,36% | S 18,54% 5 15,49% 1
2013
Capital Adequacy | Asset Quality Ratiof M Qualit Earning Efficiency Liquidit; Sensitivity to market risk
Bank
an CAR | Rating AQR | Rating] MQR Rating EE1 |[Ratingl EE2 Rating L1 Ratingl L2 |Rating| Sens. Rating
13.21% 2 0,71% 1 37,10% 3 1,60% | 1 |18,13% 2 84,34% 5 13650% | 4 30,67% 2
Garanti bank | 14,40% 2 0,40% 1 43,00% 4 1,53% | 1 J1331% 3 11886% | 5 | 27,48% S 20,05% 1
Akbank 14,95% 2 0.08% 1 37.46% 3 1,60% | 1 |13.79% 3 119.65% | 5 | 3027% 5 24.79% 1
Isbank 14,40% 2 0,32% 1 48,24% 5 1,50% | 1 |13.42% 3 117,17% [ 5 ] 25,13% S 21,20% 1
Halkbank 13.91% 2 0.50% 1 38.65% 3 1.97% | 1 ]19.45% 2 95,50% 5 12241% 5 22,14% 1
Seker bank | 13,54% 2 2,34% 2 59,58% 5 1,12% | 1 ]1023% 3 11631% [ 5 15,71% 5 9,86% 1
2014
Capital Adequacy | Asset Quality Ratio] M: Qualit Earning Efficienc: Liquidit Sensitivity to market risk
Bank
an CAR | Rating AQR | Rating] MQR Rating EEl [Ratingl EE2 Rating L1 Ratingl L2 |Rating Sens. Rating
k 18.22% 1 0.55% 1 38.21% 3 1.64% | 1 |14.19% 3 97.48% 5 13496% | 4 26,61% 2
Garanti bank | 15,20% 1 0,46% 1 44,12% 4 146% | 1 |1231% 3 118,96% | 5 | 24,50% 5 20,54% 1
Akbank 15,16% 1 0.12% 1 37.87% 3 1,54% | 1 |12,58% 3 127,99% | 5 | 31,14% 5 24.23% 1
Isbank 16,00% 1 0.35% 1 50,63% 5 142% | 1 | 11,54% 3 124,05% | S5 | 27,46% 5 21,23% 1
Halkbank 13,62% 2 1,23% 1 43.45% 4 142% | 1 ]13.34% 3 120,40% [ 5 19,61% 5 18,99% 1
Seker bank | 14,60% 2 2.11% 2 58,11% 5 1,06% | 1 9,36% 4 120,48% | S 16,78% 5 12,11% 1
2015
Capital Adequacy | Asset Quality Ratio] M: Qualit Earning Efficienc: Liquidit Sensitivity to market risk
Bank
an CAR | Rating AQR | Rating] MQR Rating EE1 |Ratingg EE2 | Rating L1 Ratingl L2 |Rating| Sens. Rating
bank 15,08% 1 0.46% 1 39.47% 4 1,70% | 1 ]16,36% 3 106,98% | 5 | 31.29% 5 21,99% 1
Garanti bank | 15,00% 1 0.51% 1 48,99% 5 1,34% | 1 | 11.00% 3 120,19% | 5 | 22,64% 5 18,53% 1
Akbank 14,58% 2 0,10% 1 41,23% 4 128% | 1 |11.22% 3 11472% | 5 | 31.85% 5 22,79% 1
Isbank 15,60% 1 0.50% 1 51,99% 5 L12% | 1 9.62% 4 123,65% | 5 | 26,85% 5 19,65% 1
Halkbank 13,83% 2 0,73% 1 45,63% 4 1,23% | 1 J11,92% 3 120,72% | S 19,73% 5 16,55% 1
Seker bank | 13.66% 2 2.69% 3 62.28% 5 042% | 3 | 4.06% 5 128.80% | 5 18.81% 5 12.83% 1
2016
Capital Adequacy | Asset Quality Ratio] M: Qualit Earning Efficiency Liquidit Sensitivity to market risk
Bank . . . . . . . .
an CAR | Rating AQR | Rating] MQR Rating EE1 [Ratingl EE2 Rating L1 Rating] L2 Rating] Sens. Rating
Ziraatbank | 14,55% 2 0,11% 1 30,80% 2 1,84% | 1 |17,13% 2 112,28% | 5 | 28,43% 5 20,04% 1
Garanti bank | 16,21% 1 0.53% 1 41,26% 4 178% | 1 |1427% 3 121.46% | 5 19,84% 5 17.20% 1
Akbank 14,30% 2 0,09% 1 35,10% 3 1,67% | 1 | 1477% 3 109,00% | 5 | 28,60% S 19,20% 1
isbank 15,17% 1 0.53% 1 43.79% 4 151% | 1 |13.07% 3 12241% | 5 | 25.67% 5 19.82% 1
Halkbank 13,08% 2 0,72% 1 41,45% 4 LI1% | 1 |12,00% 3 128,30% [ 5 ] 20,16% S 15,87% 1
Seker bank | 13.11% 2 3.12% 3 57.03% 5 0.53% | 3 | 4.94% 5 119.05% | 5 12,47% 5 11,09% 1
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Table 22. Evaluation of Efficiency for a CAMELS Rating System

2005 2011
Bank S&P Moody's Fitch JCR Eurasia | CAMELS Rate Bank S&P Moody's Fitch JCR Eurasia | CAMELS Rate
Ziraathank BB- Bl A - 1,83 Ziraathank - Baa3 BB+ BBB- 2,55
Garanti bank BB- Bl BB- - 273 Garanti bank BB Baal BBB- - 218
Akbank - A3 BB+ - 2,05 Akbank - Baal BBB- - 240
ishank BB- A3 BB - 230 isbank BB Baa2 BBB- - 260
Halkhank - - BB- - 250 Halkbank - Baa3 BB+ - 220
Seker bank - - B- - 2,78 Seker bank - - BB- BB 3,20
2006 2012
Bank S&P Moody's Fitch JCR Eurasia | CAMELS Rate Bank S&P Moody's Fitch JCR Eurasia | CAMELS Rate
Ziraathank BB- Bl A - 1,95 Ziraathank - Baa2 BBB BB 220
Garanti bank BB- A3 BB+ - 270 Garanti bank BB Baa2 BBB BBB 225
Akbank - A3 BB+ - 230 Akbank - Baa2 BBB - 2,05
ishank BB- A3 BB+ - 235 ishank BB Baa2 BBB - 240
Halkbank - - BB- - 210 Halkbank - Baa2 BBB BB 198
Seker bank - - B- - 255 Seker hank - Ba BB- BB 295
2007 2013
Bank S&P Moody's Fitch JCR Eurasia | CAMELS Rate Bank S&P Moody's Fitch JCR Eurasia | CAMELS Rate
Ziraathank BB- Baal BB - 190 Ziraatbank - Baa2 BBB BBB- 223
Garanti bank BB- A3 BBB- - 1,95 Garanti bank BB+ Baa2 BBB BBB+ 2,50
Akbank - A3 BBB- - 213 Akbank - Baa2 BBB - 225
Isbank BB- A3 BBB- - 210 Isbank BB+ Bas3 BBB - 275
Halkbank - - BB- - 2,05 Halkbank - Baa2 BBB BBB- 2,18
Seker bank - - B - 255 Seker bank - Bal BB- BBB- 2,95
2008 2014
Bank S&P Moody's Fitch JCR Eurasia | CAMELS Rate Bank S&P Moody's Fitch JCR Eurasia | CAMELS Rate
Ziraathank BB- Baal BB - 2,10 Ziraathank - Baa3 BBB BBB- 2,10
Garanti bank BB- A3 BBB- - 258 Garanti bank BB+ Baa3 BBB- BBB+ 230
Akbank - A3 BBB- - 250 Akbank - Baa3 BBB- - 2,05
Isbank BB- A3 BBB- - 225 Ishank BB+ Baa3 BBB- - 2,55
Halkhank - - BB - 225 Halkbank - Baa3 BBB BBB- 2,50
Seker bank - - B - 3,05 Seker bank - A3 BB- BBB- 3,03
2009 2015
Bank S&P Moody's Fitch JCR Eurasia | CAMELS Rate Bank S&P Moody's Fitch JCR Eurasia | CAMELS Rate
Ziraatbank - Baa3 BB+ BBB- 1,80 Ziraatbank - Baa3 BBB BBB- 230
Garanti bank BB- Baal BBB- - 2,00 Garanti bank BB+ Baa3 BBB BBB+ 255
Akbank - Baal BBB- - 223 Akbank - Baa3 BBB- . 250
Isbank BB B2 BBB- - 23 |ispank BB+ Bas3 BBB- - 0
Halkhank - Baa3 BB+ - 185 Halkbank - Baa3 BBB BBB- 2,50
Seker bank - - B - 290 Seker bank - A3 BB- BBB- 345
2010 2016
Bank S&P Moody's Fitch JCR Eurasia | CAMELS Rate Bank S&P Moody's Fitch JCR Eurasia [ CAMELS Rate
Ziraathank - Baa3 BB+ BBB- 2,05 Ziraatbank - Bal BBB- BBB- 193
Garanti bank BB Baal BBB- - 233 Garanti bank BB Bal BBB BBB+ 230
Akbank - Baal BBB- - 235 Akbank - Bal BB+ - 225
ishank BB Baa2 BBB- - 243 Ishank BB Bal BB+ - 230
Halkbank - Baa3 BB+ - 2,00 Halkbank - Bal BBB BBB- 2,50
Seker bank - - B+ - 3,05 Seker bank - Baa2 BB- BBB 345
5. CONCLUSIONS

This study analyzes the performance and financial credibility of six Turkish banks
for period 2005-2016. The sample comprises two state-owned deposit banks, three
private-owned deposit banks, and one foreign bank. As one of the most popular
methods for measuring banking performance, CAMELS method is used to analyze the
performance of the banks. In this study, 27 ratios under 6 categories, namely Capital
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Adequacy, Asset Quality, Management Efficiency, Earning Quality, Liquidity,
Sensitivity, have been used to measure the CAMELS ratings of banks. Every specific
ratio has been multiplied by its own weight and as a result, all the related weighted
ratios have been summed up to give one number for each category. After all of the
calculations, there are 6 numbers for 6 categories. These 6 numbers have been
multiplied by their own assigned weights of the related category which finally results in
a number for each year as the CAMELS rate. This number has been computed for 12
years (2005-2016) for each bank in the study.

First, the banks have been compared with respect to their performance in 2016.
This analysis illustrated that banks have negligible difference in terms of their
performance rating for that specific year. In other words, all of them remain within a
narrow range. It means that the chosen banks have similar financial structure and have
tried to keep themselves within the boundaries of prudential rules and standards defined
by BRSA. Besides it also indicates that supervision of BRSA has proved satisfactorily
efficient and effective. Then for all the banks in the sample, CAMELS components have
been ranked based on the average rate for the last three years of the sample period,
namely 2014, 2015 and 2016. This analysis, however, showed that Ziraat Bank stood at
the top position followed by Garanti Bank and Akbank. Halkbank ranked as the last
bank in this comparison. To compare the ratings two ANOVA tests have been
performed. These ANOVA tests are quite different from each other in terms of data
used. In the first ANOVA test, the data is the average ranks for the C, A, M, E, L and S
values over the last three years. However, the second ANOVA test uses overall
CAMELS ratios (not the ranks) for six banks for the twelve years analyzed (2005-
2016). This is the first study, to our knowledge, to be able to make such an ANOVA
analysis, since we have the sufficient number of years to be analyzed. ANOVA results
state that there is a statistically significant difference between the means of CAMELS
ratios. Finally, in the last part of the study, CAMELS rating results have been compared
to International Rating Agencies’ ratings. This comparison has shown that the ratings of
institutions do lag the financial indicators of the companies and even can be not
reflective of the current financial condition of the company. But the trend of the ratings
and rankings of financial indicators are consistent over a long period of time.

The study shows that CAMELS analysis is a better way of measuring a bank’s
performance. It can capture the changes in the performance of a bank immediately they
occur. With CAMELS analysis, it is also quite easy to understand the reason of
deficiencies by carefully inspecting the ratios behind the CAMELS ratio. Thus, the
main recommendation of the study would be to use CAMELS analysis to understand
what precautions should be taken before the deficiencies in the performance affect the
rating done by agencies. That should be of course a continuous process for a bank
manager.
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