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Abstract:

There is increasing interest in the process of assessing the performance of
commercial banks by using financial analysis, principally, today's world is characterized
by economic openness, freedom of movement of trans-border capital. The banking cash
deposit is of great importance because commercial banks are considered one of the main
pillars in building the economic structure of the modern state. This importance has made
scientists and interested in banking to look for scientific results that will help them to
improve the performance of commercial banks, detect the strengths and weaknesses and to
avoid financial crises in the present and future in light of the rapid developments in the

world of banks.

The methodology of the study:

As the research is devoted to assess the performance of commercial banks by using
financial analysis, therefore, six Yemeni commercial banks operating in the city of Aden
are selected as samples for the study. The study aims at measuring and analyzing the most
important financial indicators related to the activity of the commercial banks and
determining the factors that affect their performance and make the necessary
recommendations to improve the efficiency of their work. The study is based on the

descriptive and descriptive approaches and that as follows:

A) Documentary Approach:
More attention is paid to the related previous studies, particularly those which are
published in the books and scientific studies; moreover, the researcher has paid some

research visits to some universities in Jordan and Egypt, as well as Yemeni universities.

B) Descriptive approach:
The study was based on the descriptive approach in all stages of data collection,
analysis and interpretation. The statistical method is used as part of the analytical approach

to this study using the SPSS program.

The objectives of the study:
The study aims at investigating :-
e Factors affecting the performance of commercial banks.
e Measuring the analysis of the most important indicators related to the activity of

commercial banks



e The necessary recommendation to improve the efficiency of the work of

commercial banks, so that they can improve their situation in the future.

The study is consisted of four chapters and a conclusion. The introductory chapter
deals with the general framework of the study. On the first hand, the first chapter ,entitled
financial analysis and its relation to the financial statements, is composed of three sections.
The first section focuses on the essence of the financial analysis; the methods of financial
analysis are presented in the second section, while the third section shows the light on the
financial performance assessment.

On the second hand, the second chapter, entitled Financial Performance Assessment,
is divided into three sections, one on performance, the second on performance evaluation,
and the third on financial performance assessment., Alternatively. the third chapter is
devoted to calculating the results of financial analysis and statistical analysis of banks. It is
consisted of three sections. The first section discusses the vertical and horizontal analysis
of the banks' financial position statement, the analysis of the financial ratios of the sample
banks is handled in the second section. The third section discusses the evaluation of
strengths and weaknesses and improvement of performance in commercial banks. As a
final point, the results and recommendations of the study have been dealt with in the fourth

chapter.

The results of the study:

The study has reached into a number of significant results including:

1. Liquidity in commercial banks is characterized by high liquidity in funds at higher
rates than the legal liquidity set by the Central Bank of Yemen.

2. Adoption of commercial banks on short-term investments provided by the Central
Bank of Yemen, such as treasury bills and treasury bonds, which achieve high
profits, with limited administrative costs and lack of risks, despite the negative
impact on these banks, given their low return on higher loans and advances.

3. There is a shortage in the commercial banks about the loans they give to customers
in terms of lack of information about the customer , lack of interest in the analysis
of loans and the volume of guarantees provided by the customer, as well as follow-
up procedures on the pretext of profit.

4. CAC Bank (The Bank of Cooperative and Agricultural Credit) has achieved the
highest value of the total assets at the level of banks, sample of the study, on



average for the period 2005-2012. While YKB (Yemen and Kuwait Bank) has
achieved the lowest average of the total assets in the same period.

5. As the average level of the study period, YBRD (the Yemeni Bank for
Reconstruction and Development) has investigated the highest value of capital at
the level of the sample banks, while YKB has achieved the lowest one. As for the
annual growth rate of capital, the highest percentage achieved by YBRD, while YKB

has achieved the lowest ratio.

The recommendations of the study:

The study has reached into a number of recommendations including:

1. The need to increase the capital of commercial banks in line with the requirements
of Basel | and Basel 11 to meet the financial and economic risks facing commercial
banks and the need to integrate small commercial banks with each other ,even if
compulsory, to create financial entities capable of absorbing and coping with
competition. Market, and strengthen existing customer base for growth, expansion
and cost reduction.

2. Commercial banks should work to improve performance indicators by increasing
the rate of deposit utilization and increasing the rate of return on equity, and
applying financial analysis tools when granting loans to customers.

3. To devote more attention and follow up to the modern scientific methods in the
field of financial analysis by senior management and specialized departments
because of its impact in rationalizing decisions related to the work of the bank.

4. Banks should not be dependent on the conditions of issuing treasury bills and
trading in foreign currency. However, they should work on the development of new
investment methods to increase revenue rates and reduce the level of liquidity to
ensure correct and address the conditions of the banking sector.

5. Finally, to increase the rate of employment of deposits with commercial banks,
which has a positive impact on increasing the rate of return on equity and assets,

because the survival of the high liquidity rate has significant risks.

The researcher has relied on a number of references and scientific sources related to

his scientific dissertation and they are at the end.

The researcher
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