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ABSTRACT

Purpose- These effects lead to many crises in the country, especially the economic crisis, and may result in serious chaos environments. In
order not to experience these situations, the banking sector must be under audit and observation. One of the most important actions to be
taken for this audit and observation is the regular measurement of financial performance analysis of banks. CAMELS analysis is a globally
accepted system for this performance analysis. Camels analysis measures banks with components of capital adequacy, asset quality,
management quality, profitability, liquidity and sensitivity to market risks.

Methodology- In this study, a total of 16 banks, 2 separate bank groups operating in the Turkish banking sector, 13 of which are private
capital banks, 3 of which are Public Banks, were subjected to CAMELS analysis for 16 separate periods taking into account the balance sheets
atthe end of 2003 and 2018.

Findings- According to the results of the study, among the banks, Tirkiye Cumhuriyeti Ziraat Bankasi A.S., Akbank T.A.S. ve Turkiye Gar anti
Bankasi A.S. among the groups, it was observed that the group of Public Banks perform a stronger performance than other banks and groups.
Conclusion- The fact that all banks and bank groups operating in the Turkish banking sector have a stronger performance in the coming
process will undoubtedly create a more appropriate level of economic prosperity for every structure in the state and individual scale in
Turkey's economic sense.

Keywords: Banks, financial performance, CAMELS, Turkish banks, Basel standards
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1. INTRODUCTION

After funds suppliers and funds demanders Banks are 3™ actors in the financial system. The banking sector accounts for most financial
intermediaries. Fund transfer, money supply, economic and financial policies support is some of the main activities. In addition to all its duties
within the financial system, it also makes a huge contribution to the employment of the country as a sector. Thus, it has importance and
responsibility for all kinds of structures in households, from small to medium-sized enterprises, commercial and corporate companies, to
public institutions. All structures will be affected in case of possible crisis that banks will experience. These effects lead to many crises in the
country, especially the economic crisis, and may result in serious chaos environments. In order not to experience these situations, the banking
sector must be under audit and observation. One of the most important actions to be taken for this audit and observation is the regular
measurement of financial performance analysis of banks. CAMELS analysis is a globally accepted system for this performance analysis. Camek
analysis measures banks with components of capital adequacy, asset quality, management quality, profitability, liquidity and sensitivity to
market risks. In this study, a total of 16 banks, 2 separate bank groups oper ating in the Turkish banking sector, 13 of which are private capital
banks, 3 of which are Public Banks, were subjected to CAMELS analysis for 16 separate periods taking into account the balance sheets at the
end of 2003 and 2018. According to the results of the study, among the banks, Ziraat Bankasi A.S., Akbank T.A.S. ve Turkiye Garanti Bankasi
A.S. among the groups, it was observed that the group of Public Banks had stronger performance than other banks and groups.

2. LITERATUREREVIEW

The aim of the study is to examine the factors affecting bank performance in the Turkish banking system. The study examined year-end
balance sheet data of selected banks operating in Turkey between 2002 and 2016. Components were created from financial data and those
components were examined separately and as a group. Return on equity, capital adequacy, the ratio of total deposits to total assets total
loans to total assets ratio of interest income to total assets ratio personnel expenses to total assets ratio of the sum of severance pay and
gross domestic product (GDP) year sari exchange, the benchmark interest rate, the rates of reserve requirements, the Consumer Price Index
and the exchange rate benefited from the change of showing the variations of the component. Panel data analysis model was used for data
analysis. As a result of the study, variables that positively affect the specified components are deposits, total loans, interest income, and net
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non-interest income. The negative variables are capital adequacy ratio, mandatory provision ratios and other operating expenses. Solak
(2010) worked on CAMELS performance analysis for the Turkish banking sector before and after the 2001 crisis. The study examined the
periods between 1995 and 2008. However, the thesis is based on the 2001 banking crisis. The study showed that the Turkish banking sector
suffered a serious wreck during the 2001 crisis. After this wreck, the provision of political stability and the macro-treatment of economic
policies strengthened the structures of the banks and positively affected their performance. In addition, CAMELS ratings began to deteriorate
in the last data year as a prediction of the 2008 crisis has been interpreted as the reason. Kilickiran (2010) was examined a ccording to the
BCC criteria of 22 different commercial banks according to the results obtained, 15 banks were active in 2007, 15 in 2008 and 17 in 2009.
According to the CCR criteria, 11 banks were effectively followed in 2007, 15 in 2008 and 14 in 2009. In addition, 10 banks have been observed
as effective every 3 years. Hascelik (2019), the study includes measurement and analysis of the financial structures of banks traded in Borsa
istanbul through the CAMELS rating system. The data set was obtained from BAT considering the balance sheets at the end of the period
2008-2018. During the periods studied, the capital adequacy ratios of banks were evaluated at a strong level. However, the average
indexation result value of CAMELS components is indicated as 3. This value has also been described as alarming. Abdullayev (2013), the
camels assessment system, generally used for on-site inspection purposes, is one of the important tools of remote surveillance, especially in
the United States. This composite performance value, which is used as a means of remote surveillance and on-site supervision to ensure the
regular and assured work of banks, is included in this study various analyses made through the CAMELS system created for Turk ey. The data
set of the study is provided from the BAT website. In this way, a study using even a “public” data set could provide important clues. The study
used 2005 and 2008 as observation years. Aslan (2017), in this study, the activities of the first seven banks in the Turkish banking sector
based on their asset size in the 2003-2015 period range were compared with the rate analysis method. Looking at 2015 data, three of the
first seven banks surveyed were public-owned banks, three were private-owned banks and one was a foreign-owned bank. The asset size of
the first seven banks in the Turkish banking sector was observed to be 74% of the banking sector in 2015. In the study, the rate analysis
method was preferred because it can show comparisons as an understandable and common technique. The comparison was made with the
previous year data and the sector average. As a result of the study, the same public bank ranked first in all of the rates when the banks
examined were ranked according to their sector share. Interms of profitability, the Public Bank ranked first in two of the other four. In one
of the two ratios, a private-owned bank was ranked first and the other a foreign-owned bank was ranked first. In productivity rates, three
out of the four surveyed ranked a private-owned bank in the first place, while one ranked a foreign-owned bank in the first place. As a result
of the study, it can be stated that this composite indicator approach, which is based on the camels performance evaluation sy stem and is
called the banking sector activity index, will provide important information to all professional market players, investors, risk managers and
researchers interested in the performance of both the banking sector and individual banks. In addition, it is thought that it can be used
effectively by the auditing authorities in order to determine the problems of banks without growing up and to enable more intensive and
frequent supervision.

3. DATA, METHODOLOGY AND RESULTS

In this study used 16 separate periods between 2003 and 2018. For 16 separate periods, 16 separate banks were analyzed in different groups.
Banks are divided into 3 groups, 1. Group Public Banks, 2. Group private equity Banks, 3. The group is all banks in operation. The raw data
set used in the study was taken from the statistical reporting of the Banks Association of Turkey under the name of “Selected Ratios” in
certain periods. In this study, used 21 separate ratios that make up each component. These ratios are chosen based on personal evaluations
of authors and subjective evaluations in literature studies. In the weighting of the components, the weighting of the components was done
by considering the weighting of the same basis in the literature survey. Accordingly, capital adequacy ratio, asset quality and liquidity are
weighted at 20%, earnings and market risk sensitivity components are weighted at 15% and management competence is weighted at 10%.
The ratios that make up the components of CAMELS are shown in Table: 7.2. Relationship aspects where the lower ratios positively and
negatively affect the components are stated. These relationship aspects are determined by whether the component is affected in a positive
or negative direction. For example, equity/total assets increase the capital adequacy ratio. The relationship aspectis positive. Dull receivables
/ total loans reduce the ratio of assets. The relationship aspect is negative. In the study, CAMELS notes made for the subject banks and
groups between 2003 and 2018, the formula and calculation systems used in the creation phase, respectively, are stated below in table 1.

Table 1: Steps for Calculations of the CAMELS

Weighting of
total weighted
deviationvalues | CAMELS

Weighting of the | Collection of
deviation value of weight

Reference Values | Index Value Deviance Value the rationwithinthe | deviation

component values on component
v basis
The arithmetic mean |The value of  |It was calculated over [The weight of the The ratios that | The sum of Calculation of

of all bank and group|each bank was  |the index value by 100 ration is multiplied by [make up the  [weighted values is |CAMELS
values for the year  |multiplied by |basis points depending [the deviation value.  |components  |multiplied by the  |score
analyzed was taken. (100, divided by |on the direction of the have been weights of the
that year's ration's relationship collected. components.
reference value. |with the component.

Table 2 provides analysis scores for the CAMELS values of all banks and groups. The banks and groups that can be interpreted as low
performance under the headings for attention are indicated in red, better values which are close to the average in white, values better than
the averages in green color groups. The reasons for the low values will be stated in the bank and group-based review in the next section. In
the evaluation of CAMELS values on behalf of banks over the years, it would be correct to interpret them by looking at the weighted values
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of the components that make up the value. It can be misleading to interpret CAMELS directly by looking at the values of the ratios that make
up the components. Because the ratios have not yet been weighted to form the value of CAMELS and to show their effect in the value. As a
matter of fact, the direct reference of the ratio values for the component-based evaluation we did earlier provided more realistic
interpretations.

Table 2: CAMELS Values for Solo Banks and Groups (2003-2018)

GROUPS 2003 [ 2004 [ 2005 2006 [ 2007 | 2008 [ 2009 [ 2010 | 2011 [ 2012]2013 ] 2014 | 2015 2016 [ 2017 | 2018

Public Capital Banks 90 [107[ 318 [141[157] 54 [134[134] 90 [ 85 [130][101[136] 80 [103]-1.2

Private Capital Banks -16 (21 ) -¢1 |-31]|-35|-12|-31|-31| -21 |-19|-30(-23]|-32|-19|-24]| 02

[Average for the Banks [ 37 [43[ 123556121 [51]51] 34 [33[50][39[52[30[39]-05]

3. CONCLUSION

The results of the analysis carried out by CAMELS method provide important data about the financial performance of the bank to the bank's
Board of directors, especially to those who supply and demand funds, risk managers and many analysts. This data can be used as an early
warning system, helping to create an action plan for potential problems. The performance of banks with an effective supervision and
Regulation Authority in the banking sector will also help to interpret the balance sheets with accounting makeup. Furthermore, the
performance comparison required for the competitive environment will thus gain continuity. If the competitive environment can be
controlled, it creates a positive impact for the markets in the long term. In our study, 16 banks and 2 different bank groups were evaluated
in 16 different periods. The assessmentis based on the average valuations of the banks and their comparisons to this value on a solo basis.
The Public Banks Group is seen as having a strong performance compared to the Private Capital Banks Group. The fact that all banks and
bank groups operating in the Turkish banking sector have a stronger performance in the coming process will undoubtedly create a more
appropriate level of economic prosperity for every structure in the state and individual scale in Turkey's economic sense.
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