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The Impact of Full Disclosure on Financial Performance Measured by Leverage in

Banks Listed on the Palestine Exchange Using CAMELS Indicators
(An Applied Study on Palestinian Local Commercial Banks).
Prepared by: Nadeen Rashid Ragheb Seder

Supervisor: Dr. Kamel Abu Kwik

Abstract

The significance of this study stems from the pivotal role of banks in the Palestinian
economy, particularly in the context of an emerging economy where full disclosure
serves as a fundamental factor in enhancing transparency and investor confidence. The
study aimed to examine the impact of full disclosure (leverage) on the evaluation of
financial performance using CAMELS indicators (Capital Adequacy, Management
Quality, Earnings Quality, Asset Quality, Liquidity, and Sensitivity to Market Risk) for
local commercial banks listed on the Palestine Exchange during the period 2014-2023.

The study population consisted of seven banks, with a sample of four banks selected.
The descriptive-analytical methodology was employed, utilizing panel data to collect
and analyze data to describe the behavior and developments of the variables. The EViews
statistical software was used for analyzing the numerical data.

The study concluded that full disclosure positively affects the financial performance of
local commercial banks listed on the Palestine Exchange. It contributes to improving
management efficiency and the ability to make accurate financial decisions. Moreover,
it enhances trust between investors and banks, leading to increased financial stability
and enabling banks to address emerging economic challenges effectively. It also helps
reduce the sensitivity of banks to market fluctuations.

The findings indicate a statistically significant effect of full disclosure, as measured by
the leverage indicator, on financial performance evaluation using CAMELS indicators.

Key Recommendations Based on the results, the study recommends developing full
disclosure policies aligned with international best practices. Banks should adopt
effective communication strategies with investors to enhance trust and financial stability.
Additionally, the study suggests that Palestinian banks periodically apply the CAMELS
model to assess their financial performance, enabling them to identify strengths and
weaknesses and take necessary corrective actions. Implementing these recommendations
is expected to support the financial performance of banks, strengthen their ability to face
economic challenges, and achieve financial sustainability.

Keywords: Financial performance, commercial banks listed on the Palestine Exchange,

CAMELS model, full disclosure.
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(X) oLl & Liady! -2.2835 0.3668 -6.2257 0.0000
R-squared 0.2011 Mean dependent var 0.0004
Adjusted R—squared 0.1959 S.D. dependent var 0.0160
S.E. of regression 0.0144 Akaike info criterion -5.6320
Sum squared resid 0.0319 Schwarz criterion -5.5929
Log likelihood 441.2970 Hannan—Quinn criter. -5.6161
F-statistic 38.7596 Durbin-Watson stat 2.1036
Prob(F-statistic) 0.0000
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R-squared 0.3971 Mean dependent var -0.0001
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S.E. of regression 0.0014 Akaike info criterion -10.3184
Sum squared resid 0.0003 Schwarz criterion -10.2793
Log likelihood 806.8343 Hannan-Quinn criter. -10.3025
F-statistic 101.4336 Durbin-Watson stat 2.0935
Prob(F-statistic) 0.0000
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C 0.0001 0.0001 —-0.3165 0.7521
(X) oLl & Liady! -0.3525 0.0353 -9.9756 0.0000
R-squared 0.3972 Mean dependent var —-0.0004
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S.E. of regression 0.0014 Akaike info criterion -10.2929
Sum squared resid 0.0003 Schwarz criterion -10.1952
Log likelihood 807.8482 Hannan—Quinn criter. —-10.2532
F-statistic 24.8781 Durbin-Watson stat 2.0407
Prob(F-statistic) 0.0000
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Variable Coefficient Std. Error t—Statistic Prob.

C 0.0005 0.0017 0.3040 0.7615
(X) oLl & Liady! -1.6405 0.5069 -3.2362 0.0015
R-squared 0.0649 Mean dependent var -0.0010
Adjusted R—-squared 0.0401 S.D. dependent var 0.0203
S.E. of regression 0.0199 Akaike info criterion -4.9660
Sum squared resid 0.0597 Schwarz criterion -4.8683
Log likelihood 392.3492 Hannan—Quinn criter. -4.9263
F-statistic 2.6182 Durbin-Watson stat 2.0406
Prob(F-statistic) 0.0373
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Variable Coefficient [Std. Error t—Statistic Prob.

C 0.0058 0.0014 4.1811 0.0000
(X) Jold) & Lady) -2.4609 0.4226 -5.8235 0.0000
R-squared 0.1805 Mean dependent var 0.0035
Adjusted R-squared  [0.1752 S.D. dependent var 0.0183
S.E. of regression 0.0166 Akaike info criterion -5.3488
Sum squared resid 0.0423 Schwarz criterion -5.3097
Log likelihood 419.2081 Hannan-Quinn criter. -5.3329
F-statistic 33.9136 Durbin—Watson stat 2.2917
Prob(F-statistic) 0.0000
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