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Abstract:

This study aimed to determine the impact of the Algerian banks’ adoption of the financial
assessment approaches represented in capital adequacy on the profitability of commercial
banks, and the total solvency index was relied on to calculate the capital adequacy in
Algerian banks, while profitability was represented by three important indicators, namely,
The application was on a sample of 08 Algerian commercial banks, including 03 public
banks and 05 private banks for the period extending from 2012 to 2020, using the Panel Data
method of statistical analysis.

The study concluded that there is a statistically significant positive relationship between
capital adequacy and the rate of return on assets, while there is a statistically significant
inverse relationship between capital adequacy and both the return on private funds and
financial leverage. Therefore, it is necessary to adhere to setting the minimum level to capital
adequacy without exaggeration in order not to negatively affect profitability.

Keywords: Financial performance assessment, Capital adequacy, bank profitability,
Algerian banks.
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