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Abstract
The banking arena has witnessed an increase in the number of crises

and the ease with which these crises are transmitted within the banking
system in recent years, which has led to central banks to play their

regulatory and supervisory role in order to preserve the integrity of the

banking system from any crises and to address crises if they do occur.

The central bank establishes laws to regulate banking activities and
exercises supervision and auditing work on commercial banks as it is the
highest authority in the state and the purpose of conducting this control is
to maintain the financial soundness of banks and protect the rights of
depositors and shareholders, and to achieve banking safety, the central
bank evaluates the financial performance of the bank in order to identify
elements Strength and Weakness The Central Bank has adopted the

evaluation system (CAMEL) to evaluate banks and maintain financial

soundness.

Subsequently, financial safety became an important matter, as the
role of central banks must be clear here by encouraging banks to maintain
financial integrity, and the regulatory role in general and supervisory in
particular came about. From this standpoint came the importance of this
study, through which we will address the role of central banks In terms of
banking supervision, as well as giving an idea of the supervision
approved by central banks with reference to one of the supervisory

systems, which is the CAMELS system, as well as dealing with financial

soundness and its indicators.

In order to achieve the research's objectives and prove its
hypotheses, the researcher measured financial safety indicators on the

Iragi banking system by applying the ratios for each of the financial



safety indicators on the Iragi banking system as a whole, with the Pearson
Correlation model examining the correlations between the private
indicators. With financial soundness, and after analyzing the results, a set
of conclusions and recommendations were reached on the subject of the
study, and among the most important conclusions reached by the study,
indicators of financial safety of banks are necessary matters, due to the
many risks faced by banks and the banking system, and the existence of
such indicators that help banks in capacity To identify whether it will face
a financial crisis in order to control it and to take appropriate measures at
the appropriate time to address this crisis or limit or mitigate its impact,
and from the application of financial safety indicators to the Iragi banking
system, it has already become clear that the Iraqi banking system was
healthy and strong and has a great capacity to Confronting financial
shocks and crises, but on the other hand, this had an impact on the
profitability of banks The correlation between financial safety indicators
and profitability indicators is almost always weak, which indicates that
the exaggeration in maintaining the adequacy of capital and liquidity in
financial safety indicators is to show the banking system's strong and
good position in front of the Central Bank of Iraq while reducing lending
in order to prove that banks apply the system CAMELS enhances the
financial soundness of banks, but in return it affects the profitability of
banks, which makes banks face two options: the first is to apply safety
indicators and adhere to the CAMELS evaluation system, and the second
Is to achieve profitability, and one of the most important
recommendations recommended by the study is to strengthen the
supervisory role of the bank. The Central Bank of Irag through the use of
the (CAMELS) system to control the banking system to improve the
banks ’adherence to the directions of the Central Bank of Iraq in order to

enhance financial soundness, and to conduct a number of studies in the

B



field of financial safety with regard to other aspects that help achieve
financial safety in the banking system, for example the impact of

Macroeconomic factors in the soundness and instability of the banking

system.
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