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Abstract

The CAEL standard is one of the major supervisory indicators
adopted by the Bank of Sudan to assess the financial positions of the
Sudanese banks. Notwithstanding that the Bank of Sudan started using this
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standard since 2002. The standard is used mainly to measure capital
adequacy , asset quality , profitability as well as liquidity positions.
Obviously the standard shows that Sudanese Banks need a deliberate
consideration when assessing the point of weakness in their financial
positions.

The study reached to a number of findings: the correct application of
CAEL standard may reflect the real position of the banks; accordingly it is
considered as an early warning indicator that can assist policy makers in
choosing the appropriate curing policies. Moreover, the large percentage of
credit default is one of the main reasons that lead ultimately to the collapse
of the Sudanese Banks.

The study reached to recommendations for the central bank which is
the importance of using CAEL standard ratios instead of depending on one
ratio of the standard, so as to make the overall assessment realistic.
Accordingly, an immediate response from the central bank could be taken
towards banks which the CAEL standard reflects their weaknesses.
Regarding the commercial banks, the study recommended that they should
follow precautionary policies when providing credit / finance in order to
mitigate credit risk and hence defaults . Moreover, the commercial banks
should reflect transparency in their financial statements.
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