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Abstract

The research's aim is to predict financial failure by evaluate
banking financial performance to distinguish between the performance
of troubled and non-troubled banks, in light of the research problem
represented by the work of Iragi banks in a high-risk environment,
which requires to accurate tool to predict financial failure because of
that. this was represented by the following question :

What is the tool which is predicting the failure of financial
accurately by employing a wide range of performance indicators of
bank's performance?.

The research assumed that financial failure can be predicted based
on the method of artificial neural networks by using a wide range of
financial performance indicators.

to reach that, the sigmoid function was used:
F(x) = 1/(1+ exp -px)

It was concluded that the artificial neural networks model is an
effective tool for predicting performance results and the indicators of
solvency, employment, profitability and liquidity are appropriate tools
for measuring performance, as the results showed their relative
importance in the model, which does enable the bank to make the
appropriate strategic decision, also the financial analysis and the
artificial neural networks model are considered two integrated tools
for financial failure prediction .

The research recommended activating the role of risk management
to develop a performance evaluation system based on solvency,
employment, liquidity and profitability using the artificial neural
network model to predict performance results in light of the model
output and to achieve the integration between financial analysis and
the artificial neural network model.

Key words: Financial performance, financial failure, artificial neural
networks.
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Model Summary

Training

Testing

Cross Entropy Error

.000

Percent Incorrect Predictions  0.0%

Stopping Rule Used

Training Time

Cross Entropy Error

Training

ratio

(.001) achieved
0:00:00.00

000

Percent Incorrect Predictions  0.0%

erm

criteric

Dependent Variable: Classification of the bank financially int
troubled and non-troubled

ol L 4B (0)J g

Classification

Predicted
Percent
Sample Observed .00 1.00 Correct
Training .00 1 0 100.0%
1.00 0 4 100.0%
Overall 20.0% 80.0% 100.0%
Percent
Testing .00 1 0 100.0%
1.00 0 0 0.0%
Overall 100.0% 0.0% 100.0%
Percent

Dependent Variable: Classification of the bank financially into

troubled

and non-troubled
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Independent Variable Importance

Normalized
Importance  Importance
Profit margin .020 18.3%
Rate of return on equity .028 26.0%
Rate of return on total assets .028 26.0%
Net profit over total revenue .008 7.1%
net operating margin .016 15.2%
Deposit rate of return .035 32.1%
rate of return per share .029 26.4%
Total revenue to total assets 048 43.8%
The distributable profit rate on total assets .020 18.4%
The rate of return on paid in capital .024 22.3%
rate of return on resources .020 18.4%
Earned. interest .to .accrued .interest .018 16.2%
Bank employee profitability .033 29.9%
Cash balance .038 35.4%
Legal reserve .016 14.5%
Cash to total assets .040 36.4%
Employment rate .028 25.8%
Equity to total assets .032 29.1%
Equity to total deposits .058 53.6%
Equity to total loans .018 16.7%
Credit risk .109 100.0%
Equity to financial investments 063 58.0%
Deposit investment rate .044 40.8%
Total loans to total deposits .050 46.5%
Total revenue to total investment .003 3.0%
The rate of return on investment of securities .013 12.0%
Resource Employment Rate 071 65.4%
Resource lending rate 031 28.9%
The rate of return on the total loan portfolio .023 21.1%
The rate of the bank’s contribution to banks and .036 33.2%
subsidiaries
NN Az [ jaaall
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