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Abstract:

This study aimed to examine the impact of implementing the law prohibiting
interest-based transactions on the financial performance of Sahara Bank
during the period from 2009 to 2018. The study evaluated the bank’s financial
indicators using the CAMEL model for banking soundness. To statistically
assess the impact of implementing Law No. 1 of 2013 (the Law for the
Prevention of Interest-Based Transactions), Cohen’s d test was applied. The
findings revealed that the bank’s overall rating according to the CAMEL model
remained consistent at (3) both before and after the law’s implementation.
Additionally, the statistical analysis indicated no significant differences
in CAMEL indicators such as capital adequacy, asset quality, management
efficiency, and profitability. However, there were statistically significant
differences in the liquidity index, particularly the ratio of total credit to total
deposits, after the law was enforced. The study also demonstrated that the
prohibition of interest-based transactions had a large impact on the ratio of
total credit to total deposits, but a smaller impact on the liquidity assets to total
assets ratio. Based on these findings, the study recommends that the bank’s
management focus on addressing the indicators that have experienced sharp
declines. It is essential to pay attention to factors that can enhance performance
and improve the bank’s overall rating. Furthermore, we encourage Sahara
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Bank to continue utilizing the CAMEL model and to disclose its financial

statements annually, which would allow for more in-depth research in the
future.

Keywords: financial performance, law prohibition of Interest-Based
Transactions, CAMEL Model, Sahara Bank, Libya
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