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The research aims to identify the role of financial analysis in reducing defaults on
credit facilities and measuring the extent to which banks rely on it as a tool for
reducing credit defaults in commercial banks, as well as to identify the most
important financial ratios used in banks when analyzing the files of clients seeking
credit, as the research aims to identify the role of available information using
financial analysis before making a credit decision. The research also aimed to

develop a model that helps banks in credit analysis.

The descriptive analytical approach was used as a method to explain the most
important rules related to financial analysis tools, their application mechanisms, and
their financial and technical implications, in addition to their financial and
accounting roles when evaluating the decision. The study relied on credit portfolio
data for 40 bank customers, and the credit portfolio was analyzed through the

creditworthiness equation. Its requirements are based on seven Standards as follows:

Creditworthiness = Financial Position +Sales +Guarantees + Character + Conditions
+ Credit History + Bank Inquiry

The above model consists of seven standers and uses a points-based system,
according to which a minimum number of points is set that the facility client must
have in order for the financing request to be approved or not. The higher the

number of points is than the minimum, the positive the situation, and the lower the



risk for this client. The opposite is true, and each criterion from the previous

model is given a relative range and weight according to importance as follows:
CW=>30+15+10+10+10 +10 +15

The researcher reached a set of results, the most important of which is that credit
decisions in commercial banks use financial analysis partially and are not applied
to all the facilities granted. The research also concluded that the relative weights of
some creditworthiness criteria are greater than they should be, and other criteria are
less than they should be. The researcher pointed out that the credit history standard
and the banking inquiry standard are one standard, and during the analysis, all the
results of the previous two standards were identical by up to 100%. This is because
the data sources are from unified and limited sources. The researcher also concluded
that the previous model needs to add some other standards that support model and

make it more comprehensive and accurate.

And, the researcher reached a set of recommendations, the most important of which
was the necessity of amending credit policies in commercial banks, especially the
requirements for granting credit, and working to modernize and develop that policy
and develop and modify the model according to the relative importance of each
element, and the necessity of focusing on criteria of ability to repay as a basic
criterion without neglecting the rest Standards. The researcher also recommended
appropriate training for all employees who work on analyzing data and applying
creditworthiness models and providing the necessary resources to improve their

skills and knowledge of the latest technologies.

The researcher also recommended using the proposed model, which includes all the
basic Standards and the values were distributed in a fair and modern way and

according to the current variables as follows:

Creditworthiness = Character + Capability + Capital + Conditions + Credit
History + Credit Purpose + Currency + Collateral
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