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Abstract:

The study problem was represented in the high rates of banking default among
customers of Yemeni Islamic banks due to the weak reliance of Yemeni Islamic
banks on the result and outputs of financial analysis and the predicting financial
failure models to predict failure before it occurs. Accordingly, the study aimed to
find out to what extent Yemeni banks' depend on financial analysis as a tool for
predicting the default, to what extent they depend on the outputs of the models of
predicting the financial failure as a basis for making credit decisions, and the role
of this in reducing banking default, and the type of that relationship, and if these
used models predict the failure early before it happens. Aiming To know that, the
researcher has studied two research samples; the credit employees of Yemeni
Islamic banks by analyzing The outputs of the questionnaires using SPSS, in
addition to using Altman's Z-Score model on the facilities customers of those
banks to determine its ability to predict default before it occurs. The researcher
has reached several results, the most important of which are: Banks depend on
financial analysis as a basis for disclosure of default, they rarely use predicting
financial failure models to predict failure before it occurs, and they do not have
early warning systems to predict any possibility of failure of the customers. The
applied model was unable to predict the default for most of the research sample
customers, so the researcher used the quantitative analytical approach to build a
model which predicts the default that fits with the clients of Yemeni banks. He
built The following model:

Z =-1.575R4 + 0.075R11 + 0.044R18 + 0.025R9

Whereas: R4 = Total Asset Turnover, R11 = Debt to Total Assets Ratio, R18 =
Asset Return Ratio, R9 = Inventory Turnover.

The researcher recommends several points, some of which: applying the
predicting financial failure model proposed in the study when evaluating the credit
status of clients, setting up training courses for the employees in specialized
centers in the field of banking default prediction using financial failure prediction
models, each bank must design and develop an early alarm system to disclose or
predict any failure by the customers before it happens and to be interconnected to
the bank's automated system, and establishing a financial institution for the
insurance on the credit.
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(eSbenl Lllal) pilgal) Al Ldaal) Liml Jdas Gale :(3) a8, Galal)

Stepwise Statistics

Variables Entered/Removed?ab.c.d

Step Entered Wilks' Lambda
Statistic dfl df2 df3 Exact F
Statistic dfl df2 Sig.

L daxa 0550 (Hea) .657 1 1 54.000 28.192 1 54.000 .000

il g gall
) L gall () Maa A77 2 1 54.000 29.092 2 53.000 .000

il g gall
3 Jare dilall e 442 3 1 54.000 21.858 3 52.000 .000

il g gall
4 daxa o)y 50 533l .393 4 1 54.000 19.694 4 51.000 .000
At each step, the variable that minimizes the overall Wilks' Lambda is entered.
a. Maximum number of steps is 38.
b. Minimum partial F to enter is 3.84.
¢. Maximum partial F to remove is 2.71.
d. F level, tolerance, or VIN insufficient for further computation.

Variables in the Analysis

Step Tolerance F to Remove Wilks' Lambda
1 Jaee (50 (Hlan) @il g sall 1.000 28.192

Jare (50 (Hlea) s e gl .962 28.555 734
2 A ) ) (an) Sl s sall .962 20.048 .657

Jaee ()50 (Hlan] s g sall .889 32.790 721
3 A ) ) lan) @l s sall 744 25.243 .657

Jae lall e il g gall 754 4.045 AT7

Jaee ()50 (Hlan] s g sall .636 42.434 720

A ) ) lan) @l s sall 725 26.537 .597
‘ Jae el e il g gall .648 7.592 451

Jaxa )y 53 g5 33l 677 6.398 442

Wilks' Lambda
Step Number of Lambda dfl df2 df3 Exact F
Variables Statistic dfl df2 Sig.

1 1 .657 1 1 54 28.192 1 54.000 .000
2 2 AT7 2 1 54 29.092 2 53.000 .000
3 3 442 3 1 54 21.858 3 52.000 .000
4 4 .393 4 1 54 19.694 4 51.000 .000
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Pairwise Group Comparisons®P.¢.d

Step Al Jixia e yinia
) F 28.192
Jixa
Sig. .000
1
) F 28.192
Sig. .000
) F 29.092
) Sig. .000
. F 29.092
Sig. .000
. F 21.858
3 Sig. .000
. F 21.858
Sig. .000
F 19.694
Sig. .000
4
F 19.694
g
Sig. .000

a. 1, 54 degrees of freedom for step 1.

b. 2, 53 degrees of freedom for step 2.

c. 3, 52 degrees of freedom for step 3.

d. 4, 51 degrees of freedom for step 4.

Summary of Canonical Discriminant Functions

Eigenvalues
Function Eigenvalue % of Variance Cumulative % Canonical
Correlation
1 1.5452 100.0 100.0 779
a. First 1 canonical discriminant functions were used in the analysis.
Wilks' Lambda
Test of Function(s) Wilks' Lambda Chi-square df Sig.
1 .393 48.568 4 .000

Standardized Canonical Discriminant

Function Coefficients

Function
1
Jae (50 (Hlen) o g sall -1.085-
e (50 Q553 521
dns ) () (Jlaa) @l s sall .882
Jars ailall e < g gall 574
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Structure Matrix

Function
1
oz ()5 Mlan o g sall -.581-
daee gy s sall A glaialla -.545-
L gall () (Maa] s sall .485
s A gyl Ay yudla -.247-
A A gaud) Lill2 -.246-
s Jlilia -.227-
dare Oy il sa sl A1 -.165-
Lo el ) Maay1a 21
Land dplars J a2 -.105-
L Glala ) Lllia .103
L Gids o o li2 .100
dare el o il s all -.097-
i gl ) 3 ia DLl .043
Jare ()52 pedll Apaalia .039
daxs 0550 aedl Axilalla .017
dane g5 b il Jl delali .017
Jane dilall o (358a DLl .008
Jane (50 0553l -.004-
o K il ) Jalid .000

Pooled within-groups correlations between

discriminating variables and standardized

canonical discriminant functions

Variables ordered by absolute size of

correlation within function.

a. This variable not used in the analysis.

Canonical Discriminant Function

Coefficients

Function
1
Jaae 53 (lan] s sa sall -1.575-
dara 053 s34l .025
i ol ) Mlaa] s sall .075
Jaee Silall o s g gall .044
(Constant) .038

Unstandardized coefficients
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Functions at Group

Centroids
EUEN] Function
1
Jfala 1.220
e e -1.220-

Unstandardized
canonical discriminant
functions evaluated at

group means

Classification Statistics

Classification Processing Summary

Processed 58
Missing or out-of-range group 0
Excluded codes
At least one missing 0
discriminating variable
Used in Output 58
Prior Probabilities for Groups
RVENY Prior Cases Used in Analysis
Unweighted Weighted
S .500 28 28.000
Sie g .500 28 28.000
Total 1.000 56 56.000

Classification Function Coefficients

sl
il g sall Maa) ) 92 Jana -.040- 3.805
sl )5 Jame .028 -.034-
Gl g sall aa) (A gl s .240 .058
s g gall o ailall Jana 159 .052
(Constant) -4.383- -4.475-

Fisher's linear discriminant functions
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