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Abstract

This study examines the importance of financial lysia for providing
banking credit. The problem of the research shdwsirtability of a bank to
recover the principal credit as well as borrowdefault which would lead to
liquidity bottleneck due to lack of financial ansily. The hypotheses of the
problem are as follows:

- Is increase of credit default percent due to thsgigmficance of
financial analysis?

- To what extent banks can rely on financial analysis borrowers'
credit position at providing loans?

- Is it sufficient enough to use financing percenborrower's financial
statements as indicators for providing loans?

- What is function of financial analysis relating tetking decisions on
credit and liquidity in banking sector ?

The importance of the research is due to the sggm€e of the financial
analysis because it provides the required infownafior forecasting the
borrower's capacity to repay the loan and lialesittconsequences. It can also
discover the early risk of borrowers' default sattthe necessary action could
be made, and it would help to break down the figuoé¢ the financial
statements in order to be useful for accountingrmftion user.

The research is aimed at highlighting the funcidrine financial analysis,
through financial statements data, to show thengtrand weak points at
providing credit, and also to state a number oériitial indicators. These
indicators can be used to evaluate the borrowapsaaty for repayment on
due period as well as to be acquainted with firelramalysis tools.

The research hypotheses are tested as follows:

1- There is a significance correlation between finah@nalysis and
forecasting the borrower's capacity to repay tla@lo

2- There is a significance correlation between finahctatements
analysis and bank's decision for providing credit.

3- There is a significance correlation between finah@nalysis and
facilities percent for default credit.

The researcher has adopted the deductive methodtwodentify axes of the
study and set out hypothesizes as well as inductethodology to test the
validity of the said hypothesizes. The historicap@ach is also used to
examine former studies related to this study wthke descriptive method is
adopted by using case study.



The study cameto the following findings:

Vi-

Using financial analysis methods would provide mation for
forecasting the borrower's capacity to repay tlaalo

Banks benefit from the financial analysis in terofsevaluating
financial statements information to show how stragd weak
position of creditors' institutions.

Financial analysis is used to illustrate the positof borrowed
enterprises against expected financial crisis iaréu

Using reasonable financing percent would enhancgidence of
the bank to determine the borrower's capacity payehe loan.
Financial analysis provides banks with requiredoinfation to
determine the potential risks related to default kafrrowed
enterprises.

The outcome of financial analysis for financial tetaents of
borrowed enterprises would be useful for decisi@kimg process
with respect to banking credit.

Therecommendations ar e as follows:

To adopt financial analysis methods for forecastihg borrower's
capacity to repay the loan.

To evaluate financial statements information bycepeindicators to
show how strong and weak position of borrowed @mises.

To train and qualify staff to perform financial dyss efficiently.

To use other non-financial methods such as goobdwviborrowers at
taking decision for providing banking credit.
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