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Abstract

This study attempted to analyze and measure the credit worthiness
in business organization, and it included two sectors (Industry and
Banking sectors) of the registered companies in Amman Market Stock
Exchange. Many significant variables were identified for the
measurement of creditworthiness for the banks and companies by using

numbers of financial ratios (profitability and liquidity ratios).

The study has covered a period from (2000-2002) in which it was
considered suitable for the purposes of the current study, and correlates
with the core of the financial and credit analysis of banks aspects, as well
as taking into consideration the theoretical aspects of the credit
worthiness concept, the implications, the measurement models of
financial and banking risks to which the banks are exposed, as well as the
approaches that have discussed such issues, and the features of credit risk

management in Arab banking.

Factor analysis has been used to summarize special variables of
credit ratios for this purpose. For its dependence as a respond, variable. It
also showed the importance of credit facilities to total assets as an index

to the creditworthiness of the banks represented by the credit factor.

In addition, the study takes into consideration (Debt ratio,
shareholders equity to credit facilities net) as a respond variable and the
measurement of the effect of liquidity and profitability ratios upon them
for the integrity of the study, where debt ration indicates the risk to which
the bank overall is exposed and shareholders equity to credit facilities net
indicates the ability of the banks to withstand the credit risk.

Such variables represent the second aspect of the credit worthiness
of banks and this is done by using cross sectional regression models, and

pooled regression model to test the research hypothesis, this is the same
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for the companies (Industry sector), in which a group of financial variable
that indicates the credit worthiness of the company and the impact of such
variables in the debt have been identified as respond variables which
indicate credit worthiness of the companies, and through which the
analysis has shown acceptance of the research hypothesis, which implies
the significance of the relationship weather positive or negative between
the respond variables (credit factor, debt ratio, shareholder equity to
credit facilities net) and profitability, liquidity ratios related to banks.
Concerning the industry sector companies statistical analysis results has
shown acceptance of some hypothesis and rejection of others, and the
financial variables has fluctuated in its influence on the debtness
positively and negatively and of which, for example, the positive
relationship between the debt ratio (respond variables) and return on
equity, that’s to say; as return on equity increase, debt ratio increases, and
the negative relationship between debt ratio and return on assets, as return

on assets increases, debt ratio decreases.

The main result for this study is that there was a fluctuation
between credit worthiness of banks and companies, as well as the

increase in the credit risks of banks.

This study has concluded into presenting a group of
recommendations that will lead to an improvement of risk management
and achieving trade off between risk and return, and reducing credit risk

resulting from non performing loans and default borrowers.
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