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The Impact of the global financial crisis on banking client default

“A study on the Jordanian Commercial Banks”

Prepared By:
Liath Aiman Al Jboul
Supervised By:
Dr. Ali Abudul ghani Al-laith

Abstract

This study aimed at demonstrating and evaluating the impact of the international
financial crisis, on the insolvency of the Jordanian commercial banks customers, for the
period between (2007) and (2009).

This impact was verified through the financial ratios which reached (14) ratio for the
banks financial statements.

The sample was consisted of the largest five banks among the population of the
Jordanian commercial banks which were impacted by the international financial crisis
that happened in (2008).

The methodology that was followed by comparing the insolvency of the banks
customers indicators the bank's deposits indicators, the realized profitability at the
sample banks before one year of the international financial crisis(2008), and during the
crisis year and after a year of the crisis, according to the available data and the financial
statements are listed at Amman exchange.

The study is based on three assumptions, the 1- ANOVAWA, used for the difference
between more than two means, (f) in order to verify the statistical significance for the
difference between the general mean for the customers insolvency and the banks
customers deposits indicators and the profitability indicators before the international
financial crisis(2008), and the general means for the same indicators during the crisis



year and the general mean for the same indicators after the international financial
crisis(2008).

Is that some of its causes were the accumulation of mistakes and the financial policies as
a result of the lack of control role together with the lack of the professional work.

In the light of the statistical analysis, the following results have been reached.

- Acceptance of the first null assumption. The study concluded that there is no impact of
the international financial crisis on banks customers' insolvency at the sample of the
Jordanian commercial banks. This is evidenced by the results of (f) test, where the test
shows that the differences between the means did not reach the level of the statistical
significancy for the indicators of the banks customers' insolvency.

- Acceptance of the second null assumption, therefore, the study concluded that there is
no impact of the international financial crisis on the banks customers saving at the
Jordanian commercial banks unclouded in the study's sample.

This is clear from the results of (f) test; this test shows that the difference between the
means did not arrive the levels of the statistical singrificancy for the bank's profitability
indicators'.

- Acceptance of the Third null assumption. The study concluded that there is no impact
of the international financial crisis at the level of profit achieved for the commercial banks
Jordanian study sample This is evidenced by the results of (f) test, where the test shows
that the differences between the means did not reach the level of the statistical
significancy for the indicators of the banks customers' insolvency.

Finally, the most important recommendations of the study were as follows:

-Following a wise credit policy in granting all of the times, especially during the
international economic crisis.

-Calling the central bank to apply more flexible policies in order to encourage the
banking sector to grant credit facilities to customers, such as reducing the cash reserves
ratio which commits banks.

- The banks managements should not think about how to raise the level of performance
efficiency, rather, they must think seriously about how to identify the financial
insolvency in its early stages in order to face its risks and overcome them at the due
time.



- continue to pursue the bad debts because the negligence of the bank leads to the loss
of a great loss and thus weaken its financial position.
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