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The Methodology

This research proposal focuses an carrying aut 3 sandid investigatian on the sffects of the credit management an the performanges of the
anks financisly, In light ta this, the research facuses an the Jardanion commercia banks snd how they effectively carry aut the pracess
of credit risk management sftectively. In order to schieve this, data will be Sourced from the annual reparts available in the dstabasss of
the Jrdanian commersial banks and focus on the years 2005-2013. In addition, for the purpose of estimating the effets of the credit risk
mansgement indicatars, the pansl regrassion model was effectively employed and adapted i this study (Varatto and Simanz 133). In this
rasearch, same of the indicators that were majorly focuszd upon includs the sapital adequacy ratio, credit interests and facilities ration,
faciliizs ratic and th loss of the fasiliizs in gross. Others considered include the leverage ratio, the Nar-performing laens that all focused
on the banks finansial performanzzs

Conclusion
I main objective af this paper was tn investigate the effects of th cradit risk managem-nt fowards the banks finan-ial performaniss
I proviess is achieved thraugh an identifyzation of the cradit risk managem=nt and finan-ial parformance indinators. In aditian, this
rasearoh propusal has facused an identifying the empiri-al evicenoe of the rata in whish the prosess «f fisk management impacts on the
perfarmance of the banks and the =fforts that -an b= adapted by an arganization in improving their finan-ial raes that rate thair
perfarmances. There is, hewevr, 3 continuing dis-ussions rlating fo the natur and the degre= af the available pra-ical orerdt risk
managem-nt effects an the profitatilty of the firms. In this resarch, the different ratins hat da not affect the prafits of th lrdanian
commarial banks ar measured through th us= of the ROE. It is sorth noting that the credit risk management indiaters that are
considered in this research are signifi-ant variatlas shich direatly impacts on the Jordanian commercial banks. A5 such, it s imp-rative
far the Jordanian commeraial banks shuld consider improving th non-fi=rforming lnans, enhancing the availability of the fauilties loss
and net facilities and the l=verage ratios. Allthese factors are crucial in the determination of the uredit isk management ~fforts and

prosess=s
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Abstract

The primary sim of this thasis propasalis to identify and s such bz canversant with the mture of the aperationsl risks that ars comman in
the banking sestor. This paper has majorly focused an the banks of Jardan and snalyzed how they applied relisble measures ta ensurs that
they solvz the risks in the barking system successfully. The methods used i the zalzulation implement the nzed ta understand the naturs of
the operational risk and the methad applied in the zaleulation of the capital requirements of the aperstionsl risks. In addition, this paper has
sdapted the saund practices for the management af the aperational costs. In this regard, the ability of the banks in Jordan ta implement the
requiremants of Basel § that are related ta the aperatianal costs and the difficulties that are faced by the banks for the purpose of calgulating
the capital requirements for the aperational zosts

Introduction

In 3 vouniry, the finaneial system is a orucial function that enfianss=s t= ecanami: development af the inividual nation {abizay=d and Bana
156).In this regard, any company financial perfarmance is regard=d as the ahility af a spevific: sompany fo g-nerate riew resaurces through its
ragular parations that ar= measnred for 3 specific period of tim-. A sucs=ssful operation in a company s defermined by th=rief income and
S catarminans are -ateqaized into the traditional and market-based measires

the qash used in their nperations as such the su

ording 1 Al-Smad, Mohammiad and Saad AlWabel (8), sinv= the early 14605, there has fieen  is- in the numbar -f risks impacting the
hanking sectar such as th= cradit risk interest rate risk, liquicity risk, market risk an th= fareign =xchangs risks. Qthers inaluce the salveny
tisk that is the mast cammon in mast of the baris. This rsearch is devated ta valuating the -urrant effects of th=management of the
highlighted risks ori th finanaial parformarices of th lordanian sammercial banks in the pariod af 20052012, In adtion, this paper shall
majorly focus o the cradit risk managem-nt in the banks and its abilty to regulate the profitability of the banks

Literature Review
This s=ction fucuses on the thecretizal and empirisal iterature on the impasts of the credit risk manayement to the financial perfarman2s
and r=lat=s it ta the Jurdanian commercial banks. Genarally, Duffi=, Darrell, and Kznn=th {23) state that risk is defined as th: faztars that l2ad
tothe actual returns being less than the expected rstums. In this regard, the risk is the probability of lusing n an invastment and the wveral
wed o the investments. In light to this, Yarotte and Simane {135) cxplain that the credit risk is cat.-joriz-d s the risk that a
borrowser is fikly ta default and as such does not honor the obligations of the serviz: debt
Aecording to Kolapo ¢t al. 133}, eredit risk refers to the profitability associated with the loss as a result of the differont eases of failure of the
borrowser to settle the payments on any typ: of the debts they owe: othars. On the ather hand, Brie, Slaudio and Haibin Zhu (237) apine that
cradit risk management is a process that involves mitigation of the lasses through a comman understanding of the adequasy of the bank's
capital and laan loss reserves available at any given time. This process has been a challenge to magt of the banking institutions, and thay
have been laft grappling with offorts to maintain their credit risks (Eling, Martin, and Hato Schmeiser 38). In this regard, 2ases of the aredit
risks are associated with the possibilitics that the borrowers will default the barrawad 2agh and fail ta pay. According to Réthali and Tobias
{123), this cventually leads to the loss of principal and interests, disruption of the cash flows and an increased collection of the sasts. Cradit
riskis on2 of lhe majar risks lhal negalively impasls en the banks operalions based on Lhe nalure of their diverse aclivilies {He, Zhigua, and
Wei Yiong 394). Hawever, Lhrough an effzalive managemenl process of lhe credil risks by Lhe banks, il is possible Lo supporl Lhe viahilily and
rofilabilily of their individual business and also centribule Lo the syslemic slabilily and conlribule Lo an efficient allocalion of the capilal in
nomy {Abuzayed and Bana 1571
rding Lo A-Smadi, Mohammad and Saad Al-Wabel [10), numerous researshers have [acused an Lhe effesls ailthe credil risk
inancial perfarmances of the organizalion. In addilian, the regaarch has lacused an Lhe 2 af Lhe eradil rigk
| performances of Lhe organizalion and how Lhair | can be 2ff2alive in raduction af the passibility of
ncerlainties of the achievement of the redrick and Ogila {18) explain thal majarily
live credilrisk management and the
g in common agreement thal
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