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##ABSTRACT

The eitension offcredit|is a key aspect of the mahagement
of capital of Commercial banks, all of which are therefore necese
sitated to lay downia elear and definite lending poliey for theifi
officers to folloWw. /In general, commercial banks' lending policy
- 15 geared to maximizing -revenue and minimizing loss.

Though there is'a great variety of loan serwvices offered
by commercial banks to’their customers, they however can be boiled
down to three principal types *

1. Loan

2. Oyerdraft

3. ﬁill discoﬁnting

With respect'to the pfinciples guiding the granting of
loans, /these vary——depending a great /deal on the types of credit
and the pedple who are seeking it. In ‘the main, commercial banks
follow the "5 C'.s" credit analysis methoedswhich is based’ on the
study of the character, [capacity, capital and collateral of| the
customers in question as well as the condition of the general
economy in order to arrive at conclusions with respect to

repayment ability and degree of risk. But in special cases,



a
for instance commercial concerns, it may be necessary as wéll to
resort to the analysis of their financial statements. PFor this
latter method to be effective, credit officers must be well versed

in it, and they must be in possessionsof.a sufficient amount of

,accurate data.

-

After the floatation of la loan, it must be followed up
and its recipient continually observed until it's maturity and

repayment. The officer din charge of the loan is the one respon-
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he must do his part through reviewing loans to pihpoint causes
which contribute to turning some of them problematic., It is
his duty, tdo; to give warning when signs are showing that a
loan is becoming risky, as well as to make recémmendations for
preventing losses to the bank.

Despit¢ efforts—to-ensure-~the-safety-of "loans, banks
still encounter-problems in the:management of credit. A promising
-ldan méy turn sour due to various factors which“are or aré not
within the_control ofwthe bank — for instance, the borrower
having died, thé business suffering-great loss or natural
catastrophy, or that the borrower simply refuses to pay back.
This'makes it necessary, for banks'to Turther seek fqr ways
that would suit individual cases, so as to increase the changes
of getting back their money.

Nonetheless; if all preliminary steps fail, the final

one that of leégal action may have to be taken. These problematic



loans are transferred to past due account to be followed up by

the bank's lawyers who, howe t use it with great wisdom,

~discretion, etc. The the loans depends

. .
much on their conduct o he ever, the worst

.v—

should come to the wor 1d '%sblc_ way out, a
suit will be filed = or legal person
declared'bahkrupt a t tloned.

' : 2. 1 - of commercial

RH xfk (loan evalua-

tion and review). ; l W=up techniques

banks' loan revi

1ing loans. All

\R anks' actual

' operations in Thaile recommendations are

made after the results:;ﬁ%J_Lﬁﬁ ompared with theoretical

s
principles.
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