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ABSTRACT

In the domain of finance and commerce, same basic process

mist govern any attempt to estimate the degree of success of a
financial institution, if one wants this estimatation to be accurate.
Yearly profit or return on investment will be constituted as the
primary criterion of evaluation., Several data are to be taken into
consideration in this assessment. They range projects from the amount
of the loan to the risk due to competition, economical fluctuation

or political situation. But the first and foremost-function of
financial institution is to rule out this risk of loss, ‘in other
words, to make suré that the loan will be returned with due interest.
However, in spite of the security measures taken by the institution,

a certain rate of risk always remains; It is therefore vital to the
aforesaid financial institution to create a sound system of security
to reduce this rate oﬁ risk. The ability to estimate the transactional
ability of the client, to forecast his liquidity, to follow up the

use of the granted, are some of the measures which have proved their

efficiency.

The object of the credit analysis is to evaluate the ability
of the borrower to run his business, and his liquidity. The accuracy
of estimatation depends on the efficlency of the credit analyst
when he uses the figures of the financial statements, and the credit
information gathered for loan officers. After analysing the loan,
the next step which will assure the success of the assessment is
to foilow-up the granted loan., It is necessary to check whether

the loaner has been using the money as being agreed in the contract.



Every financial institution mist secure a co-ordinated method

vof-assessmént and loan follow-up in order to have a permanant control
of the financial position of the borrower. However no matter how
carefully and efficiently a loan has been analysed and secured,, the
risk still remains with the economical situation of the country,

the changes of the consumers’ demands, the innovations of the
production techniqueé, the mistakes in policy making of the loaner,
the modification in govermmental taxes. Therefore, besides analysing
the figures on the financial. statements and credit information, credit
nanlysts must consider the economical situation of the country,
weight the prosent one with the future possible one as well as

what had been done in the part.

The process of research and study for credit analysis in
this thesis will be specialized in indugtrial loans for the simple
reaéon that these loans involue big sums and granted for long terﬁs,
The analysis of other kinds of credit can use the same procedures
as guideline. The research method will use library literatures,
in éredit analysis, banking and finances, accounting magazines,

and practices of financial institutions.
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