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Abstract:

The study aimed to identify the role of financial ratio analysis in the lending decision of
establishments requesting loans from Jordanian commercial banks, in addition to determining
the relative importance of each of the five groups of financial ratios in lending decisions, and
the sub-ratios within each of those groups. To achieve the goals, a questionnaire was designed
covering the five groups of financial ratios. The questionnaire was distributed to employees
working in the credit field within the Corporate Business Management and Credit Review
Departments at the Head Office of four Jordanian commercial banks. The number of
questionnaires valid for statistical analysis amounted to (89) questionnaires, which were
subjected to statistical analysis according to the Statistical Package for the Social Sciences
(SPSS) program. The research found that financial analysis by ratios plays a role in the bank
lending decision, there is a statistically significant relationship between the groups of financial
ratios (liquidity, activity, profitability, debt, and market) used by Jordanian commercial banks
in studying loan applications at the credit study stage and the decision to lend to the
establishments requesting the loan, and that all groups of financial ratios are considered
important in the bank lending decision, with a difference in their relative importance. The study
recommended that Jordanian commercial banks should give more importance to the group of
activity ratios, and conduct a continuous review of the degree of relative importance given to
each group of financial ratios used in studying loan applications, and to the sub-financial ratios
within each of those groups, and increase attention to qualifying and training cadres working

in the credit field on the subject of financial analysis by ratios.

Key words : Financial ratio analysis, bank lending, Jordanian commercial banks
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