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Abstract:

The study aims to propose a model consisting of a set of financial ratios that can be used
to predict the default of banks and distinguish between troubled banks and non- troubled
banks, in order to identify the situation of these banks at an early date to allow interested
parties as well as regulators to take appropriate corrective action if necessary. In this study,
we rely on the method of discriminatory multivariate analysis to determine the ability of the
proposed model to predict financial default and then distinguish between non-defaulted
banks, using a set of eight financial ratios to select the best ratios to form the discriminatory
equation and build the model, the data of these ratios were obtained from the financial
statements published on the Damascus Securities Exchange during the period (2014,2017).
The following model was obtained: Z = -0.288 X2 + 0.149 X6 + 20.653 X8 — 22.155
And the following results were obtained:

The proposed two—component model (x2: Net profit/shareholders' equity, x6: Number of
shares traded/number of ordinary shares, x8: Share market value/book value per share) is
capable of predicting financial default a year before it occurs and is able to distinguish

between troubled and non- troubled banks with accuracy of (100%).
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X8 X7 X6 X5 X4 X3 X2 X1
0.824- 0.855- 0.701 0.012- | 0.703- 0.951 0.884 1 O gy ol
0.044 0.030 0.121 0.982 0.119 0.004 0.034 Rf,:w.di | X1
6 6 6 6 6 6 6 6 N
0.850- 0.890- 0.814 0.373 0.312- 0.680 1 0.884 O gy ol
0.032 0.017 0.049 0.466 0.547 0.138 0.034 :\:1‘9-'&45\ | X2
6 6 6 6 6 6 6 6 N
0.805- 0.823- 0.638 0.120- | 0.794- 1 0.680 0.951 O gy ol
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6 6 6 6 6 6 6 6 N
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