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Abstract
Banks work as a link between two important parties: the surplus party (savers) and the deficit party
(investors), and based on their role in attracting local and foreign savings and accepting them in the form
of deposits of different terms on the one hand, and their use of those savings in the form of credit facilities
and loans have a positive impact on The national economy as a result of its financing of projects that
contribute to increasing the country’s production capacity on the other hand. This process is surrounded
by many risks that credit decision makers must take into consideration. In order to reduce these risks,
banks have sought to use modern financial analysis, which is one of the important tools that the bank can
use to judge the success or failure of the credit policies followed by the banks. Through the process of
converting the data available in the financial statements into meaningful information that can be used as
a basis for making decisions aimed at achieving the financial management objectives of maximizing the
value of the enterprise and achieving profits. As a result, the research found that there is a significant
correlation with modern financial analysis theories in reducing the levels of risks associated with the credit
decision. This means that the more the banks in the study sample adopted financial analysis indicators,
the more this led to improving the levels of risks resulting from credit decisions. There is also a positive
influence relationship from financial analysis theories to credit risk based on the calculated (F) value.
While the research recommended the need for financial institutions to hedge risks by managing them, as
this stems from the fact that the safety and strength of banks is important for economic growth and the
stability of the financial system, which made the authorities focus their attention on changing the approach
to supervision by focusing on potential future risks that threaten the bank’s financial position. This means
that it should be a proactive supervisory response and not a reaction after the problem occurs, in addition
to the need to carefully address the default in the process of repaying the credit amount, and that this issue
is considered one of the vital issues that those in charge of the bank’s management must pay attention to.
In managing the credit risks that may occur, banks depend on Bank inquiries to assess the extent of the

risks resulting from the decision to grant credit, as well as focusing on the preventive method by the credit
management to avoid the occurrence of risks
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