Table of Contents

Chapter One

Introduction

1.1.
  The Objectives and Main Questions of the thesis
3
1.2.
  The Importance of the Study
4
1.3.
  Limitations
5
Chapter Two

Literature Review and Historical Data

2.1  
  Credit Framework
7

2.1.1
  Credit Definitions
7


  2.1.1.1      Credit is a Medium of Exchange of Limited Acceptance
7

2.1.2    The Benefits of Credits
8
2.1.3    Credits categories  in Local Banks
8


2.1.3.1
Direct credits
8


2.1.3.1(i)     Loan’s Definition
9


2.1.3.2
Indirect Credits
10
2.1.4
  Credit department’s Functions
10

2.1.5
  Qualifications of Credit Executive
13

2.2
Monetary Policies and Credits
14

2.3
  Risks at Banks
15
2.3.1
Basel committee and Credit Risk Management
16
2.3.1.1
  Credit Risk Mitigation Techniques
17

2.3.1.2
Other Broad Techniques for Mitigating Risks
19
2.4
Fund Management
20
2.4.1
Asset Management
20 

 2.4.1.1
The Pool-of –Fund Approach
21

 2.4.1.2
  The Asset-Allocation Approach 
21

2.4.2
 Liquidity Management
22

2.5
 The Unified Evaluating System (CAMEL)
23

2.5.1
Quality of Assets
24

2.6
 Capital Adequacy and Solvency
25

2.6.1
 Solvency
25

2.6.2
 The Roles of Capital Adequacy
26


 2.6.2.1
Quantitative factors
27


 2.6.2.2
  Qualitative factors
27
2.7
 Credit Policy Ingredients
29

2.7.1
  The region to serve
29

2.7.2
 Maturities
29

2.7.3
 Credit risks
30

2.7.4
 Credit worthiness
31

2.7.5
 Interest Rates and other fees
31

2.7.6
Guidelines and regulation of the central banks
32

2.8
 The definition of troubled loans
32

2.8.1
 Eligibility of the Applicant
33


 2.8.1.1
  Character
33


 2.8.1.2
     Capital adequacy or the financial position of the firm
33


 2.8.1.3.
     Capacity
34


 2.8.1.4.
  Condition
35


 2.8.1.5.
Collateral
35


2.8.2
 The Credit Officer’s Legal Duties
37

2.8.3.
 Factors that contribute to the troubled loans
38

2.8.4.
 A sound Infrastructure for Effective Lending Process
41

2.8.5.
 Troubled Credit Escalation Process
41

 2.8.5.1
 Warning Signs :
42


2.9.
  Troubled Loans’ Management
43

2.9.1.   Corrective Steps
45

2.9.2.
Effective Troubled Credit  Management Program and    Strategies
45


2.9.2.1
  Avoidance and early detection
46


2.9.2.1(i)    Avoidance
46

2.9.2.1(ii)  Early Detection
47

2.9.2.2.
Protect Bank/Gather Information
48

2.9.2.2(i)    Formal notice of Default to the Borrower
49

2.9.2.2(ii)   Lender’s  Liability
49

2.9.2.3.
  Developing the Action Plan
50


2.9.2.3(i)    Forbearance
50


2.9.2.3(ii)   Move to begin restructuring
50


2.9.2.3(iii)  Move to liquidate the collateral
51


2.9.2.3(iv)   Legal Action
52


2.10.2.4.   Implementing the Plan
52


2.9.2.4(i)    Forbearance
52


2.9.2.4(ii)  Restructuring
53


2.9.2.4(iii)  Collateral Liquidation
53


2.9.2.4(iv)  Legal Action
54

2.10
Z Score

54

The Case of Palestinian Banking Sector

2.11.
Events and Developments
56

2.11.1
Data about Palestinian Banking Sector
59

2.11.2
Time Span From Oslo to The Intifada Outset
60

2.11.3
The Intifada and the recession
62

2.11.4
Data About Deposits and Credits in Palestine
67
Chapter Three

Research Methodology

Introduction

3.1 
Developed Hypothesis
69

3.2
The Population of the Study
70

3.3
Sampling Process
70

3.4
Illustrations about the Reliability and Validity
71

Chapter Four

Empirical Analysis

A study of the Questionnaire’s Elements

4.1
Biographical Data and Organizational Behavior
73

4.1.1
Biographical Data
73

4.1.2
Human Resources and Organizational Behavior
75


4.1.2.1      National Versus Arrival Banks
78

4.2
Procedural frame and Anti-Troubled Credits Policies
83
4.2.1
Designing Credit Policy and Procedures
85
4.2.2
A tendency Toward Better Corporate Governance
86

4.2.3
Chosen Factors of Troubled Credits’ Aggravation
88
4.3
The role of the PMA in Managing Troubled Credits Issue
90

4.3.1
The PMA’s Inauguration and Challenges
90

4.3.2
Comprehensive guidelines for Dealing with

 Troubled Credits
91

4.3.3
PMA Laborious Inertia
93


4.3.3.1     Credit to Deposit Ratio and Oversees Deposits
93

4.3.3.2      Nurturing New Infant Sector
95


4.3.3.2(i)    Arrival Bank’s Contributions
95

4.3.3.2(ii)   Arrival Banks’ Impediments
96


4.3.3.3     Inability to Play the Lender Of The Last Resort
100


4.3.3.4 
  Fragile Legal Structure
100

4.3.4
Empirical Analysis of the PMA’s Role
101


4.3.4.1
  Rules and Regulations
101


4.3.4.2
Hindering Factors
105
Chapter Five

Conclusions and Recommendations

Summery

5.1
Conclusions
107

5.2
Proposal for Better PMA Role  
114

5.3
Recommendations
117


References


English References
120

Arabic References
121

          Appendix

A Questionnaire

122

