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Factors Discriminating Low Risk and High Risk Corporate Credit Applicants: The Case
of the Agricultural Bank

T. Mohtashami and H. Salami!

Abstract

In this study, factors discriminating low risk from high risk credit applicants have been
specified, using a sample of 5690 loans granted by agricultural bank during 1991-2004, and
developing a discriminate analysis model. Results indicate that among factors related to the
credibility of the corporate’ management, number of banking accounts, number of default
Checks, and having guarantor are important factors in discriminating the two groups of
applicants. Among factors characterizing the loans, the terms of the loan, long term and
medium term, the grace period, the Islamic contract of Gharzalhasanh, Installment sales, and
the number of installment indicated to be influencing discriminating factors. Also, the
location of activity, provinces, and special event such as drought are the other factors
discriminating between low risk and high risk applicants. Factors specified in this study, can
be use in determing credit risk of the bank's customers in the agricultural bank of Iran.

Key Words: Corporate applicants, Discriminant Analysis model, Credit Risk, Agricultural
Bank, Iran.
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