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COMMERCIAL BANK CREDIT RISK
EVALUATION METHODS

Grigol Nemsadze
Georgian Technical University
PhD student

RESUME

The Reserve for possible losses on loans classified according to
the standards should be created not only in the amount of the out-
standing balance of the principal amount of the loan, but also be-
cause the tax system calculates the amount of interest unpaid by the
borrower on a monthly basis. The amount of unpaid interest should
be added to the unpaid balance of the principal amount. Therefore,
further (partially insignificant) increase of this reserve from the
bank’s own revenues calls on the bank to monitor the borrower’s
candidate’s financial condition and creditworthiness more diligent-
ly and carefully, and the borrower becomes more realistic.

Key words: credit risk, creditworthiness, credit management,
credit line, credit reserve.
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