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Application of Net Present Value as an Alternative to
Accounting Measurement on Predicting the Probability of
Bank Loans Default
A Case Study

Prof. Dr. Yousef Al Abdullah Al Ahmad'

ABSTRACT:

This research aims to apply net present value as an alternative to
accounting measurement on predicting the probability of bank loans
default, to achieve this aim, the researcher the researcher carried out a
practical application on a medium-term loan contract presented by a
Syrian private commercial bank to a Syrian private industrial company
in the textile industry in Aleppo, and this contract is a loan contract to
purchase a machine in installments against equal monthly payments.
The following results were reached:

1 —The net present value alternative is the most consistent alternative
with the study of companies' ability to pay their future obligations,
especially bank loans.

2- There is an effect of applying an alternative net present value to
measure future cash flows on predicting the probability of default in

repaying bank loans granted to companies.

KEYWORDS: Net Present Value, Accounting Measurement, Cash Flows

from Operating Activities, Bank Loans Default
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(NOCF — Net operating cash flows) Labaall dh &) e ol sl Sl
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4,842,066 18,267,870 2021

3,505,080 19,928,586 2022

1,438,611 21,589,301 2023

9,785,758 59,785,758 Alaay)

ol dan 5 P dbeial Ahal) e A el i) il Gy
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t ol LS S G
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5,932,130 18,267,870 24,200,000 2021
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7,010,699 21,589,301 28,600,000 2023
19,414,242 59,785,758 79,200,000 Ay
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Jarey i) dbadl A aydll) Jlal () 285 Jonadl 138 Jiarg %15 038 amad Jana
Jididlly %4 ot Bhalie Jole I AL (%11 Y dawgia glagl e )5l
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Llal)

-7% 1.23 1.32 2021
-19% 1.07 1.32 2022
-31% 0.91 1.32 2023

Algal — cpal) dadd dudadt duwd — Cpall daxd dudadt Ao aladl
dal) LAla dady Gl 3 — | Ala Jad GGk g8 —ailsdl)
Ll Llal) Aol

-7% 4.64 5.00 2021
-19% 6.07 7.53 2022
-31% 13.71 19.88 2023
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