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Abstract

The main objective of this study is to examine the extent to which loan officers in
Jordanian commercial banks and institutional investors use financial ratios in their
decisions. In addition, the study attempts to find out the problems facing loan officers
and institutional investors in the use of ratios in their decisions. To achieve these
objectives, a questionnaire was designed and distributed to a sample of loan officers
in commercial banks and to investment units in commercial banks and insurance

companies.

The results of the study indicated that both loan officers and investors use financial
ratios in their lending and investing decisions. The study also revealed that there is a
significant difference between loan officers and investors in using profitability ratios,
market or investment ratios and cash flow ratios. Also, the study found that the most
important ratios from the loan officers’ viewpoint are debt ratio, debt to equity ratio,
quick ratio, net working capital, and operating cash fiow to total liabilities. While the
most important ratios for institutional investors are debt ratio and current ratio, return

on investment ratio, earning per common share, quick ratio, and price eaming ratio.

Finally, the study showed that both loan officers and institutional investors consider
that different accounting treatments between firms is the most important problem

facing them in the use of ratios in their decisions.
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