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Evaluating the Effectiveness of Discriminant Analysis in Managing Credit
Risks for Microfinance Institutions: A Case Study of the National Agency
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Abstract:

This study aims to highlight the effectiveness of using Discriminant Analysis in managing
credit risks at the Microcredit Management Agency in Tebessa. To achieve the study's
objective, a field study was conducted targeting a sample of 27 institutions seeking financing
from the agency. After processing the data, a model was formulated using this method to
distinguish between viable and non-viable institutions.

The study found that both financial and non-financial variables are relatively important
in determining the financial status of financing applicants at the Microcredit Management
Agency in Tebessa. Moreover, Discriminant Analysis plays a significant role in
distinguishing between viable and non-viable institutions, enabling the prediction of credit
risks with a classification accuracy rate of 77.3%.

Keywords: Credit Risks; Discriminant Analysis; Prediction; Microfinance Institutions.

Keys words: Credit Risks; Discriminant Analysis; Prediction; Microfinance

Institutions.
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Shapiro-wilk Kolmogorov-Smirnov LW Sl
0.00 0.00 R1
0.00 0.00 R2

0.088 0.060 V1
0.00 0.00 V2
0.00 0.00 V3
0.00 0.00 M1
0.00 0.00 M2

0.097 0.062 S1

0.549 0.200 S2

0.402 0.200 S3

0.246 0.200 S4
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Box's M Lz =l :2J 9k

Test Results

Box's M 2,000
F Approx. 1,902
dfl 1
df2 1077,008
Sig. ,168

Tests null hypothesis of equal population covariance matrices.

SPSS by ol jiaald

Sioed) ol 2ol Lis iz SO Ll LIE g 130504

Tests of Equality of Group Means
Wilks' Lambda F dfl df2 Sig.
X2 sl Jill 1,000 ,000 1 20 ,983
X3 Ll g Uad ,999 ,029 1 20 ,867
X4 yeall 1,000 ,001 1 20 ,981
X5 dsssgall jac ,998 ,041 1 20 ,842
X6 4are Jalaiall i) ,786 5,435 1 20 ,030
X7 ol ,987 ,260 1 20 ,616
X8 il gl ,991 ,177 1 20 ,678
V1 ,805 4,858 1 20 ,039
S1 ,999 ,012 1 20 ,914
S2 1,000 ,008 1 20 ,932
S3 ,628 11,864 1 20 ,003
S4 ,634 11,527 1 20 ,003
SPSS maly ol - jaal
Sl Bgize 14 gt
Structure Matrix
Function
1
S3 1,000
S4a ,998
Vlia ,643
S2a -,491
X6 4xe Jalaiall clillg ,400
X4 yalla -,337
Sla -,283
X5 A gl yeeg -,192
X8 = il tlea ,168
X7 pnlla ,103
X2 sl JSalla ,101
X3 Llaill ¢ Uadg ,054
Pooled within-groups correlations between discriminating variables and standardized
canonical discriminant functions
Variables ordered by absolute size of correlation within function.
a. This variable not used in the analysis.

SPSS maly ol - sl
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Log Determinants

Y A gal) Alla Rank Log Determinant
1,0 1 -3,241
2,0 1 -2,283
Pooled within-groups 1 -2,566

IThe ranks and natural logarithms of determinants printed are those of the group
covariance matrices.
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