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ABSTRACT

The study Issues such as how best to lower small and medium businesses’ asymmetrical financial information disclosure, the bank

credit personnel’s objectivity and the bank’s transaction costs in offering small and medium business loans bears a close-knit

correlation in how small and medium businesses are able to secure bank loans. In search of establishing an objective, how best to

establish a dependable, tangible judgment model in offering secure small and medium business loans has emerged as a crucial factor.

The study utilizing the Back-Propagation Neural Network (BPN) as the creditworthiness evaluation mode for analyzing the banks’

small and medium business lending model needs to take into account non-financial credit rating factors more than the variables

coming from the Syndicated Credit Check Center, but also the need to incorporate variables related to a small and medium business

borrower’s company management that bears a close correlation to the differences in company creditworthiness. A cross reference

on the factual validation data between normal borrower accounts and overdue accounts reveals that the number of a company’s

overall short- and mid-term loans with financial institutions, variables such as the number of inquiries made on a company, the

amount of loans taken out by the principle owner (including the line of credit on the cash advancement cards), the number of

inquiries made on the principle owner, number of credit cards to which you owe credit-card debt , the establishment and operation

of the company, the age of the principle owner, appraised value of real estate of the principal owner, number of national and

international certifications(including ISO), the collaterals (including backup repayment guarantee checks), ratio of loans, No. of

employees, number of vested shareholders at the firm are twelve(12) critical evaluation factors in small and medium business loan

account’s creditworthiness evaluation model. Upon analyzing the foresaid factors through Back-Propagation Neural Network

(BPN) model, the factual classifications of the accurate forecast ability of the normal loan accounts and that of the overdue accounts

have derived with an erroneous evaluation ratios of zero. Therefore, the variables the study has derived can be adopted as the

objective premises in the bank’s reviewing small and medium business loan application’s combined creditworthiness, and to

render whether a loan application would be approved or turned down otherwise.
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