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Abstract

This study aimed to highlight the role of loan insurance in reducing credit
risk in commercial banks, as it was dropped on Bank of Jordan during the period
from 2011 to 2019, by using a case study approach and studying the correlation
between the variable of non-performing loans ratio and the variable of insurance
rate on Loans, we concluded that loan insurance is based on the transfer of risks
related to the loan in accordance with the insurance contract, and that the
volume of bad loans in Bank of Jordan is characterized by fluctuations during
the study period.

We also found that the insurance rate on non-performing loans was not of
an acceptable level compared to the size of non-performing loans. And that loan
insurance at Bank of Jordan did not contribute significantly to reducing the risk
of non-payment, because this bank relied on mitigating these risks on
diversifying the guarantees imposed on loans granted in the form of current
shares, acceptable bank guarantees, real estate guarantees, cars and machinery,
And other guarantees.

Key words: insurance - risks - debts - default - loans - risk management.
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