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Assessing the Impact of Borrower Financial Structure Components on Mitigating
Banking Credit Risk: A Field Study of Banks Operating in Al-Bayda City

*Dr. Salah Hamad Amhemmad Fadhlullah!
Asst. Prof, Department of Finance and Banking, Faculty of Economics
Omar Al Mukhtar, Al-Bayda, libya

Abstract: This study aims to assess the impact of borrower financial structure components on
mitigating banking credit risk, with a specific application to banks operating in Al-Bayda City
and its surrounding areas. To achieve this objective, the study adopted a descriptive,
analytical, and inferential methodology, relying on a questionnaire distributed to a purposive
sample of 81 employees from senior management, credit, and internal audit departments.
Hypotheses were tested using multiple regression analysis via the Statistical Package for the
Social Sciences (SPSS). The findings reveal that borrower financial structure components
play a pivotal role in predicting risk levels; a statistically significant positive impact was
identified for both debt financing and the adoption of an optimal financial structure on credit
risk. Holistically, the results indicate that these components collectively explain 37.8% of the
variance in financing risk, underscoring their effectiveness as a tool for limiting credit default.
Conversely, the analysis showed a weak reliance on equity for financing, resulting in a
statistically insignificant inverse correlation. The study recommends the integration of
borrower financial structure analysis as a proactive indicator within credit-granting criteria.
Furthermore, it emphasizes the necessity of formulating balanced ownership structures to
ensure effective institutional oversight of financial leverage decisions, thereby enhancing
financial hedging and sustaining banking performance in the face of potential credit crises.
Keywords: Financial Structure Components, Borrower Financial Structure, Banking Credit
Risk, Al-Bayda City.
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