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Abstract

The current study aimed at identifying the relationship between the cost of
main sources of funding and the risk of credit facilities, as it also aimed at
examining the type of relationship that links each main source of funding
(the cost of deposits, the cost of borrowing) and the risk of credit facilities.
The current study relied on the financial statements and bulletins of banks
issued by the Central Bank and commercial banks for the years (1996-
2012), where the study included all banks operating in Jordan. The
analytical aspect has relied on the means, standard deviations, and multiple
regression tests to examine the relationship between the cost of capital and
the risk of credit facilities of banks.

The results of the current study showed that the cost of deposits in general
was low during the study period , while the cost of borrowing had not seen
a significant change , as the study also found a statistically significant
relationship between the average of the cost of deposits and the risk of
credit facilities in commercial banks , where the results showed the
existence of a statistically significant relationship between each of the
weighted average of interest rates on savings deposits , and the weighted
average of interest rates on sight deposit and the risk of credit facilities in
commercial banks .The results also showed that there was no statistically
significant relationship between the average of borrowing cost and the risk
of credit facilities in commercial banks, and also o statistically significant
relationship between the weighted average of interest cost on loans for one
night between those banks on credit facilities. Depending on the results of
the current study, the researcher recommended the following : the need to
diversify the investment portfolios to maintain the optimal diversification
of the portfolio in order to achieve the continuous level of revenues and
adjust the risk at banks, and improve the value of the reserves necessary to
protect the capital of the expected losses.
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