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ABSTRACT

The independent study titled of factors affecting credit defaults on overdraft loan has 3
main objectives. Firstly, to study debtor’s characteristic that influence on credit defaults of
overdraft loan. Secondly, to study banking environment factors that influence on such credit
defaults, Third_ly, to study the effect of economic factors such as export value, inflation rate,
unemployment rate, Gross Domestic Product (GDP) and credit supply which have on such credit
defaults or NPL..

| The study results indicated that the debtor’s characteristic which affecting on credit
defaults are business revenue, business experience, credit amount, misallocation of loan and
inadequacy of loan security. All these factors have statistical significance influence on credit
defaults. Higher experience and income, and lower credit arhount will decrease the credit defaults.
Mean while, misallocation of loém and inadequacy of loan security will increase credit defaults.
The study results showed that are careless judgment the banking environment factors that
affecting credit defaults of credit supervisor on loan security and debtor’s capacity. The study
result also found that the macroeconomic factors that influence on credit defaults are the export
value, Gross Domestic Product (GDP), inflation rate, unemployment rate, and supply of credit,

Policy recommendation obtained fromm this study are as follow: Firstly, in term of
debtor’s, the banker have to be careful in considering the income of business owner, business

experience, the purpose of loan allocation, loan amount and business owner’s characteristic.



Secondly, in term of Banker the research results indicated that the manager have to be careful in
considering the loan security and debtor capability. Thirdly, in term of macroeconomic factors,
the research results found that the macro economic factors affecting credit defaults al;e the export
and import value, Gross Domestic Product (GDP), unemployment level, supply of credit and
inflation rate. The movement patterns of these all variables bave significant impact on credit
defaults or NPL. Therefore, the banker have to aware about such mentioned factors in the process

of loan provision process.



