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Summary

This study consists of five chapters, the first of which
contains a description of Jordanian economy. It focuses on the
problems guffered by the economy such as balance of trade
problems, domination of the services asotore, and low capital
formation, which consequently affects domestic liquidity

needed to finance economic development,

The second chapter represents a theoritical background
concerning banking in general with emphasis on Commerical
banks, The aims and functions of commerical banks were
screutinized within the context of the chapter, and we found
that the manner inwhich these banks in developed or developing
countries is one of the elements determining the extent of

success of development efforts employed. Commercial banks,

whether in developed or developing countries have a role to play

in economic development through their financing of various
types of loans + It was found that experience of Jordan is
rather recent in the financing development and it could

benefit alot from the experiences of other countries,

The third ehapter examines the commercial banks in
Jordan; their resourses and uses of funds and the wéy their
functions were supervised and controlled., This was done first
by the Jordan currency koard before the establishment of the
Cnetral bank of Jordan in 1964, Monetary policy before
that year was using such tools as liquidity raiio, rediscount

rate and interest rate, which were seen inadequgte due to:

- Bank's Freference for liquidity i.e., holding excess

reserves than required,

- Absence of adequate money and financial markets in Jordan.

- Rigidity of the term structure of interest rates,
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Afterwards, the banking sector witnessed a great expansion
which was manfisted in the form of an increase in its assets
and liabilities,Credit however, was mostly extended on short-
term basis, making the services sector in the economy the
major beneficiary espicially in beg cities like Amman. The
share of local and Foreign investments in total asgssets was
relatively small, A trend was developing in the form of
extending more loans to Agriculture and Industry, neverthaa
less, their share in total bank credit remained small compared

to other sectors like trade, construction and real estate,

Recommendations of the study could be summarized as follows:

1~ Need for sectoral and geographic redistribution of credit

with emphasis on productive sectors like Agriculture and
Industry,

2- Inducing more flexibility in terms structure of interest

rates in accordance with market requirements,

- Local banks must co~cperate in extending domestic loans

to Government institutions, as an alternative to borrowing from
abroad,

4 The banks should Conmtribute in emhasing credit hapits of

the public through making their service more attractive,

5~ Commercial banks should adjust their liquidity ratios and
use the surplus funds in financing development Projects.

6.- Banks are encouraged to increase the relative share of local

investment in their pertfolio.:..

7 Banks should try to increase their capital so as to enhance

the confidence in them and supplement their credit capabilities,
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8-  Opening of more branches and representative offices abroad,
which help in encouraging the inflow of remitances of

Jordanian working aborad as ye1) &8s Arab and Foreign Capital.

9~ The necessity of improving the efficiency of Monetary
policy by developing the local money market and making better
use of the 1liquidity of commercial banks,
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