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The role of financial indicators in predicting financial bankruptcy of
companies listed on the Palestine Stock Exchange

Prepared by: Odai Anwar Naeem Al Salameen
Supervisor: Dr. Ibrahim Ateeq

Abstract

The study aimed to identify the role of financial indicators in predicting the financial
bankruptcy of companies listed on the Palestine Stock Exchange (Al-Quds Index). To
achieve the main objective of the current study, a descriptive-analytical approach was used,
relying on the annual financial reports of companies published on the Palestine Stock
Exchange website for the period from 2019 to 2023.

The study sample consisted of all (21) companies listed on the Al-Quds Islamic Index.

The results showed that the Altman model has limited ability to predict the financial
bankruptcy of Palestinian companies, with its accuracy reaching approximately 70% in
some years, while in other years, it decreased to approximately 43%. The study also
demonstrated that some financial indicators (such as market value to liabilities) may not
reflect the complexities of the Palestinian market, which limits the model's ability to
accurately predict certain sectors (such as banking and real estate).

The results of testing the second main hypothesis indicate the overall statistical suitability
of the Altman model, with the F-test showing a value of (113.7) exceeding the table value
of (2.33) with a significance of (0.000); In addition, the adjusted coefficient of
determination (0.872) indicates the ability of the independent variables to explain a
significant proportion of the variance in the dependent variable. This allows us to reject the
hypothesis that these indicators have no statistically significant effect on predicting
financial bankruptcy. However, the effect of the variable (X5) should be reconsidered, as it
does not demonstrate strong significance.

In light of these results, the study recommends developing a financial bankruptcy
prediction model specific to the Palestinian context, incorporating non-financial indicators
into prediction models, improving risk management in Palestinian companies, enhancing
transparency and disclosure in Palestinian companies, and conducting further research on
predicting financial bankruptcy in Palestine.

Keywords: Forecasting, financial bankruptcy, financial indicators, Palestine Stock
Exchange, Altman Model.
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Predicting financial distress in TSX-listed firms using machine learning algorithms.
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Predicting financial distress: the power of sentiment words in business
plans
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The role of feature importance in predicting corporate financial distress
in pre and post COVID periods: Evidence from China.
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il zsai el o) 13 ey ae€ aa L 558 DS duaal SISY) alal) sa lLa
OSar cclld dagy Lol Zilall (e el g 38y Wy alall XGB-GP adla) dilall
Ol se Jls Pla e 45,80 Jlall pcasll Goeatl Zdlall dadhll (g5ia diaed (paall

-85S aan Lo 838 P Lall 53l
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The Effect of Financial Ratios in Predicting Financial Distress in
Manufacturing Companies
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Financial ratio analysis in predicting financial conditions distress in
Indonesia Stock Exchange
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) il

dupad) il

Ll il priad Lieagll clelasy) 4.1
Lahal) cysial bagll Jalasl) it 1(4.1) Jsas

Variables | Minimum | Maximum | Mean | Std. Deviation
X1 0.249 0.263 0.870 -0.236
X5 0.230 0.148 0.551 -0.546
X3 0.112 0.066 0.545 -0.084
X4 25.899 8.878 157.170 0.058
Xs 0.291 0.368 0.960 0.000
Z-score 15.605 6.829 94.630 0.110
Eps 0.170 0.187 0.7200 -0.1720
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A2l el ¢ guyn Bliny) Ashena il (4.2) o) Jsaa

Variables 7 X X5 X3 X4 Xs
z 1
X1 3137 1
X2 679" 0.001 1
X3 529 0.185 304" 1
Xa 686" -.228-" 0.072 -0.128 1
Xs 428" 217 234" 294" -278-" 1
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