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ABSTRACT 

The study was conducted to examine the effect of credit management practices on loan portfolio 

Performance of commercial banks mainly Finance Trust Bank Iganga Branch and it was based on 

three specific objectives; to determine the effect of debt collection on loan portfolio performance, 

to determine the effect of client appraisal on loan performance and to determine the effect of 

lending policy on loan portfolio performance. The study adopted cross-sectional research design, 

and quantitative approach to test the fundamental relationship and predictive power of the 

independent variable on dependent variable. Data was collected from a target population of 55 

employees with reachable unit of analysis being 44 employees of Finance Trust Bank Uganda Iganga 

Branch, using simple random and purposive sampling techniques. Data was collected using a close 

ended questionnaire which was later entered in SPSS version 20 and analyzed using descriptive 

statistics that is frequencies, correlation and Regression results were obtained. The findings revealed 

that; all variables had a positive relationship on loan portfolio performance having lending 

policies and client appraisal ranking the highest and debt collection policies respectively. The 

study established that debt collection policies, client appraisal and lending policies predict loan 

portfolio performance in banks. In view of the above, the following conclusions can be drawn: 

commercial banks should pay much attention to debt collection policies characterized with 

collection enforcement and credit monitoring to enhance loan portfolio performance. Finance 

Trust bank should deploy lending policies branded with credit limits and lending terms to bolster 

loan portfolio performance and banks should implement robust risk management practices to 

assess and mitigate potential risks associated with lending 
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CHAPTER ONE 

INTRODUCTION 

1.0 Introduction 

This study shows how credit management practices is managed and how it affects the loan 

portfolio performance of commercial banks in Uganda. It will contain of the background, 

statement of the problem, conceptual frame work, objectives of the study, purpose of the study 

and the scope 

 

1.1Background 

Bank loans act as essential actors in the development of the economy, a good credit system helps 

a bank to mitigate the financial credit risk and also in management of cash flows with in the 

financial institution (Benjamin 2020), it improves the company’s liquidity and improves late 

payments (Trevipay 2022) credit benefits the citizens in different ways, according to (Nicole 

2019), loans helps individuals to make large purchase like those of capital assets, and also 

maintain ownership in the business. Despite of the fact that credit benefits both the financial 

institutions and the citizens there are low levels of loan performance in the economy 

According to (WGBC, 2021) credit risk arises from the potential that a borrower or counterparty 

to perform on an obligation. The number of non performing loans continued to increase in the 

FY 2022 $2.5 trillion to $2.8 trillion. Commercial banks in USA registered a loss of $17 billion 

as bad debts in FY 2022 (call report and FY-9C). In Brazil, banks registered an increase in the 

NPL from 6.3% in 2020 to 12.5% by April 2023 will fail (Rob Dwyer April 2023). According to 

the World Bank analysis Afghanistan, had an increase of 8.9% (FY 2018), Fiji had 8.5% (FY 

2021), and Iraq had an increase of 16.2% (FY 2019) of non-performing loans. In Europe, 

Switzerland, France, Italy and Ireland marked the most countries which were affected by credit 

risk and with increased number of none performing loans in the year 2021, over 23.2 billon 

where registered as write-offs (Debashis D, 2021), France’s four main banks BNP Paribas, 
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