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ABSTRACT 

Most banks fail as a result of mismanagement of credit risk. In this paper, the management of credit risk as it 

affects loan portfolio management and proactive strategy to seek out relative value opportunities are considered.                     

An operational research technique, linear programming, is applied to the management of loan portfolio of banks.                   

With the results obtained, using Simplex method, an answer is provided to the question of how to avoid possible 

occurrence of non-performing loans, bad and doubtful debts in banks when some percentage of the loans they give out are 

not secured. 
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