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Use Sherrod model to predict the failure of economic units in
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Abstract:

The study aims to use Sherrod model to predict the financial default
to identify the future probability of financial failure of the economic units
under study. This model consists of six financial ratios, which together
constitute an indicator that can be used as a guide to assess the probability
of future default, where one of the most important models of financial
default forecasting was used. (Sherrod) for a sample of economic units
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listed on the Palestine Exchange, since there is no approved model in the
Palestine Exchange to predict financial default.

The study showed the ability to rely on the value of Z of the Sherrod
model in determining the extent of exposure of economic units to financial
failure or not through specific categories with numbers to the value of Z.
Where the value of Z varies between the economic units under study, and
most of these units fall within the third category (5 < = Z < = 20) by 61% of
the total study sample. The study recommends the necessity of applying the
Sherrod model to predict the financial failure of economic units, as a
method of financial analysis and based on a mathematical method in
assessing performance.

Key words: Forecasting financial, Financial default, Financial Failure,
Financial bankruptcy, Sherrod model.
JEL Classification Codes: M4, M41, M49.
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15.2711 0.0073 5.6811 | -0.0066 | 0.6763 0.3504 | 0.1803 ] INVS8
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X6 X5 X4 X3 X2 X1 | gl | puad
0.1106 | 1.2946 | 0.0067 | 0.1106 | 0.9345 | 0.5690 B1|_
03173 | 2.9905 | 0.0141 | 03070 | 0.9407 | 0.6207 B2|3
04702 | 1.1982 | 0.0140 | 0.1003 | 0.9629 | 0.6075 B33 3
0.1099 | 12862 | 0.0082 | 0.2225| 0.8784 | 0.1184 B4|4 .3
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0.0049 | 3.2054 | 0.1672 | 0.6880 | 0.6973 | 0.4241] IND1
0.0342 | 3.5012 | 0.0462 | 0.7144 | 0.3074 | 0.0887] IND2 jj
%

Cpaldll

0.0079 | 5.7554| 0.0349 | 0.8262 | 0.5307 | 0.4085] IND3
0.0570 | 3.8260 | 0.0542 | 0.7379 | 0.5429 | 0.3881] IND4
0.0832 | 5.3529| 0.0897| 0.8132 | 0.5739| 0.4811] IND5
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X6 X5 X4 X3 X2 X1 Glaagll | plad

0.0561 9.8085 ] 0.0167 | 0.8980| 0.3326| 0.2424] INV1
0.7933 3.0977 | 0.0220 | 0.6829 | 0.1111 | -0.0530] INV2
0.1001 2.7269 | -0.0328 | 0.6333 0.3243 | 0.1126 ] INV3
0.0562 3.3094 | 0.0652 | 0.6978 0.2854 | 0.1009] INV4
0.0138 | 52.2870 | -0.0066 | 0.9809 | 0.0428 | 0.0264] INV5
0.0122 | 2.7944 | -0.0518 | 0.6421 0.2338 | -0.0698 1 INV6
0.0045 2.7858 | 0.0557 | 0.9768 0.7877 | 0.4831] INVY
0.0073 5.6811 | -0.0066 | 0.6763 0.3504 | 0.1803 ] INVS8
0.1571 3.1479 | 0.0423 | 0.3796 | 0.5745| 0.1568 ] INV9
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