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In this thesis, the researcher investigates the application of discrete-time
stochastic processes to the forecasting of behaviors governing the financial
status of small debtors at commercial banks. The researcher additionally
provides an estimate of the amount of money the commercial banks will
receive from debt repayments and what the amount of bad debts they will

“incur in the future.
The analysis was conducted using the technique of Markov’s chains.
As such, the forecast obtained was compared with the actual data showing the
amounts these banks received for debt repayments and for bad debts incurred.
It was found that the trend of behavior in respect to financial status has

been in a better direction. This allows a forecast in which it is predicted that

the amount banks will receive as repayments will increase and the amount of
bad debts will decrease.

When the completeness of the forecasting model was measured
through calculating the margin of error through calculating an average, it was
found that the forecast model using the discrete-time stochastic processes of

analysis resulted in a rather high degree of accuracy.





