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Abstract

The problem addressed by this study lies in the increasing rates of non-performing loans (NPLs)
in the banking sector due to limited capital buffers and unclear credit policies. Therefore, the study
aimed to measure the role of credit concentration and capital adequacy ratio in loan defaults at the
banks in the study sample, while controlling for variables such as size, profitability, liquidity, and
inflation. The study employed a descriptive-analytical approach, utilizing panel data from a sample
of six commercial banks for the period 2015-2024, comprising 60 observations. The Herfindahl and
Hirschman Indices (HHIs) were used to measure credit concentration, and the data were analyzed
using a standardized fixed-effects model.

The results showed a significant positive correlation between credit concentration and an
increase in NPLs at the 1% level, demonstrating that weak credit diversification increases financial
vulnerability. Conversely, the study revealed a significant negative correlation between capital
adequacy and profitability in reducing NPLs. The study recommended that banks diversify their
loan portfolios to mitigate concentration risks and enhance capital adequacy to absorb unexpected
credit shocks.
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celhaa¥l S sad e Cjbadll g oy Sl Salll mpk 138 GalEY) ulaa A)5

Jalall 13g8 dppnall AaSoal) 3 Cajleadl) (5 Viaal FS) Jolal) 130 2y Seall Y9 B0 Aail] Ciaa o
53 Gag el e o Y deak o) J pasd) cale G sanll ) chasdl pe aiSl aeias
clbluall Ohsy Jame gliny clgic gliall b)) aalig cladl (8 e jaly aa)) QA sl
lebalye & s @l Algan salely aDal) gl b Jasl (e pdiied Dol A8, el @3 Cijlead) o) g
bl Llail) Cojleaall il (ygall (2) oy UK (e Laalig (84 «2022¢gslalll) siall il J 5,Kedll
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Non-Performing Loans Ln(NPL) — Trend by Bank
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(keeton ,1999,86) .5, S dyadl) il dajl Jand Al & 42kl dlal) sda 2SN daladY)

dahal) i Cp ABally duSaalisal) :la)

A yad) hlad) s a6 Lealy Lebaa) 2D sda Clafind 1 dpaal) Jiailly S SO cm Al -1
SOty Gliplas Oleyde L juads &5l

(theory portfolio fragility) dasaal dalaa 4k -

ISy abai®y) Clerall alal Lgilia aiyg i yad) dsisall A0 (st W) ST o) duylaill sda ais
b cibaiaall dataal) Gl Gu LY Gall eaxie iy Slelad e g il g pelal o Al o3 a5
dilad) gy ddainall HlgB o) (90 derall (alaaial Cipad) podiivn GLEY) 2w e Jiee gl U8 el cps
tabak ) .zrae pas Cipaall L) 83l dany JuiS gl JLgil o) asly bl duwe Jiad ol e JSAI
(al,2011,33

(Effective monitoring) 4sbedl) 4.d)uall 4,k -

By gygpeally bdes Sale el SN S5 ol 65 3 il Lkl e Ll Blie [l dgag doplaill o2 aais
pie shie (gab Ay yiadll ADLall Bagas Clasleall caila e 4d) Sl Gaa ¢Sl Gl padss G sl jsall Al S
it oo Lllal) LW 85080 (63 eDlaall (10 gm0 222 e 550 2% (information asymmetry) cilasled) Jila
e sUS agidhe o Cipadl (Ko bae cddiinll sahliag SLEY) agSshus dllall ageliagh dadall ) iyl
(22 2019¢0:32 die cpS) oasll ylss ysels e gomd ddlin) Cilslal s

s dals (e Byshiiall diall 8 L Apcecsgally Lol Ll as Jagpdie (2BlE ga iplall (8 (Blall may
laages Al Al L) Alledl A8l Ak i d A5l oda i cJladl L) Dlaia) Aadaly cilogled
) o Aalany) Alainall Aalia Lk ol 8ld e s Auaddl) B
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(Moral Hazard) (&aY) jhal) dls

Sl e <8z 8 JW Gy B0l o) 2a3 Y cclplall AL oo 5l W) AV Glea) Akl sda aa
Latiye halie cld aoplie dogad sad Cijlaal) 5l3) wdan JUll uly B85 o 3 gl (e Yy Bac Laie Al lalie
Stiglitz& Weiss, ) . jwill dlls 8 5)5lall Liala Lgb Jig Al ddlans 1) 5alisgll ) @y 6 Jatine (giaall Ladilay Laaka
(1981,33

(Theory Capital Buffer) (leull) Jgat) Llai -

s lgaday Lae Lpdug Al gl el adipall Jla) Gy I3 Cijladdl o) salie Gl e Aol sda (3lan
3 bl Jle Sl 6l of @ e dle gy T ) apleadl) o) 3 L Ualuaily &lay S il clabaw
ayuso et al,2004,65; Berger et al , ) sblad) L cylénay) sai ant Moy Wl bawa) e iy
.(2011,57

Al dpzah LAY pulbadl) Julatl) 1 BN gaal)

Ol ) il (DLW Gy By ¢ Al SH) Aleal chand) ) las) ) Gadl s G
Gaiaily .(2024-2015) 524l (panel data) duataial) Lgicdl doiejl) Aldad) e adicly cdad )l die Cajlaall (55l
Y slaall Gy il (el aas iy (EViews) SlasV) galind) slasial cwbdll dolail) clsdl e adiely .elld
il (o3 saciaall dadial) Al dacill PIA e Cuctinl (NPL) sl Gaoall ¢ 3 cdiladl @bl sadiaall dil)
(oiell) Capadl (Caludly g all) Aslan) Alainal) s o sfietal) Gaall Jeal Lk dicially 3l (5555
Oled s Jd s Hdse Gloadel Jlsdall Gl it (X) Sla¥) ST oY) il sl W (2020
Wl e) Anlayl Ll & OSHN Gilagy Gl Ay 8yed cihdsall S e ey gy (Herfindahl-Hirschman)
Al Asbead) (385 GLEDU Al pacanll Cilaspe ges e Lual) aeng (2023

n
HHI = Z(Si)2
i=1
IS5 e s Js jasal) dad i) WSy L mgieall (L] sl (o daae o) g U (S0 Al Lasl) (s7) i
Sl il Sladaty Bl diad cilllaa By (el (Capital) Jld) Gy LS S8 Jiadl usad) W e e
QIS (2018 ¢ SWal) (Ll dasydl Joal) poane) o (ladlly cula) JU) (i) dand DA e il
i) Ll Zaall (multiple linear regression) il Jdll plasiyl zige delua & oyl

(Guijarati,2004,42)
NPL;: = Bo + B1Xit + BoCAPITAL; + B3SIZE;: + B4ROA;: + BsLIQ;t + BoINF;: + €4

sl 3 5 g Aia 31 Adedead) dagads g Aad ) &l i et (1) p8) Jgoa

bl 3 Al ) Abaledd) daia Fa sdall aud il g g
() (ol
PR Lol dia 3l Judhas NPL 3 yaiall () gl il
(Annual) (Panel Data) (Dependent)
4 s dpndaie 4 ) Judls X oY) K 5 JsY) Jtuadl yaial)
(Annual) (Panel Data) (Independent)
4 s Apndaia Agia 3 Jusdlas Capital Jlall Ll A S Jaia) i)
(Annual) (Panel Data) (Independent)
4 g Jaadaia daie 3 Dl SIZE o aall ana Js¥) laall juaial)
(Annual) (Panel Data) (control)
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FEW dgadaie dyie 3 Sl ROA daa)l Sl Lzl i)
(Annual) (Panel Data) (control)
4 g Lyl dyia 3l Jusdhs LIQ Aol GG Lyl jaiall
(Annual) (Panel Data) (control)
Qg A0S Aalial dyie ) dlud INF PENS| & alall sl
(Annual) (Time Series) (control)

(Descriptive statistics) du)all clyiial g Julasl) —Yf

Cijlaall Ll Glgladl agily Gandl Aisnl Lganend o5 i Aesiicedl) lilal) e Gl s Qs a e Ciagl)
sy (Sl Gl (spaall Lol ¢ aliall Lol ¢ leadl agiall) Gpansis iy Sl i dagidy dudall de
slial (1) o8y Jgall b e LS a5 aagl sleanll] (alio z1anad

L 1) @ piiall e gl) sluan) 3(2) ady Jgaa

) o152 . A Gl B gid =
Lad Jof | dad |
Prob (JB) 8 e ' s Sl o) sl
0.000 42.15 1.84 1.76 1.290 4.720 3.540 NPL
0.371 1.98 0.12 1.000 0.065 0.279 0.542 X
0.008 945 0.95 3.550 0.280 0.737 1.230 Capital
0.115 4.32 0.34 28.300 19.600 3.429 22.751 SIZE
0.001 18.21 1.12 8.650 -1.920 1.728 1.663 ROA
0.392 1.87 0'4} 91.440 1.320 21.666 54.619 LIQ
0.024 7.41 0.78 6.040 -0.200 2.182 2.072 INF

(EViews) g4ty alidiuly i juaal) cilibl bl Joladl) il ) Sl Galll 3ae) Ga jiaall

heal) agidl 4y (%) ALV S o) 3 Aabal) St Lkl clebasy) (2) ) el Jsanll e Jaadls
S5 L o) o %54l Ayl die Cijlaadl & ALY S A avgie of ey Les (0.542)
& ladl gn gt i sl 29ay e Ju Lee (0.279) 08 (glae Calailis (0.065) duws S5 (1.000)
) a2l e 8 ¢(1.230) DU Guly A0S Lol o) acsgiall 2y JL) Gy BUS L) (L) 5850 il
il Sles Ty sfandl gl s Biaial gl W) (0.737) (glme Sihaily (0.28) dad oy (3.55) dad
177) s gfaiad)l Ogall 4ad el caly a4 (Ol Dbl 1.92) 5ot dad ol sy (Ol Jlle 35.4) Loy
O Biwiall Gsall aaa (8 Sl Gl (gl Cihadl e Jy L (Ol Lble 4.72) glire Gabailiy (Ol bl
sl Lonyy L (22.75) Losesios L i) Cijleaall aas jela ddailiall cbpiiall Wl g o) Cijliad) die
S @Al Clalie ciia Ly ((%-1.92) caly jled Glalaadl (ae claw ) dlsale olls Sl (ROA)
o sy Cijladl) Bliia) (e (%54.62) () Javsia) o8 «(LIQ) dlgsd) ads Lasks -(%8.65) uals 5lias
pial SN aray (%-0.20) Cratls GELSH (gl Gam 2SI Lalay] 2i) lis (INF) adocaill puSay cply Lsas
(%6.04) iz, daiiye

(multicollinearity) samiall Jadd by jlad) — Ll

Gl g 2ol adll Llay¥) A e zisall Gl gla e S sl LY dgias Lol &
V) Z 3 sy ead) J O lled) Gl i ) (535 28 g Algad])

g (0.342) aied cialy (NPL) siaiall ¢ygally (X) QL1 S5 ke G bV dalas o) ol Jpaall sy
O Ll ALl 5l BN o) () ads Lee o(—0.281) &l Biwiall Gaag Sl )y BUS G oS Loyl 39
Isag axe 35 138 ol ¢(0.80) Al yal) aall (g0 ela Alailially Alkiaall Clpinall dgadl BlayY) collbes g
el deagis g (Al Ol =3l 8585 ABigign (e e Lee (Al il G (g8 aa Lol o) Jals
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il yiall (e Bl Y)Y A8 ghiaa (3) ad) Jga

INF LIQ ROA SIZE (CAPITAL) X (NPL) <l il

1.000 NPL
1.000 0.342 X
1.000 0.115 -0.281 CAPITAL

1.000 -0.312 -0.045 0.198 SIZE
1.000 0.054 0.224 -0.098 -0412 ROA
1.000 0.112 -0.261 0.415 0.087 -0.154 LIQ
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(EViews) gt alaiiuly o juaal) cbll ol Jdatl) zilhl ) sia¥l dald) die) e jdaal)
(Variance Inflation Factor-VIF) ¢ulall aduai Jalaa jlodf - WG
Lpall Gis (VIF) ool s Jales lad) ehal) 2 il Ladadll doaall A< (e zdgalll A o 2l
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O el (4) Ay Jsaadl e Jaadlg Lol Lasdes (5K 3503 08 10 o S8 VIF G il 3 ) Lpusldl) dplatl) auis
2 1385 (10) zoadl aall e LS 8 a5 a2l (e laa du Aailially Aiicall Chyuidll VIF o8 asea
Sl opiia lan) Ja (gf (50 HlamiVI Z3sar 8 lae Joaall Aalil) LgiaDla g Lebat 4 puesiil) ol picial) 20Nl

(Diagnostic Test) ubil) £ isalll daduad duadddll GLIdY) —la

SuIISl Jlaai¥) Lagyd Al (530 e @il djasa duadids chlia) () zdsaill i g liadls o st Cagu

(Unit Root Test Panel) dsiajl) dlubud) j)jdial i) .1
Ll e Adlan) lpailiad 3 aae g hpuiall diajl) Judlad) OsS (ye 3B LasY) 138 padiey

<) )8 (IPS) e — O s — ) LR 9 (LLC) 9458 — o -l JLEA) il 1(5) a8 Jga

. Al Qo dad

1Al 5 ) Sty Adla T N - L&l yacial
Al prob iduaay) | Ips jas | Prob LLC sy | oo
X 5 yiadal) (y gaall

(0) | 5 siosall sic 5 s 0.0001 3854 | 0.0000 | -4.125 JM?N;f)
(0) 1 5 shuaall e 5 jinne 0.0003 3412 0.0001 -3.952 (X) S S 5
N e o s EIRPENES

| 5 - -
(0) | 5 siasall sic 5 juns 0.0000 4.664 0.0000 5.114 (Capital)
4 paall

(0) | (5 sinsall Nie 3 jiuse 0.0015 -2.954 0.0009 -3.118 (SIZ?E)‘
(0) 1 5 shunall ic 5 jfinne 0.0000 4121 0.0000 -4.852 (ROA) &)l
(0) I 5 sl e 5 jinne 0.0009 3.114 0.0002 -3.665 (LIQ) &5l
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(EViews) geabi s pladialy o juaall ciibul oaldl) Jalatl) il ) Jliull Galld) 3ae) ¢ jiaal)
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b ASlag Bine (Lnlially i) (Aafll) Lyl crial Al dedladl aues o ) Dkl Joaall il i
saby @llig 1(0.05) dsiedl (ssisa o i (P-value) Adlaa¥) adll poes cisla Cun (0) | Lal) Wi
gasall 8 Bdilie galadinls s Las ccnlilad) 05 Al ducajdll g (30l Jax 5a9) djiuall A )
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el Jon Mileia Laada Lasysi 360 jakall 3 gaill Algdall claa) cul€ 1) Laa antl) L1 LAY Cang,

Al sall el a5 53l (Jarque-Bera) |os-<d s JLSA) il 1(6) ady Jssa

g Al Prob 44 gounal) Lagdl) zlsalll slan)
Lot g s Y (B gl Jarque — Bera
Lade 0.0000 36.60 statistic

EViews) 7l aladial i juaal) cilbibnd owbdl) Jaudadl) il AlialG Eald) aas) G jaall
TR ol C (G

il by i Las ¢(0.05) e S8 a5 (0.0000) wials (Jarque-Bera) dsbasy ddlaa¥) dadl) of Jaadl
Gasi 3 (Outliers) ddykial adll s dgas) b ssass clelas Lagds Ty 558 ¥ sl ol Alad) Jos Asjeall
e ST s (330Lie 60) aly JeaY) duad) ans oY Tty colld aag cAuhall Clsin DA Cijladll ey (53 el
Ailaay) il 5o et A Al Aledll Lyl Glai e g z 35l i ¢(30) goall anal
(Heteroskedasticity Test) sUad¥) ol (uilady bl sl .3

Ol udlal (Breusch-Pagan) gleb-ghgn S5 @il :(7) o) dgs>

Al y Al Prob 4 gunal) sl gisadll slaa)
L) g8 £ 5 9iy (B gal) Jarque — Bera
Lale 0.0000 36.60 statistic

(EViews) gl aladials G juaal) clibud wldl) Jalasl) mils ) Siull dald) 3 e jdaal)

Chlid) 28 Glecal laalial e Lulaties Tl ddlsial) c0ad¥) ol 05 of sl calidll 3l 8 iy
oo S ST a5 ¢(0.1181) sl (Breusch-Pagan) ,Lasy Zlaal) dedll of gl el L(F s t) dosieal
Oo Lelas zasaill sla 3S5 Laa clgliiy dujiall daajil) () b Jads celld e 3l 2 (0.05) bl diginall (g5
(Homoscedasticity) il suilaill dualis gl aiaig ¢cplall Glis) Aia

(Serial Correlation Test) sUsa3U 3130 lLay) jLas) .4

GV dnd) Uady dime B Uad 0 Bl g pre o Sy (Alpdiall oUadY1 Pl L HLasY) 138 andy

e
I Bl S (Durbin-Watson) ¢! g-gs pd sdise @il 1(8) ad) Jg>
oaidiy ) Al Y] () gl 4 punal) Aagdl) izl Alaay) ydigall
e A bS5 :
Ll At o / g 15-2.5 1.278 Durbin-Watson

(EViews) geabi s aladialy o juaall ciibul oaldl) Jalatl) il ) Jliiully Gald) dae) ca jiaal)

sl e Ji gisS) (sl b i nge I3 L) dsag ) (1.278) Al (pudly o ddlias) dad il
Glgiall Shhas lajiliy sl el oK e Al ddjeadl bl & LS aild el sas (1.5 Jeall S
White ) disal) Laalil) culs sUadl Gubd o glaia jueg daie i Lo Jsaasll plaay A 138 0l .zl
Ligiall ad 5.US cufng LA lihadV) moaatl Julanll zaling s (Cross-Section Robust Standard Errors
LAaslll
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8 jiatiall ) gaall il giasa o Jlall (il y AJiS g Slaiy) 38l i)

G Baiaall DN Aualdll 3l o 5 daydll Chyie o A ek W JuadY) g 3gal) ) Jgeasl) (]
fixed effects autll «lyilll 350 pooled OLS casaaill JaaiVl zisal) a5 dadaiall Laia)ll Jodld) iy
adull sy ehal & o(random effects 4alsdall <yl 230y
(Redundant Fixed Effects Chow) a&all aal) jlas) .1
Al b 2 3sats @bl oaneatll laai¥) g 3ga o Alaliall ol 59ladS HLadY) 13a axdiey

ALY e i JENVESAIRIKEN (It dllaliall adal) A8l HLia) i (9) by Jga

(prob) 4laiay) (d.f) &l ey ) 4y guaall glaay) dad (Auasy) LY g o
0.0012 (5¢48) 5.124 Cross-section - F-statistic
0.0002 5 24.115 Cross-section - Chi-square

(EViews) gabin aladialy cijlaal) cbibnd owldl) Jaladl) milh ) slial Gald) dae) e jiaall
ki) digindl) (ggina o S 25 (0.0012) sl (P-value) ddlas¥) adll o (9) ady Jsaall m3b5 (he aadl
sl zagaill aex Sl djieal) ducajdll (mdy lldg (0.05)

(Hausman Test) clawg & LEdl .2
Olaws b o) I esalll 5 (Adlsdall chill) Zisaly (Al clydll) ~3sai (o 4280 Alcalid) (: 3l
Olasg W LIS il 1(10) a8 Joa>

Llaay) . - —
(prob) (ch-sq.df) 4l cla s (ch-s0) i S Asilian) Aaid LAY
0.0217 6 14.821 Cross-section
random

(EViews) gl n aladialy G juaal) clibed  pwbdll Jalal) it 1) Siull dald) dae) e jiadl)
cialy 3 (prob) AdlaaY) dedss ¢(14.821) il 5 (Ch-sq) ddlas) dad o I Glews b ladl =il s
e Sl (Ho) Laeaad) daajdl) (b Lild (0.05) saciaall Liginall (ggine (o JB o8 daiil) 038 ) Lass ¢(0.0217)
A ladl @lily danhl D) zigal) s A3l @il zigan of Mg dosd) Gl Qg dlgdall ol il

Ayl
A Sl g gad (11) A8, Jgt>
. e e Lrall gUadl) Calzall .
Ldlaay) - Lailaa) ¢z - 2 _iial)
(prob)sliday (t-statisticytsbas) (std.error) (coefficient) il
0.6230 0.494 2.26x10™ 1.116x10™ (C) bl
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Jlall Gl Agles
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0.0000 0.7452 (Rl Ja
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) ol gl 3 Bl gl e Aliie) cilysnad) 80 s oSa (11) a8y el Jgaal) cilayie Lo lali
Cun (%) grine (gsiuse e dagine Ldlian] Ao 53y (o) 0k S 2 Bl gl G (X) Sl 585
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Cliasi Lo po Lol Lauslidl) Al 038 anaaiiy Jagaill Lasye Llle o )31 e Siadnall 2 LY1 oY @lldy il (gl
Lo higa glaey Cayemall dadipall Ly Sl oY) o N cileags ) (104789 ¢ 2020 eaalad) dudyn 4
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