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Abstract

The 2007 subprime crisis led to financial institutions suffering a great shock
due to over investment and lack of liquidity. Hence, a number of leading
financial institutions went bankrupt, and triggering a global financial crisis.
Consequently, the Basel Committee on Banking Supervision (BCBS) released
“International Framework for Liquidity Risk Measurement, Standards and
Monitoring”. BSBC proposed liquidity coverage ratio and net stable funding
ratio.

This paper used panel smooth transition autoregressive model (PSTR) to
determine whether the liquidity risk to banking performance exist panel
smooth transition effect. The Empirical results showed that when liquidity
reserves ratio is less than 23.5375%, it is positively relevant between
loan-to-deposit ratio and banking performance, and the non-performing
loans ratio, banking size is negatively relevant with banking performance.
When liquidity reserves ratio is greater than 23.5375%, it is negatively
relevant between non-performing loans ratio, banking size and banking
performance. When liquid assets ratio is less than 0.119%, it is negatively
relevant between banking size and banking performance, but it is positively
relevant between BIS ratio and banking performance. When liquid assets ratio
is greater than 0.119%, it is negatively relevant between banking size, BIS
ratio and banking performance.
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