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Abstract

This paper analyzes the effects of financial indexes on the non-performing loan ratio. This
study uses the fixed and random effects of Panel Data to examine the relevance of the bank
financial performance on the asset quality index. This paper subdivides several groups: total
asset quality, enterprise finance guaranteed, enterprise finance non-guaranteed, consumer
finance residences, and credit card receivables. The empirical results show that capital adequacy
ratio, current ratio, and business profitability significantly affect the total non-performing loan
ratio. Capital adequacy ratio, return on net worth and credit card interest revenue ratio, and asset
scale have a significantly positive effect on non-performing loan ratio - consumer finance
residences. And capital adequacy is the critical factor influencing asset quality, and operating
profit margin is also one of the crucial factors. Consumer finance has the biggest difference
among the non-performing loan ratio of the asset quality index. It is probably affected by the

real estate bubble of the financial tsunami and credit crash in 2008.
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