Bank Loans, Moral Hazard and Performance - A
Threshold Panel Regression Approach
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Bank Loans, Moral Hazard and Performance - A Threshold
Panel Regression Approach

Abstract

In this paper, the threshold panel regression model is used to explore the influence of the
non-performing loans ratio(NPLs) of 36 domestic banks over the period of 2007-2016 on bank
performance from the perspective of loaning quality. Using return on assets and return on equity
as the standard for measuring bank performance, the non-performing loans(NPLs) is a threshold
variable, and the moral hazard is taken as a theoretical basis to test the bank if a principle-agent
problem occurs. And test whether there is a threshold value so that NPLs has different effects on

performance.

Keyword: Bank Loan~Moral Hazard - Operating Performance~ Threshold Panel Regression
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