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The role of non-performing loans in determining the credit capacity of commercial banks:
Case study of the Housing Bank for Trade and Finance during 1993-2018

Le role des préts non-performants dans la détermination de la capacité de crédit des banques
commerciales : Cas de la banque du logement pour le commerce et la finance pendant 1993-
2018
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Abstract :

The study aims to determine the relationship of non-performing loans to granted loans, and the
extent to which they affect the credit ability of commercial banks in a changing financial and
economic environment characterized by risk, using VAR self-regression to estimate the impact of
non-performing loans on the total loans granted at the Housing Bank for Trade and Finance (1993-
2018). The study found that there is a statistically significant adverse relationship between non-
performing loans and total loans granted, as the analysis of the discrepancy showed that the relative
importance of non-performing loans in explaining the fluctuations of total loans granted in the

Bank does not exceed 26% in the medium and long term thanks to the continuous control applied
to the loans granted.

Keywords: Non-performing loans; Bank loans; Housing Bank for Trade and Finance; VAR.
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Résumé :

Cette étude vise a déterminer la relation entre les préts non-performants et les préts accordés,
et ampleur de son impact sur la capacité de crédit des banques commerciales dans un
environnement financier et é&conomique changeant et incertain caractérisé par le risque, en utilisant
la technique des Vecteurs dauto-régression VAR pour estimer I’influence des préts non-
performants sur la totalité des préts accordes par la banque du logement pour le commerce et la
finance pendant la période (1993-2018). L’étude a révélé 1’existence d’une relation inverse avec
une signification statistique entre les préts non-performants et les préts accordés, aussi I’analyse de
I’hétérogénéité a montré 1I’importance relative des préts non-performants dans I’explication des
fluctuations de la totalité des préts accordés par la banque qui ne dépasse pas 26% a moyen et long
terme, et cela grace au contrdle permanent appliqué sur les préts accordés.

Mots clés : Préts non-performants; Préts accordés; Banque du logement pour le commerce et la
finance; Vecteurs d'auto-régression VAR.
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Null Hypothesis: F-Statistic Prob.
DCD does not Granger Cause DTCR 6.78806 0.0165

DTCR does not Granger Cause DCD 0.08491 0.7736
Eviews8 42, lbrz e slaze¥U ole-LU) 2 yduall

2ol gt Jodd) I s
05 o B e agla=y 3l Jlam V) aed OV cimgial) (o 3l Mlar) Coed 30l o 3 -
D05 o ST o agla=y ) JlY aad OV ) (29 8 s ¥ amgial) o9 @) Wl -
Aoyl 29 A W] L 8l (20,8 e oY) 5l T s B g iz SIS e cly
S el B Lt 4-3
fell) L1 ) e By s e B oSl O il Yl sl Ll e
Dbl g skl gald (3 Al (epane o Sidie L 39y 1S dlis b Jsdll (Ss adey (b
ekl palize JalSS Bl OF iz $atme Slodl COlSTISB sl Sl e BB ) LS
AU Al e B!
TCR = 313.289 + 10.85079 CD + Resid

Resid = TCR — 10 R5N79 C.D — 212 289
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Bandwidth: 13 (Newey-West automatic) using Bartlett kernel
| | Adj. t-Stat Prob.*
Phillips-Perron test statistic -2.851940 0.1941
Testeritical 1y, 1oy -4.394309
values:
5% level -3.612199
0,
10% 3.243079
level
*MacKinnon (1996) one-sided p-values.
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VAR=F(DCD, DTCR, C)
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Lag LogL LR FPE AIC SC HQ
0 -272.6995 NA* 81105850 23.88691 23.98565* 23.91174
1 -267.4078 9.202843 72698350* | 23.77459* 24.07081 23.84909*
2 -266.9679 0.688548 1.00e+08 24.08417 24.57786 24.20833

* indicates lag order selected by the criterion
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P Ls”
TCR = 144.0896 - 2.627388 CD (-1) + 0.338321 TCR (-1)
[2.91047]  [-2.60539] [1.92244]
R2=0.3482 R?=0.2861 F=5.609257
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Period S.E. DCD DTCR

1 39.27655 0.011513 99.98849
2 39.95317 22.18989 77.81011
3 39.96701 26.40736 73.59264
4 39.97260 26.88667 73.11333
5 39.97385 26.91866 73.08134
6 39.97400 26.91956 73.08044
7 39.97401 26.91955 73.08045
8 39.97401 26.91956 73.08044
9 39.97401 26.91956 73.08044
10 39.97401 26.91956 73.08044
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Vector Autoregression Estimates
Date: 04/11/20 Time: 18:38
Sample (adjusted): 1995 2018
Included observations: 24 after adjustments
Standard errors in () & t-statistics in [ ]
DCD DTCR
DCD(-1) 0.179776 -2.627388
(0.21494) (1.00844)
[ 0.83642] [-2.60539]
DTCR(-1) 0.010930 0.338321
(0.03751) (0.17599)
[ 0.29139] [ 1.92244]
C 7.783889 144.0896
(10.5518) (49.5073)
[ 0.73768] [ 2.91047]
R-squared 0.034695 0.348201
Adj. R-squared -0.057238 0.286125
Sum sq. resids 32395.59 713132.5
S.E. equation 39.27655 184.2788
F-statistic 0.377396 5.609257
Log likelihood -120.5472 -157.6469
Akaike AIC 10.29560 13.38725
Schwarz SC 10.44286 13.53450
Mean dependent 11.52208 173.4083
S.D. dependent 38.19855 218.1043
Determinant resid covariance (dof adj.) 52380244
Determinant resid covariance 40103624
Log likelihood -278.1928
Akaike information criterion 23.68273
Schwarz criterion 23.97724
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