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L INTRODUCTION 100
Over the last two decades, the globalised technological change and the m
Geregulation of goods and financial markets have intensified competiion
‘among banks. According to Jung (2013), competition has increased banks”
ereditisk.i ¢ afected thei loan portfolios in ferms of their bad loan screening ~
procedures and relaing borrowing criteria. Moreover, the credit risk of the.
‘banks i very often lnked fothe rati of NPLs which can be generally defined. v
25 loans in default or close fo being in defait. Brownbride (1998) poined
out what was confirmed over the past decades that most of the banking faifures c
o crises were caused by NPLs, e.¢. the 1997 Asian financia crisis — Yang et
4L (2003), and the 2008 global financial crisis ~ Diwa (2010). Fusthermore, B

acconding to Khemrsj and Pasha (2009)the inciese of NPLs has beea
assocated with bank filves and Soancial crises in both developiag and
iy o Bconcmic, 5. Cyml s Mo Usiversy i Skope, Repbc of Nors Q
s
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