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Abstract

The study examines the association between corporate leverage and banks’ non-
performing loans. Using data on Indian manufacturing sector in India for 1993-2004,
the findings indicate lagged leverage to be an important determinant of bad loans of
banks. In terms of magnitudes, a 10 percentage point rise in the corporate leverage is,
on average, associated with 1.3 percentage point rise in sticky loans relative to loans,
after a one period lag. In terms of policy implications, the analysis suggests that the
leverage ratio can serve as a useful signpost of asset quality and second, the analysis
points to the need to improve the collection of data from the corporate sector.
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Notes

1 The industry groups considered in the study includes: Chemicals, Construction,
Diversified, Electricity, Food and beverages, Heavy industries, Machinery, Metal and
metal products, Miscellaneous manufacturing, Non-metallic mineral products, Textiles

and Transport equipment.

2This database is increasingly employed in the literature for firm-level analysis on
Indian industry. See, for instance, Ghosh and Sensarma (2004) for a recent application
of the database on the interlinkage between monetary policy and corporate

governance.
3 Industrial sector comprises Manufacturing, Mining and quarrying and Electricity.

4The banking sector in India presently comprises of 27 state-owned, 20 incumbent and
ten de novo private domestic sector banks and 33 foreign banks. The totality of these
banks is referred to as the commercial banking sector. The financial year for
commercial entities (banks and corporates) extends from the first day of April of a

particular year to the last day of March of the subsequent year.

> We also experimented with the square of DER, to capture possible non-linearities in
the relationship between non-performing loan and leverage. The results (not reported)

suggest limited impact of this coefficient on NPLs.

Related Research Data

Capital requirements and bank behaviour: Empirical evidence for Switzerland
Source: Journal of Banking & Finance


https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fs0378-4266%252800%252900105-9&type=Scholix

Size, Non-Performing Loan, Capital and Productivity Change: Evidence From Indian
State-Owned Banks

Source: Journal of Quantitative Economics

Corporate Financial Structure and Financial Stability

Source: IMF Working Papers

International and Domestic Collateral Constraints in a Model of Emerging Market Crises
Source: SSRN Electronic Journal

The Determinants of Banking Crises in Developing and Developed Countries
Source: International Monetary Fund Staff Papers

Corporate Balance Sheet Restructuring and Investment in the Euro Area

Source: IMF Working Papers

Inside the Black Box: The Credit Channel of Monetary Policy Transmission

Chrtiven: Tha laiwvraal aAf Cranarmiicr DavenAas FiviA~

Related research @

People also read Recommended articles Cited by
28

Does leverage fit non-performing loans in the COVID-19 pandemic - evidence from the Viethamese
banking system >

Nguyen Kim Quoc Trung
Cogent Business & Management
Published online: 8 Sep 2022


https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252Fbf03404625&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.5089%252F9781451854756.001&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2139%252Fssrn.244144&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F3867330&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.5089%252F9781451854039.001&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1257%252Fjep.9.4.27&type=Scholix
https://www.tandfonline.com/doi/full/10.1080/23311975.2022.2119675
https://www.tandfonline.com/author/Kim+Quoc+Trung%2C+Nguyen

Information for Open access

Authors Overview

R&D professionals Open journals

Editors Open Select

Librarians Dove Medical Press
Societies F1000Research
Opportunities Help and information
Reprints and e-prints Help and contact
Advertising solutions Newsroom

Accelerated publication All journals

Corporate access solutions Books

Keep up to date

Register to receive personalised research and resources by email

8 Sign me up
X JinJe kol

Copyright © 2026 Informa UK Limited Privacy policy e Taylor& Francis

by informae--
Cookies Terms & conditions Accessibility

Registered in England & Wales No. 01072954
5 Howick Place | London | SW1P 1WG



https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
https://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://privacy.informa.com/trackers/en/
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

