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Nonlinear modeling to examine the effect of capital adequacy
and Bank
holds equity on bank lending

ABSTRACT

In this article the joint effect of holding equity by banks (INV) and their capital adequacy (CAP)
on bank lending is analyzed.

The rules of banking industry and academic researches confirmed interaction between these
factors, so this study centralized on designing a relation that can consider two factors as a single
index, and then examine its effect on lending.

To do this investigation it was considered 21 banks of private sector in 1390-1395. Results show
that each item CAP and INVhas a negative & meaningful effect on lending but when they were
considered as one factor the effect would’nt be meaningful.

Liquidity, Npl and structure of source & use of bank has a negative & meaningful effect on
lending. (Internal ltems)

Rate of gdp growth has a positive & meaningful effect and rate of loans wich is adjusted by
inflation has a negative & meaningful effect on loans. (External ltems)

Keywords: Bank holds equity, Bezel committee rules, Pre-Crisis, Panel Data

u,-'L‘-') N O)Lo.i; ey Jl_,..J

So ol VA (el Gl () -



