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Abstract. This study examined the effect of credit risk on the performance of 85 Russian
commercial banks during the period (2008-2017). This study used multiple regression to
measure the effect of credit risk on the performance of Russian banks. The study found
that the Performance indicators were affected by credit risk in five years out of ten. Credit
risk contributed to the formation of performance indicators by 51% in the case of re-
turn on assets and S0 % in return on equity. Also, the loan loss provisions to total loans
ratio had a negative effect for 4 years because of the decline in credit quality in those
years; the effect of total Loan to total assets was only positive in one year. Also, the
study found that the effect of the ratio of loan loss provisions to total loans was negative
and greater than the positive impact of the ratio of total loans to total assets because
the impact of credit quality is greater and more important than the impact of its volume.
The study concluded that the effect of credit risk on the performance of Russian banks
is not a fixed effect but a changing one from one year to another, but in cases where
credit leaves an impact on performance indicators this effect is often negative and sig-
nificant. The study also concluded that the quality of credit has a significant and nega-
tive impact on performance indicators, but the volume of the credit has a limited impact.

Key words: credit risk; loan losses reserves; Russian commercial banks; return on as-
sets; return on equity; multiple regression analysis; provisions loan losses; total loans.
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1. Importance of the Subject

Banking performance is a wide con-
cept that encompasses many issues, such
as competition, concentration, efficiency,
productivity and profitability [1; 2]. The
wide range of performance issues has re-
sulted in a wide variety of banking research.
However, there is no consensus among re-
searchers on the most appropriate way to
measure banks’ efficiency. Much of the
banking research focuses on bank profit-
ability without taking risks into account that
are as important as profitability. The study
of banks performance and its relationship to
risk is very important because of the impact

of risk factors on profit in the long-term.
In recent years, there has been a dramatic

proliferation of research concerned with the

assessment of risk impact on banks perfor-
mance. Because of its practical importance,
the topic of banks risk assessment has be-
come a matter of great concern. More re-
cently, the study of risk preferences on the

efficiencies of banks have developed rapid-
ly and its achievements have become a cen-
ter of attraction [3].

When looking at profitability, one
should also analyze the risks associated with
the profitability indicators. Credit risk is
one of the oldest and most important forms
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of risk faced by banks as financial inter-
mediaries. The topic of credit risk is not a
new topic and researchers have written a
lot about it. However, this topic cannot be
considered an old one and there is no need
to write about it because credit is the core
of a bank’s business and often accounts for
80% or more of a bank’s budget. A large
part of the bank’s returns comes from in-
terest on loans, as lending is the main ac-
tivity of banks. On the other hand, lending
1s the main source of credit risk. Therefore,
credit is a serious threat to the profitabili-
ty of banks [4; 5].

In a situation of high and increasing
competition between banks, banks are
struggling to survive and maintain an ap-
propriate level of profit. This has led to an
increase in banks’ tendency to take exces-
sive risk; this increased risk trend has led to
the bankruptcy and failure of a large num-
ber of banks. On the other hand, risks do not
necessarily lead to losses; risks may lead
to high returns, too. Banks usually ignore
the downside of credit risk if their returns
are good and do not consider whether the
impact of credit risk is positive or negative
on returns. Credit risk may have a negative
impact hiding behind profits, banks may
be able to achieve higher returns than the
returns that have been achieved, but cred-
it risks have reduced these returns, espe-
cially because there is no consensus by re-
searchers on the nature and the extent of the
impact of credit risks on the performance
of banks. Increased bank credit risk may
lead to problems with liquidity and solven-
cy. Credit risk is of additional importance
because it directly affects the solvency of
financial institutions, which is why credit
risk poses a very high risk in financial in-
stitutions [6]. According to Chijoriga [6],
credit risk has an additional significance
compared to other risks because it direct-
ly affects the solvency of financial institu-
tions so credit risk is considered a very dan-
gerous risk in financial institutions. Credit

risk is very dangerous because it can cause
bankruptcy as the failure of a few custom-
ers to pay can lead to large losses [7]. The
higher the bank’s exposure to credit risk,
the greater the bank’s tendency to fall in-
to a financial crisis (the risk of bankrupt-
cy), and vice versa.

2. Degree of Knowledge and

Clarification of The Problem

Banks are defined as financial inter-
mediaries who borrow money from sur-
plus spending units and lend deficit spend-
ing units. The nature of this intermediation
forces banks face many financial risks, such
as liquidity risk, operational risk, credit risk,
interest rate risk and foreign currency risk,
But credit risk remains the most important
for banks because the core of banking is
based on credit, which is the largest item
in the banks’ budget. Credit risk is one of
the irregular risks that are determined in-
ternally and can be controlled through bank
managements and credit policies.

Some studies conducted after the fi-
nancial crisis [§—10] noted that (credit risk
management, excessive credit and cred-
it quality) were major causes of this crisis.
Richard et al. [11] think that if credit risk
management is weak in the bank, the prob-
lem accumulates from the application stage,
then increases in the approval, monitoring
and control stage. Since more than 85 %
of banks liabilities are deposits from de-
positors and loans are considered the main
source of banks’ income, this makes the na-
ture of banks ‘work very sensitive, therefore
non-performing loans are one of the main
reasons for the failure of the banking sys-
tem if credit risk is not analyzed and man-
aged properly [12].

Credit risk is the probability that the
borrower or counterpart will fail to meet its
obligations under the agreed terms [13], or
we can say credit risk is the degree of vol-
atility in the value of debt instruments and
derivatives due to changes in the basic credit
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quality of borrowers and counterparties [14].
One of the main problems with credit risk is
that the book value of net loans must equal
the market value of total loans, However,
in most cases, there is a discrepancy be-
tween the market value and the book value
of the loans, This occurs when loan data is
distorted by insufficiently reported loans,
This distorted data could lead to incorrect
results when measuring the performance of
banks by traditional performance measures
such as ROA, ROE, where banks with ex-
cessive credit growth will show high tech-
nical efficiency although they carry exces-
sive risks. Thus, it is difficult to know the
efficiency of a banking system through its
credit growth without taking into account
the credit risks.

According to Bobakovia [15], bad oper-
ations are no longer the main cause of bank
failure, but non-performing loans are, and
this is largely related to macroeconomic
problems. The bank’s ability to continue as
a going concern and profitability is highly
correlated with its ability to respond posi-
tively to losses from nonperforming loans.
In the past, banks offering credit focused
on loan guarantees. This has changed now:
they have started focusing on assessing the
borrower’s ability to repay the loan. Some
researchers believe that the difficult work
environment in banks causes high psycho-
logical pressure on employees and this in-
creases credit risk.

Credit risk management in banks can
have a significant impact on the bank’s
continuity and existence. Credit risk mana-
gement is an organized strategy that aims
to control and reduce risks by using avail-
able resources so that risks are measured
and attempted to control and reduce their
negative impact. Through effective cred-
it risk management, banks support their
business success and profitability as well
as contribute to systemic stability and ef-
fective allocation of capital in the econo-
my [16, P. 873].

The first step in effective credit risk
management is to know the impact, and the
strength of the impact of credit risk on the
performance of bank. From this point, our
study is important as it forms the corner-
stone in building effective credit risk mana-
gement. This paper aims to analyze the im-
pact of credit risk on the performance of
Russian banks over a ten-year period (2008—
2017) in order to answer two questions:

Is there an impact of credit risk on the
performance of Russian banks?

If there is an effect, what is the type
of this effect and how much is this effect
compared to other factors?

The results of this study can enable
Russian bank managers to understand how
risk impacts on the performance of Russian
banks, the type and strength of such impact.
This would help adopt appropriate strate-
gies that increase banks’ efficiency in man-
aging credit risk.

3. Literature Review

Risks are uncertainties which result in
negative fluctuations in profitability or loss.
There are many risks in the banking world
that can be divided into two main types in
terms of source: the first is systemic risk,
which comes from an external source and
cannot be controlled by banks; the second
is an irregular risk which comes from an
internal source and can be controlled [17].

Credit risk can be defined as those
risks arising from failure to pay all or part
of the services originally provided and their
profits, or risks resulting from the inabil-
ity to return profits from banking invest-
ments. In other words, credit risk is the
risk arising from the bank not receiving
the money it provided (cash flow) at the
time of maturity. Credit risk is the first risk
in order of importance because failure to
meet obligations by many important cus-
tomers can lead to significant losses that
can lead to bankruptcy. The Basel Banking
Supervision Commission [18] emphasizes
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that loans are the most obvious source of
credit risk, and it is mandatory that every
bank around the world recognize the need
to define, monitor, and control credit risk
while determining how credit risk can be
reduced. This means that the bank must
maintain sufficient capital against such
risks and be adequately compensated for
the risks incurred.

It is difficult to determine credit risk in
advance because this requires an assessment
of the probability of default, depending on
the context. Credit risk depends on many
external and internal virtual events such as:

The internal events: Credit Policy and
Loan Portfolio Management, the inability
to evaluate the borrower’s financial posi-
tion before lending, excessive dependence
on collateral, the bank’s inability to follow
penalties, etc.

The external events: state of the econo-
my, commodity price fluctuations, exchange
rates and interest rates, etc. [15].

4. Empirical Studies

Many researchers studied the impact
of credit risk on banks in various ways; the
researchers used several ratios to measure
credit risk, such as Non-Performing Loan
to Total Loans Ratio (NPL/TL), Loan Loss
Reserve to Total Loans (LLR/TL), Loan
loss reserves to non-performing loan (LLR/
NPL), the capital adequacy ratio (CAR) and
the ratio of bank loans to assets (TL/TA).

As concerning the impact of credit risk
on bank performance, much research does
not reach any clear evidence. (10) of previ-
ous empirical studies on the subject were
reviewed. We found that:

e (7) of the studies found an inverse
relationship (Ahmed et al [19];
Wijewardana and Wimalasiri [20];
Epure and Lafuente [21]; Kolapo et
al. [22]; [Kodithuwakku [23]; Muriithi
et al [24]; Ruziga [25]).

* (3) of the studies found a posi-
tive relationship ([Ben-Naceur

and Omran [26]; [Kurawa and
Garba [27]; [Boahene et al [28]).

5. Methods and Approaches and

Their Originality (Novelty)

This study used multiple regression to
measure the effect of credit risk on the per-
formance of Russian banks. The study uses
return on assets (ROA) and return on equi-
ty (ROA) as indicators of banking perfor-
mance; the study also uses the ratio of pro-
visions Loan Losses to total loans (RRL/
TL) as an indicator to measure the quali-
ty of credit risk and the ratio of total loans
to total assets (TL/TA) as an indicator to
measure the amount of credit risk. All data
in this study were obtained from the web-
site of the Bank of Russia. We think that
the originality (novelty) of this study lies
in 3 points:

Using two dimensions to measure the
impact of credit risk, namely credit volume
and quality of credit.

The large study sample which cov-
ered 85 Russian banks, whose assets con-
stitute more than 87 % of the total assets of
Russian banks.

The long period of the study which cov-
ered 10 years.

Comparing the ratio of credit risk im-
pact of banks performance with the ra-
tio of other factors impact on the banks’
performance.

6. Analysis of The Results

6.1. The Variables

Figure 1 shows the average total cred-
it of the banks included in the study as the
credit amounted to 70 % of the banks’ bud-
get during the study period.

This study includes 85 Russian banks.
Return on Assets (ROA) and Return on
Equity (ROA) are used as indicators of bank
performance, while the ratio of Loan Losses
Provisions to Total Loans (RRL/TL) and
the ratio of Total Loans to Total Assets (TL/
TA) were used as indicators of credit risk.
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Total Assets (2008-2017)
Liquid

Balances in Othef Assets

Accounts.
3%
Cash. 3%

Figure 1. The Average of Total Credit
(2008-2017)

Source: Design and Calculation by Author
Using (Excel).
Data Source: Bank of Russia Website.

6.2. Research Hypotheses

The main hypotheses can be formulat-
ed as follows:

H: The Credit Risk indicators ex-
pressed by [(TL/TA) and (RRL/TL)] do
not affect the financial performance indi-
cators (expressed by ROA and ROE) in the
Russian banks.

H,: At least one of the credit risk indi-
cators expressed by [(TL/TA) and (RRL/
TL)] has an effect on at least one of the fi-
nancial performance indicators (expressed
by ROA and ROE) in the Russian banks.

6.2.1. Subset Hypothesis

Model (1)

H,: the credit risk indicators expressed
by [(TL/TA) and (RRL/TL)] do not affect
the financial performance indicator ex-
pressed by ROA in the Russian banks.

H,: At least one of the credit risk indi-
cators expressed by [(TL/TA) and (RRL/

TL)] has an effect on the financial perfor-
mance indicator expressed by ROA in the
Russian banks.

Model (2)

H,;: the credit risk indicators expressed
by [(TL/TA) and (RRL/TL)] don’t affect the
financial performance indicator expressed
by ROE in the Russian banks.

H,: At least one of the credit risk indi-
cators expressed by [(TL/TA) and (RRL/
TL)] effect on the financial performance
indicator expressed by ROE in the Russian
banks.

6.3. Multiple Regression Analysis

A general linear model of Multiple
Regression is outlined in equation 1 where
Y indicates the dependent variables, a the
constant term, § the coefficient of the func-
tion and X are the independent factors.

Y=o+BX +pX, (1

By putting the study variables in the
above equation, two equations can be
formed where the dependent factors (prof-
itability) which depend on the independent
factors (credit risk), where ROA and ROE
represent the profitability and (TL/TA)
and (RRL/TL) represent the credit risk:

ROA=a+p, (TL/TA)+B, (RRL/TL) (2)
ROE=0+p, (T L/ TA)+B, (RRL/TL) (3)

6.3.1. Testing(F) For the Suitability of
The Research Models

To examine the suitability of the multi-
ple regression models for analysis, by using

Table 1. Variables Definition & Measurement Units

Abbreviati
The Variables Description re‘vm ron Proxy
Variables
Dependent Variable TL/TA Total Loans / Total assets
Credit Risk
(Inputs) LLR/TL Loan Losses Reserves / Total Loans
Independent Variables ROA Income After Tax / Total Assets
Bank Performance
(Outputs) ROE Income After Tax / Total Shareholders’ Equity

Source: Design by author
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Table 2. ANOVA, F-Statistic (2008-2017)

Years Model Model F- Sig. The Years Model  Model F- Sig. The
Name # Statistic F-Statistic  Decision Name # Statistic F-Statistic  Decision
2008 ROA  Model (1)  1.31 0.28 Unsuitable 2013 ROA Model (11)  0.07 0.93 Unsuitable
2008 ROE  Model (2)  0.53 0.59 Unsuitable 2013 ROE Model (12)  0.06 0.94 Unsuitable
2009 ROA  Model (3) 11.94 0.00 Suitable 2014 ROA Model (13) 142.19 0.00 Suitable
2009 ROE  Model (4) 11.43 0.00 Suitable 2014 ROE Model (14) 142.19 0.00 Suitable
2010 ROA  Model (5)  1.22 0.30 Unsuitable 2015 ROA Model (15)  6.90 0.01 Suitable
2010 ROE  Model (6)  0.00 1.00 Unsuitable 2015 ROE Model (16)  1.52 0.23 Unsuitable
2011 ROA  Model (7)  1.20 0.31 Unsuitable 2016 ROA Model (17) 24.73 0.00 Suitable
2011 ROE  Model (8)  0.31 0.74 Unsuitable 2016 ROE Model (18)  25.26 0.00 Suitable
2012 ROA  Model (9)  1.06 0.35 Unsuitable 2017 ROA Model (19) 105.65 0.00 Suitable
2012 ROE Model (10) 0.17 0.85 Unsuitable 2017 ROE Model (20) 1.76 0.18 Unsuitable
Source: Design and Calculation by Author Using (Excel And SPSS Software).

Data Source: Bank of Russia Website

the distribution (F-statistic) test, one of the
following hypotheses will be rejected:

H_: The model is unsuitable; when the
independent variables don’t affect the de-
pendent variables.

H,: The model is suitable; when the
independent variables do affect the depen-
dent variables.

The decision rule as follows:

Accept H, If p-value (Sig. F) > 0.05

Accept H, If p-value (Sig. F) <0.05

From the analysis output in table 2, the
results as follows:

Models (1), (2), (3), (6), (7), (8), (9), (10),
(11), (12), (16) and (20): values of p-val-
ue (Sig. F)>0.05, So we shall accept the null
hypothesis HO, that means At the a=0.05
level of significance, there is not enough
evidence to conclude that at least one pre-
dictor is useful for predicting the ROA or
ROE; therefore, the models are unsuitable.

Models (3), (4), (13), (14), (15), (17), (18)
and (19): values of p-value (Sig. F)<0.05,
So we shall refuse the null hypothesis HO
and accept the alternative hypothesis that

means At the a = 0.05 level of significance,
there is enough evidence to conclude that the
predictors are useful for predicting the ROA
or ROE; therefore, the models are suitable.

6.3.2. R-Square for The Appropriate
Models (3), (4), (13), (14), (15), (17), (18)
and (19)

R-square measures the strength of the
relationship between the model and the de-
pendent variable. However, it is not a for-
mal test of the relationship. The F test of
general importance is to test the hypothe-
sis of this relationship. If the F test is sig-
nificant, we can conclude that R-squared
is not zero and the correlation between the
model and dependent variable is statisti-
cally significant.

6.3.3. Testing (T) For the Appropriate
Models (3), 4), (13), (14), (15), (17), (18)
and (19)

To examine the suitability of the mul-
tiple regression models for analysis, by us-
ing the distribution (T-statistic) test, one of

Table 3. The Total Divergence in The Dependent Variables, (2008-2017)

Years Model  Model R Adjusted Sig.R The Years Model  Model R Adjusted Sig.R The
Name # R’ Decision Name # R’ Decision
2009 ROA Model (3) 0.13 0.12 0.36  Suitable 2015 ROA Model (15) 0.08 0.07 0.28  Suitable
2009 ROE Model (4) 0.12 0.11 0.35  Suitable 2016 ROA Model (17) 0.23 0.22 0.48  Suitable
2014 ROA Model (13) 0.63 0.63 0.80  Suitable 2016 ROE Model (18) 0.23 0.22 0.48  Suitable
2014 ROE Model (14) 0.63 6.63 0.80  Suitable 2017 ROA Model (19) 0.56 0.555  0.748  Suitable

Source: Design and Calculation by Author Using (Excel And SPSS Software).

Data Source: Bank of Russia Website
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the following hypotheses will be rejected:
Ho: the model is not suitable (when the inde-
pendent variables don’t affect the dependent
variables). H1: the model is suitable (the in-
dependent variables do affect the depen-
dent variables).

The decision rule as follows:

Accept H, If p-value (Sig. T) > 0.05

Accept H, If p-value (Sig. T) < 0.05

After excluding the variables whose
p>0.05, the alternative hypothesis (H1) is
accepted for the remaining variables be-
cause of the values of p<0.05. at the signif-
icance level o = 0.05, there is sufficient ev-
idence to conclude that the slope (B) of the
remaining variables are not zero, therefore,
the variables are useful as a prediction of
ROA and ROE in Russian banks.

Table 4 shows all the accepted models
in the alternative hypothesis H1. The re-
sults of T-test can be divided into 3 groups:

1. Accepted models with the excep-
tion of the constant and the variable (TA/
TL): Model (18).

2. Accepted models with the excep-
tion of the variable (TA/TL): Models (3),
@), (13), (14), (17), (18) and (19).

3. Accepted models with the excep-
tion of the variable (LLR/TL): Model (15).

The value of slope B in the table 4
represents the ratio of effect and the type
of relationship between the independent

variables and the dependent variable. In or-
der to know the importance of credit risk in-
dicators and its impact on performance in-
dicators, it is necessary to determine its real
value compared to all variables. Therefore,
we multiply the value B by the mean of the
dependent variables, this illustrates the val-
ue of its effect as compared to other vari-
ables. Table 5 shows the impact of risk indi-
cators on performance indicators as values.
We can observe the following:

* Credit risk affected performance in-
dicators in five out of ten years, this
shows the impact of credit risk fluctu-
ating from year to year.

Credit risk in four years had a negative

impact and in one-year negative impact.
The effect of the ratio (LLR/TL) was

negative and greater than the ratio

of (TL/TA) which did not affect on-
ly in one year limited positive effect.
This indicates that the provisions Loan

Losses were more influential than the

volume of loans in other words that

the quality of loans has a greater im-
pact than the volume of loans on per-
formance indicators.

In the Figure 2, it is possible to observe

the ratios of the contribution of credit risk indi-
cators in the formation of performance indica-
tors over the ten years of the study, noting that

the credit risk contributed to the formation

Table 4. T-Statistic Values (2008-2017)

Years Outputs Inputs T ) Su,'r.‘ T,h? Years Outputs Inputs T X s’%' ) T_hei
Statistic Tstatistic ~ Decision Statistic Tstatistic ~ Decision

constant 0.0 0.13 0.01 Suitable ROA  Model (15) constant -0.02 -2.57  0.01 Suitable
ROA Model (3) LLR/TL -0.06 -3.46  0.00 Suitable | 2015 LLR/TL -0.02 -0.95 035  Unsuitable

2009 TLTA -0.02 -0.81 0.42  Unsuitable TL/TA 0.02  2.63 0.01 Suitable
constant 0.07  2.66 0.01 Suitable ROA  Model (17) constant 0.01 ~ 2.56 0.01 Suitable

ROE ~ Model (4) LLR/TL -0.34 -3.38  0.00 Suitable LLR/TL -0.04 -497  0.00 Suitable
TLTA -0.12 -0.83 0.41  Unsuitable 206 TL/TA -0.02 -0.90 037  Unsuitable
ROA  Model (13) constant 0.04  5.61 0.00 Suitable ROE ~ Model (18) constant 0.07  1.93 0.06  Unsuitable
LLR/TL -0.35 -11.92  0.00 Suitable LLRTL -0.39 -5.03  0.00 Suitable
2014 TLTA -0.08 -1.73 0.09  Unsuitable TL/TA -0.16 -0.72 0.48  Unsuitable
ROE  Model (14) constant 0.04  5.61 0.00 Suitable constant 0.04 ~ 2.99 0.00 Suitable
LLRTL -0.35 -11.92  0.00 Suitable | 2017 ROA ~ Model (19) LLR/TL -0.27 -10.28  0.00 Suitable
TLTA -0.08 -1.73 0.09  Unsuitable TL/TA -0.17 -1.92  0.06  Unsuitable

Source: Design and Calculation by Author Using (Excel And SPSS Software).

Data Source: Bank of Russia Website
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Table 5. The Impact of Risk Indicators and Other Variables on Performance

Indicators. (2008-2017)

* Impact of Credit
Risk Indicators on
Performance

*% (Other variables) impact

* Impact of Credit
Risk Indicators on

** (Other variables) impact
Performance

Years ROA Indicator (ROA) on peiforr(r;;z(r;;e) indicator ROE Indicator (ROE) on perfari(t;;lg;; indicator
B x B x B x B x
(LLR/TL) (TL/TA) (LLR/TL) (TL/TA)

2008 0.91% 0 0 0.91% 3.47% 0 0 3.47%
2009 0.36%  -6.20%  -2.00% 8.56% 2.16%  -34.40% -11.50% 48.06%
2010 1.09% 0 0 1.09% 6.25% 0 0 6.25%
2011 [12% 0 0 1.12% 11.03% 0 0 11.03%
2012 1.82% 0 0 1.82% 12.08% 0 0 12.08%
2013 1.35% 0 0 1.35% 10.81% 0 0 10.81%
2014 -0.47% 0 0 41.73% -4.34%  -34.60% 0 37.86%
2015 -0.27%  -2.10% 2.30% -0.47% -32.36% 0 0 -32.36%
2016 0.08%  -4.40%  -2.20% 6.68% -1.48%  -39.30%  -15.50% 53.32%
2017 -2.53% 0 0 40.67% -10.29% 0 0 -10.29%
Total 3.45% -74.00% -26.00% 103.45% -2.67% -108.30% -34.60% 140.23%
Mean 0.35%  -7.40%  -2.60% 10.35% -0.27%  -10.83%  -3.46% 14.02%

Source: Design and Calculation by Author Using (Excel And SPSS Software).

Data Source: Bank of Russia Website

of ROA and ROE51 % and 50 %, This re-
flects how important the impact of credit
risk on the performance of Russian banks.

7. Main Results and Conclusion

This study examined the effect of credit
risk on the performance of 85 Russian com-
mercial banks between 2008 and 2017. This
study used multiple regression to measure

ROA (2008-17)=0.35%

variables N -49%
49% SajeteTaTe

the effect of credit risk on the performance
of Russian banks. Return on assets (ROA),
return on equity (ROA) were used as indi-
cators of bank performance, the provisions
Loan Losses to total Credit Ratio (RRL/
TL) was used as an indicator to measure
the quality of credit risk and the ratio of to-
tal loan to total assets (TL/TA) as an indi-
cator to measure the amount of credit risk.

ROE (2008-17)=-0.27%

Other
variables LLR/TL
50% -38%
TL/TA
-12%

Figure 2. Ratios of The Contribution of Risk Indicators in The Formation of Performance Indicators
*(RRL/TL): The ratio of loan losses reserves to total loans.
*(TL/TA): The ratio of total loans to total assets

Source: design and calculation by Author using (Excel and SPSS software).

Data Source: Bank of Russia website.
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The study found the following:

1. Performance indicators were af-
fected by credit risk in five out of ten
years, as the impact of credit risk on per-
formance indicators in Russian banks was
negative in four years and positive in on-
ly one year, This indicates that the impact
of credit risk fluctuates from year to year,
This is logical, as the volume of credit,
the quality of credit, the credit policy and
all factors affecting credit are not fixed,
therefore the effect of credit on perfor-
mance is variable according to the change
in these factors.

2. Credit risk contributed to the forma-
tion of performance indicators by 51 % in
the (ROA) and 50 % in the (ROE), this re-
flects the importance of the impact of credit
risks on performance indicators, especial-
ly credit quality.

3. Loan loss provisions to total loans
ratio (LLR/TL) had a negative effect for
4 years, this indicates a decline in credit
quality in those years.

4. The effect of Total Loan to Total
Assets (TL/TA) was only positive in one
year, this indicates that the volume of cred-
it had a positive impact in that year.
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5. The effect of the ratio of loan loss
provisions to total loans (LLR/TL) was neg-
ative and greater than the positive impact of
the ratio of total loans to total assets (TL/
TA), which means that the impact of loan
quality is greater and more important than
the impact of its volume.

The study concluded that the effect of
credit risk on the performance of Russian
banks is not a fixed effect but a changing
one from one year to another, sometimes it
does not leave an effect, sometimes it leaves
an effect, but in cases where credit leaves
an impact on performance indicators, this
effect is often a negative and significant
effect. The study also concluded that the
quality of credit has a significant and neg-
ative impact on performance indicators, but
the volume of the credit has limited impact.

Consequently, the study recommends
increasing the interest of Russian banks in
the quality of credit through the develop-
ment of stricter credit policies. It has been
proven that credit quality is much more
important than the volume of the credit.
Increasing credit quality will increase the
performance of banks more than the in-
crease in the volume of credit.
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YOK 336.719.2

BnuaHue KPpeauTHOro puckKa Ha pe3ynbTaTbl AeaTe/ibHOCTU
pOCCVIf/'ICKMX KOMMep4YecCKux 6aHkoB

. X. A. Aoy-Anpon DDA, H. A. Kox

Kaszanckuil pedepanvuviil ynueepcumem,
2. Kasanw, Poccus

04 jalalabualrop@gmail.com

AHHOMAyusA. B 0aHHOM UCCNeA0BaHUM M3YYa0Chb BANSHNE KPEAUTHOMO PUCKa Ha pe-
3y/bTaTbl 4eATENbHOCTM 85 POCCUNCKMX KOMMepYeckmnx baHkoB 3a nepmod 2008-
2017 rr. HaMy MCNONb30BaNacb MHOXXECTBEHHaS perpeccus Oas U3MepeHus BAUSAHNA
KPEeAMTHOr0 PUCKa Ha pe3y/bTaTbl 4EATENbHOCTM POCCUMCKMX BaHKOB. MiccnegoBaHue
MOKa3ano, 4T0 Ha NoKa3aTenn sMPEeKTUBHOCTHY BAVAN KPEAUTHbIV PUCK B TEYEHME
NaTW NeT U3 gecatu. KpeauTHbIM pUcK cnocobcTBoBan OPMMPOBaHMIO MOKa3aTe-
nev a@eKTMBHOCTHN Ha 51% B peHTabenbHOCTM akTMBOB 1 50 % B peHTabenbHOCTH
cobcTBeHHOro Kanutana. Kpome Toro, pe3epsbl Ha MOKPbITVE YbbITKOB N0 KpeauTam
Ha 06Lyto CYMMY CCYA MMENU OTPULLETENbHbIN 3D MEKT B TeYeHMe 4 neT, MOCKOSb-
KY 13-33 CHW>KEHWNS KPEAMTHOr0 Ka4yecTBa B Te rogpbl BAnsHWe obLier cymmbl cCyabl
Ha 06 yto CYMMY aKTMBOB ObIfI0 TObKO MOMOXKUTEbHBIM B TEYEHWE OAHOI0 roga.
Kpome Toro, nccnegoBaHve NoKasano, YTo BANSHWE OTHOLWEHWS Pe3EPBOB Ha MOTEPH
no ccynam K obLier cymme KpeamToB bbi1o OTPULETENBHBIM M MPEBDILLAA0 MONOXKMU-
TefbHOe BAVSHME OTHOLEHWS 0bLL e CYMMbI CCYA K 0bLLen CyMMe aKTUBOB, MOCKO/Ib-
KY BNUSIHWE KPEAMTHOrO Ka4ecTBa ABaseTcsa bonee 3Ha4YMTENbHbIM U Boflee Baxk-
HbIM, YeM BNUSIHWE ero pa3mep. B nccnenoBaHum caenaH BbiBO4 O TOM, YTO BAMSAHME
KPeauTHOro PUCKa Ha pe3ynbTaTbl 4eATeNbHOCTM POCCUMCKMX BaHKOB He aBnsgeTcs
(DUKCMPOBaHHBIM, OHO ABNSETCA M3MEHSAOWMMCH 3(HEKTOM OT FOAS K FOAY, HO B TeX
CyYasax, Korga KpeamT 0Ka3blBaeT BAUAHME Ha MOKa3aTenn aheKTUBHOCTM, 3TOT
3 dEKT YaCTO ABNAETCA OTPULLETENBHBIM M 3H3YMTENbHbIN 3D dEKT. MiccnenoBaHme
TaK>Ke MPULLSIO K BbIBOAY, YTO Ka4ECTBO KPeAMTa OKa3blBaeT CYLLECTBEHHOE U Hera-
TUBHOE B/IMSIHNE Ha NOKa33aTeNnn 3P@MEKTUBHOCTH, 3 0OEM KPEANTAE OKa3bIBAET Orpa-
HWUYEHHOE BAVSIHME.

Kniouesble cnosa: KpeAVITHbIN PUCK; PE3EPBbI KPEAUTHbBIX MOTEPL; POCCUNCKNE KOMMEP-
Yyeckue baHKK; peHTabenlbHOCTb aKTUBOB; PeHTabeIbHOCTb KanuTana; MHOXXECTBEHHbIN
perpeccuoHHbIV aHanu3; pe3epBbl M0 KpeamnTam; BCEr0 KpeamTOoB.
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