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The Relationship between Economic Growth and the
NPL Ratio of China’s Commercial Banks
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Abstract: The rate of the non — performing loan( NPL) of Chinese commercial banks had an upward tendency
in the past two years from 2014. As an important part of economy the NPL ratio of commercial banks affects the to—
tal risk of Chinese economy. Through the establishment of theoretical models and empirical VAR model this paper
analyzes the relationship between the rate of NPL of commercial banks and economic growth and the reason of the
currently rise of the NPL ratio. The results of these two models are displayed that the change of the rate of economic
growth will cause the same direction change of the NPL ratio and the fluctuations of the NPL ratio will cause the re—
verse change of the rate of economic growth. Meanwhile we use VAR model impulse response analyzes the cause of
currently NPL ratio and make an explanation and predict the non — performing loan ratio may impact on future eco—
nomic growth.
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