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Abstract 
 

To achieve stability in the banking sector, non-performing loans (NPLs) growth must be kept relatively low. Some bank-
level factors signal the NPL situation of a bank, and studies in this area within the Qatari economy are limited. This study 
investigate bank-specific factors that determine the rate of NPLs and control for some macroeconomic variables in 
Qatar. This was done using quarterly data from listed sample of Islamic and conventional banks within Q42017-Q32022. 
The factors considered in the study include loan growth, profitability, income diversification, capital adequacy, 
efficiency, and bank-type dummy. The study also controlled for money supply and oil prices. The estimations were done 
by applying the OLS regression modelling approach. The results show that loan growth and ROA (Return on asset) 
significantly have negative impact on NPLs. This indicates that the profitability and loan growth of the banks in Qatar will 
decrease when the NPL rate increases. Also, the level of NPLs increase is influenced by the money supply within the 
Qatari economy. Finally, there is no significant difference between bank-specific determinants of NPLs between 
Conventional and Islamic banks in Qatar. The findings imply that policymakers should put measures in place to ensure 
that profitability and loan growth are monitored to achieve low NPL for the sustainability of the banking sector in Qatar. 
 
Keywords: NPLs; NPL; Borrower Default, Stability, Islamic banks. 
 
 
INTRODUCTION 
 
Economic crisis allows researchers to assess some theories 
underpinning economic phenomena to engender more 
understanding and propose new ways of doing things. Some 
of the economic problems can manifest through instability, 
bank and thrift failure, and the nature of the economic cycle 
attracts significant interest from scholars, policymakers, and 
practitioners. One area within this economic puzzle is NPLs 
which has attracted much interest from scholars and 
practitioners (Berger & Humphrey, 1997; Podpiera & Weill, 
2008). NPL is commonly known as loans in arrears for at least 
90 days, lead to a fast impairment of banks’ loan books 
(Labbé-Pinlon et al., 2016). Many studies conclude that banks 
always accumulate a lot of NPL as a precursor to their 
collapse (Berger & Humphrey, 1997). NPL implies that they 
always stand as an obstacle between banks and the real 
economy (Makri et al., 2014). 
The literature on the factors influencing NPL is categorized 
into bank-specific and macroeconomic factors (Berger & 
Humphrey, 1997). For instance, bad management and moral 
hazard may impact NPL higher (Berger & Humphrey, 1997). 

Also cost efficiency has also been established to cause 
NPL (Podpiera & Weill, 2008)  while Ghosh (2015) found that 
the level of leverage affects NPLs. Espinoza & Prasad 
(2010) and Kauko (2012) considered macro variables and 
concluded that NPL reduces growth and rising interest rates 
and external deficits. Louziset al. (2012) estimated the factors 
that affect NPLs for each loan category (mortgage, business, 
and consumer) separately. Their results show that NPLs are 
significantly related to macro variables and the quality of 
management. Nkusu (2011) found that aggravation in the 
macroeconomic environment, as proxied by sluggish growth, 
decreasing asset prices or higher unemployment is 
interrelated with debt service problems. The crisis period can 
also influence NPL growth. During the COVID-19 pandemic, 
NPL is found to increase in a study of Chinese banks 
(Kryzanowski et al., 2022). Further, the findings show that 
bank capitalization predicts how effectively it can control NPL 
during a crisis.  
Islamic banks perform financial intermediation similarly to 
conventional banks. In theory, Islamic banking is a banking
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system that operates strictly per the Shariah law, specifically 
the muamalaat (transaction) branch of Shariah that provides 
laws governing business transactions and contracts. Islamic 
Banks mobilize funds from surplus economic units and 
transform these through size packaging and maturity matching 
to financial assets using sale, lease and sharing contracts. 
Sale contract modes of financing used by Islamic banks 
include deferred payment sale or cost-plus, forward sale and 
forward sale of manufactured goods. The Cost-plus mark-up 
financing mode allows Islamic banks to finance clients through 
a deferred sale basis where the price of the commodity or item 
is deferred to a future date, and the client pays this price in 
instalments. The asset-backed financing coupled with the 
deferred price allows the Islamic bank to charge a profit on the 
original price in the form of a mark-up (Karimu et al., 2022). 
Religion plays a vital role in moderating behavior and 
influences the level of loan default, as concluded by (Baele et 
al., 2014). Islamic finance borrowers are less likely to default 
on financing advanced to them (Baele et al., 2014). Customer 
orientation toward loan default may differ depending on the 
banking model. 
The financial system in Qatar has evolved rapidly over the 
years, driven mainly by the hydrocarbon boom in the country. 
Despite the Covid-19 pandemic, Qatar's banking sector grew 
in assets from 1.4 trillion in 2019 to 1.7 trillion in 2021 (QCB, 
2021). Similarly, credit creation also expanded, with credit-
GDP percent increasing from 150% in 2019 to 200% in 2020. 
This study is motivated by three developments. Firstly, 
understanding the bank-level determinants of NPL is still not 
settled, and policymakers and practitioners continue to look for 
more understanding to address these issues with appropriate 
measures, especially with more sophistication of the financial 
system. Secondly, Islamic banks and conventional banks may 
both be affected by the same factors when it comes to NPL, 
as the two-bank types perform the same financial 
intermediation between surplus and deficit economic units. 
However, it is still unclear whether the business orientation of 
the two bank types provides any differentiator when it comes 
to NPL. Thirdly, the academic literature has limited NPL 
studies within the Qatari context. Therefore, this study 
undertakes an empirical study to determine NPL's 
determinants using bank-specific factors. This was done using 
quarterly data from listed sample of four Islamic banks and 
four conventional banks within Q42017-Q32022. The factors 
considered in this study include loan growth, profitability, 
income diversification, capital adequacy, efficiency, and bank-
type dummy. The study also controlled for money supply and 
oil prices. The estimations were done by applying the OLS 
regression modelling approach. 
The rest of the paper is organized as follows. Section two 
discusses the literature underpinning the study, and section 
three discusses the methodology and data. Section four 
presents the findings and discussions, and the concluding part 
is in section five. 
 
Literature review 
 
There is extant literature on the determinants of NPL within a 
financial institution. These factors are generally classified into 
bank-specific and macroeconomic factors (Almuraikhi, 2022; 

Berger & Humphrey, 1997). Factors such as bad management 
and moral hazard may influence NPL higher (Berger & 
Humphrey, 1997). Also cost efficiency has also been 
established to cause NPL (Podpiera& Weill, 2008)  
while Ghosh (2015) found that the level of leverage affects 
NPLs. Espinoza & Prasad (2010) and Kauko (2012) 
considered macro variables and concluded that NPL reduces  
with growth and rising interest rates and external 
deficits. Other bank-specific factors that may predict NPL 
include diversification of income, profitability, capitalization 
and operating efficiency. Despite the attention given to this 
phenomenon in the literature, the relationship between these 
factors and NPL remains unclear.  
 
Borrower-Specific Determinants 
 
The studies of the borrower-specific determinants of NPL are 
classified into Internal factors, (Cowling et al., 2018; Fianto et 
al., 2019; Fidrmuc & Hainz, 2010; Gao et al., 2022; Mayock & 
Tzioumis, 2021; Odeh et al., 2011; Radivojević et al., 2019; 
Zhang et al., 2020);  Institutions (M & N, 2020), External 
environment (Goedecke, 2018; Nigmonov et al., 2022; 
Radivojević et al., 2019) and Social issues (Castillo et al., 
2018; Hartarska & Gonzalez-Vega, 2006; Trautmann & Vlahu, 
2013). The literature analysis indicates that borrower internal 
company organization markedly affects the possibility of 
defaulting on loan payments (Almuraikhi, 2022). These 
internal factors include management competency (showing 
through the inefficiency in organizational resources use), and 
financial matters (showing through the company's leverage, 
for instance, which affects liquidity. Also, organizational 
innovation may influence the possibility of client default as 
new technologies are associated with a higher risk of failure, 
which consequently constrains organizational cashflows. Also, 
relationships with banks may affect borrowers' default as 
customers with longer relationships with banks stand a higher 
chance of default, especially for SMEs (Small and medium 
enterprises). The institutional arrangement may also 
contribute to a loan default as weak laws and lax regulatory 
regimes may encourage the enforcement of loan contracts. 
These conditions make it easy for organizations to default and 
make the recovery of loans difficult. Most external factors that 
may influence loan default relate to the macroeconomic 
condition under crisis, high inflation, unemployment, and low 
economic growth. 
 
Bank-Specific Determinants 
 
The characteristics of how banking business is conducted also 
influence the NPL level (Almuraikhi, 2022). The overarching 
issues identified in the various reported studies include 
economic conditions (Ari et al., 2021; Mueller & Yannelis, 
2019; Soenen & Vander Vennet, 2022; Vonnák, 2018), 
profitability pursuit (Choudhary & Jain, 2021; Disli et al., 2022; 
Parrado-Martínez et al., 2019; Wengerek et al., 2022); 
information economics (Parrado-Martínez et al., 2019; Widodo 
et al., 2022); management competence (Lafuente et al., 2019; 
Palvia et al., 2020; Wasiaturrahma et al., 2020); and ESG 
(Lee et al., 2022). Some studies from banks' perspectives 
attribute the level of NPL to the prevailing macroeconomic
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conditions. Similar to the borrower's assertion of 
macroeconomic conditions' role in their inability to service their 
loans, bankers attribute NPL to weak macroeconomic 
conditions. Also, the profit maximization goal of banks may 
influence them to underwrite credit for less creditworthy 
borrowers, which is likely to lead to defaults. This situation 
manifests when bankers' remunerations tied to the level of 
income generation without considering the income quality. 
Additionally, when credit assessment leads to adverse 
selection of borrowers, this can lead to moral hazard, which is 
conceptualized as the economics of information. This affects 
the repayment of loans when the character of borrowers 
changes post-loan disbursement. Also, ESG-focused lending 
may lower NPL occurrence due to the relatively high prudence 
expected in selecting borrowers and projects. Finally, the 
competency of bank management may also influence the 
possible occurrence of loan default. A well-managed bank 
(demonstration of competency) will ensure that funds are 
allocated most efficiently to ensure that the funds are paid 
back. 
 
Islamic vs Conventional 
 
The determinants of NPL may also be viewed in a comparative 
way between Islamic and Conventional banks. The focus of this 
study is to determine if the Islamic bank business model, 
borrower orientation, external environment, and type of contract 
used have some particularities that influence NPL differently from 
conventional banks. Some literature reports that  Islamic banks 
NPLs are less than conventional banks'; equity 
investments/financing reduces NPL, Islamic finance face sectoral 
concentration risks which may drive NPL higher, and tradeoff 
between efficiency and risk is less evident in Islamic banks 
(Alandejani & Asutay, 2017; Baele et al., 2014; Bekele et al., 
2016; Croux et al., 2020; Disli et al., 2022; Riahi, 2019; Saeed & 
Izzeldin, 2016). At the macroeconomic level, oil prices affect 
conventional banks more than Islamic regarding their impact on 
NPL (Saif-Alyousfi et al., 2018). Furthermore, religiosity is seen to 
moderate customer motivation to repay their facility with an 
Islamic bank. These findings show that Islamic bank customers 
are more inclined to repay the facility when their financial 
condition improves relative to conventional bank borrowers 
(Croux et al., 2020; Mirpourian et al., 2016). Finally, the literature 
analysis reveals that the contract used in structuring Islamic 
financial transactions may have some features that reduce the 
NPL occurrence. For instance, the use of profit and loss-sharing 
contracts is seen to be less prone to default than fixed-interest 
debt financing(Alandejani & Asutay, 2017; Croux et al., 2020). 
This assertion may be true when analyzed from finance contracts 
point of view, but in economics it may have a different outcome 
as the performance of the underlining profit and loss-sharing 
project may signal the possibility of default. The literature review 
highlights the need for research on determinants of NPL to 
consider the bank-specific factors holistically within the broader 
borrower-specific and external factors.  

 
Profitability 
 
The relationship between NPL and profitability has been 
investigated by Godlewski (2014), who concluded that when a 
bank's profitability decreases, NPL increases. These findings 
were corroborated by Boudriga et al. (2010a) in a later study. 

They also conclude of an inverse relationship between 
profitability and NPL. They attribute the NPL of the bank 
during low profitability to the aggressive lending a bank may 
embark on increasing the loan book and increasing profitability 
which may expose the bank to lending to less creditworthy 
borrowers. The negative connection between NPL and 
profitability was also confirmed in s study of banks between 
2004-2013 in Kenya (Kirui, 2014). On the other hand, some 
studies have claimed a positive relationship between NPL and 
profitability (Ahmad, 2015). Similarly, Berger and DeYoung 
(1997) explained their findings of a positive relationship that 
banks with a high-income level are less involved in risky 
investments that can lead to loan nonpayment in the future.  
 
Bank Efficiency  
 
The efficiency of banking operations, as manifested in the use 
of resources, may also affect the NPL rate. In this regard, a 
study in the United States cost efficiency of commercial 
findings show that achieving efficiency leads to decreased 
NPLs and vice versa (Berger and DeYoung, 1997). The 
explanation is that those managers who exhibit competence 
through operational excellence and accompanying portfolio 
management drive down the occurrence of adverse selection 
of loans. In a similar study using sample from the Czech by 
(Podpiera & Weill (2008),  it was found that between the 
period of 1994-1995, NPL and efficiency showed a negative 
relationship. In contrast, some studies show that achieving 
efficiency by some banks leads to compromising the loan 
underwriting process, which drives up the possibility of NPL In 
Sri Lanka, Ekanayake and Azeez (2015) study of the banking 
sector between 1999-2012 concluded that there is a positive 
relationship between NPL and efficiency of bank. Also, 
Benthem (2017) examined the relationship between operating 
efficiency, capitalization and NPLs in commercial banks, and 
the result indicates that operating efficiency increases the 
higher level of NPLs, which proposes. The conclusion from 
this study is that managerial actions through cost-reduction 
effect NPLs positively. Within the EU context, an examination 
of risk factors of NPL indicates that when banking efficiency is 
deceased, the loan default level increases (Fiordelisi et al., 
2011). Similar findings were reported in a study of the Greek 
banking system (Louzis et al., 2012).  
 
Capitalization of Bank 
 
The capitalization of a bank may also signal the occurrence of 
loan defaults. High-capitalized banks have the buffers face 
abnormal losses and to contain such situations. Managerial 
incentives of low capitalized banks may motivate banks to get 
involved in high-risk investments and underwrites loans that 
may not pass the due credit checks and monitoring (Keeton, 
1999). These occurrences may result into a rise in loan default 
showing a negative relationship between bank capital and 
NPLs. Bank size is therefore deemed to have an inverse 
relationship with NPL (Hu and Chiu, 2004, Makri et al., 2014, 
Kojuet al., 2018). On the other hand, NPL and bank 
capitalization may also exhibit a direct relationship as argued 
by some studies (see Constant and Ngomsi, 2012). 
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Income Diversification of Bank 
 
Banks have interest income and non-interest income as the 
primary sources of revenue. Banks with diversified income 
sources are more careful in their dealings as they try to lower 
their risk by minimizing their exposure to high-risk 
investments. Hence, these banks tend to experience less 
default, indicating a negative connection between NPLs and 
income diversification (Ghosh, 2015). In Indonesia, Rachman 
et al. (2018) researched the various banking factors affecting 
NPLs, including income diversification. They conclude that 
these factors do not influence NPLs, apart from income 
diversification which was found to exhibit a negative 
relationship with NPL. 
 
Data and Methodology 
 
The data for this study consist of bank-level data which is 
sourced from balance sheets and income statements of the 
individual banks. The banks data were extracted from 
Refinitve database.  Eight different types of banks are used for 
analysis from the time period ranging from Q42017-Q32022. 
This period is taken because it has never been considered in 
previous studies to assess the NPLs in the banking sector in 
Qatar. Previous studies have only considered the period 
ranging from 2000 to 2016 in different studies by (Saif-Alyousfi 
et al., 2018). Therefore, studies on assessing NPLs, 
considering data from recent years, are lacking. Therefore, in 
this study, we attempted to evaluate the determinants of NPLs 
from the period ranging from 2017-2022. 
This period is considered due to the availability of sufficient 
data for the analysis of variables. One advantage of the panel 
data is that it decreases the multicollinearity among variables 
and enlarges the number of observations and degree of 
freedom (Boudriga et al., 2010b). Panel data is also helpful in 
identifying the bank-specific factors and unknown observation 
differences among individual banks (Ghosh, 2015). In this 
study, we considered the banking sector of Qatar. The NPLs 
are considered as a dependent variable and measured as 
NPLs ratio, while profitability, income diversification, capital 
and operating efficiency were considered independent 
variables with money supply and oil price as control variables. 
Definitions of variables Definitions of dependent and 
independent variables under study are given as follows: 
 
NPLs 
 
NPLs are the loans that borrowers have defaulted. The IMF 
(International Monetary Fund) defines NPL as a loan which is 
not paid and does not generate interest and the principal 
amount for a minimum of 90 days. Loans become NPLs if the 
principal amount and interest are not paid on the due date and 
payment in the future is not possible. In our study, we 
measure the NPLs as the ratio of NPLs to total loans. 
 
ROA 
 
ROA measures the profitability of banks, and the net income 
to total assets is usually used as the proxy (Rajan, 1994). A 
higher ROA shows stability in the financial position of the 

banks, and hence investment in risky loans is contained.  
 
Income diversification 
 
Income diversification measures how the capacity of the bank 
to generate income from multiple sources and is usually 
measured through a ratio of non-interest income by total 
income (Louzis et al., 2012).  
 
Bank capital 
 
The Capital Adequacy Ratio(CAR) measures the resilient level 
of the banks. It determines the bank's capacity to withstand 
any abnormal losses and its resilience to absorbing shocks 
that may occur within the economic and financial system. 
Thus, the survival of banks hinges is linked to their ability to 
provide and maintain a minimum CAR ratio. The CAR is 
usually calculated using the ratio of total equity to total assets 
(Makri et al., 2014).  
 
Bank efficiency 
 
Operational efficiency is the characterization of the cost 
function of a bank. The ratio assumes that boosting banks' 
income should move in tandem with cost minimization to 
achieve a similar level of output (Daley and Matthews, 2009). 
This is usually measured through non-interest expense 
divided by non-interest income.  
 
Econometric Model 
 
We used STATA statistical software foranalyzing the 
data.Various models are available for analyzing the panel 
data, such as OLS, fixed-effects and random-effect models. 
To test the relationship between the NPL of banks and the 
variables described, the OLS linear regression model in the 
following form is used based on the studies by (Khan et al., 
2020) and Louzis et al, 2012: 
 
 
     
                                 
                                                         

 
Where      =denotes the NPL ratio for bank is in period t.     
denotes the intercept.               shows the loan growth of 

the bank of the individual banks in time period t.               
denotes the operating efficiency of the bank in period t. 
          denotes the capital of the individual bank for period t. 
while diversification shows the income diversification of the 
bank for time period t. t represents the period from Q42017-
Q32022, and I represents the banks.The lagged independent 
variable L.NPL is not significant, therefore, the hypothesis that 
the NPL are persistent is rejected. Hence, there is no need for 
a GMM model. Furthermore, the dummy variable Islamic 
(code one for Islamic banks and zero for conventional) is not 
significant, hence it is concluded that bank nature does not 
affect the NPL ratios. 
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                      Table 2: Random effects model for performing the LM test. 

 NPL  Coef. St.Err.  t-
value 

 p-
value 

 [95% 
Conf 

 Interval]  Sig 

LoanGrowth -0.126 0.063 -2.01 0.045 -0.249 -0.003 ** 
ROA -13.419 3.666 -3.66 0.000 -20.605 -6.234 *** 
Efficiency -0.001 0.042 -0.02 0.983 -0.084 0.082  
Capital 0.032 0.235 0.14 0.892 -0.428 0.492  
Diversification -0.018 0.017 -1.09 0.278 -0.050 0.014  
Islamic -0.009 0.008 -1.10 0.273 -0.025 0.007  
Oil -0.008 0.023 -0.35 0.725 -0.054 0.038  
QM2 0.104 0.056 1.86 0.063 -0.006 0.213 * 
Constant 0.082 0.050 1.63 0.102 -0.016 0.181  
 

Mean dependent var 0.029 SD dependent var  0.040 
Overall r-squared  0.254 Number of obs 118 
Chi-square   36.808 Prob > chi2  0.000 
R-squared within 0.079 R-squared between 0.766 

*** p<.01, ** p<.05, * p<.1 
 
 
 
Table 3: Breusch and Pagan Lagrangian multiplier test for random effects. 

NPL[bank_id,t] = Xb + u[bank_id] + e[bank_id,t] 
 
        Estimated results: 
                         |       Varsd = sqrt(Var) 
                ---------+----------------------------- 
                     NPL |   .0015649       .0395585 
                       e |   .0011859       .0344367 
                       u |          0              0 
 
        Test:   Var(u) = 0 
                             chibar2(01) =     0.00 

 
 
 
Table 4: Unit root test for panel level. 

variable  panels   Chi2   P value  

NPL  8  118.502  0.000 

LoanGrowth 8  142.879  0.000 

ROA  8  130.179  0.000 

Efficiency 8  49.317  0.000 

Capital  8  32.652  0.003 

Diversification  8  90.275  0.000 

Oil  8  167.325  0.000 

QM2  8  15.172  0.512 
 

 
 
Fixed effect, random effects, or OLS 
 
To select an appropriate panel data model, first we start by 
choosing between random effects and OLS. For this purpose, 
the Breusch and Pagan Lagrangian multiplier (LM) test is 
used. If OLS is rejected, there is a must to choose between 
random and fixed effects models. 
 
LM test helps to decide between a random effects regression 
and a simple OLS regression. The null hypothesis in the LM 

test is that variances across entities are zero. The results 
show that we cannot reject the null hypothesis and conclude 
that random effects are inappropriate. There is no evidence of 
significant differences across banks; therefore, we can run a 
simple OLS regression. 
We applied the unit root test to each of the variables of 
interest in the study before estimating the model to assess the 
order of integration. The null hypothesis is that all the panels 
contain a unit root. The alternative hypothesis is that at least 
one panel is stationary. Table 4 shows the Augmented Dickey  
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                      Table 5: Summary Statistics of both conventional and Islamic banks. 

 Variable Obs  Mean  Std. Dev.  Min  Max 

 NPL 136 0.034 0.045 0.004 0.369 
Loan Growth 155 0.014 0.055 -0.109 0.386 
ROA 155 0.004 0.001 -0.001 0.006 
 Efficiency 160 0.358 0.110 0.171 0.887 
Capital 130 0.172 0.015 0.144 0.199 
 Diversification 159 0.278 0.229 0.100 2.580 
 Islamic 160 0.500 0.502 0.000 1.000 
 Oil 160 0.023 0.148 -0.550 0.173 
 QM2 160 0.040 0.062 -0.051 0.189 

 
 
 
                    Table 6: Pairwise correlations. 

Variables NPL Loan Growth ROA Efficiency Capital Diversification Oil QM2 

NPL 1.000        
Loan Growth -0.124 1.000       
ROA -0.376 -0.140 1.000      
Efficiency 0.112 0.024 -0.316 1.000     
Capital -0.055 0.014 0.057 -0.299 1.000    
Diversification 0.131 -0.021 -0.530 0.169 0.063 1.000   
Oil 0.042 -0.124 -0.031 0.032 -0.022 -0.039 1.000  
QM2 0.202 -0.046 0.041 -0.046 -0.106 -0.024 0.126 1.000 

 
 
 
                      Table 7. Regression Results of both conventional and Islamic banks. 

NPL  Coef. St.Err.  t-
value 

 p-
value 

 [95% 
Conf 

 Interval]  Sig 

Loan Growth -0.126 0.063 -2.01 0.047 -0.251 -0.002 ** 
ROA -13.419 3.666 -3.66 0.000 -20.686 -6.153 *** 
Efficiency -0.001 0.042 -0.02 0.983 -0.085 0.083  
Capital 0.032 0.235 0.14 0.892 -0.433 0.497  
Diversification -0.018 0.017 -1.09 0.280 -0.051 0.015  
Islamic -0.009 0.008 -1.10 0.276 -0.025 0.007  
Oil -0.008 0.023 -0.35 0.725 -0.055 0.038  
QM2 0.104 0.056 1.86 0.066 -0.007 0.214 * 
Constant 0.082 0.050 1.63 0.105 -0.018 0.182  
 

Mean dependent var 0.029 SD dependent var  0.040 
R-squared  0.254 Number of obs 118 
F-test   4.090 Prob > F  0.000 
Akaike crit. (AIC) -443.016 Bayesian crit. (BIC) -415.309 

*** p<.01, ** p<.05, * p<.1 
 
 
 

Fuller test that all variables comply with the unit-root test and 
are stationary at I(0), apart from QM2 which is stationary at 
I(1). 
 
 
Findings and discussions 
 
Descriptive Statistics 
 
Table 5 summarizes the descriptive statistics of both 
dependent and independent variables including NPLs, ROA, 

capital, loan growth, operating efficiency and income 
diversification of commercial banks, oil and money supply 
throughout 2017–2022. The observations in this study are 136 
for the dependent variable and 130 to 160 for the independent 
variables. Table 5 shows that the mean values for NPLs, 
ROA, capital, loan growth, operating efficiency and income 
diversification of commercial banks were 0.034, 0.004, 0.172, 
0.014, 0.358, 0.278, respectively. NPL standard deviation was 
0.045, with a minimum value of 0.004 and a maximum value 
of 0.369. The minimum value for ROA standard deviation was 
0.001, with a maximum value of 0.006 and a minimum value
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of -0.001. On the other hand, the standard deviation for 
operating efficiency was 0.110, with a minimum value of 0.171 
and a maximum value of 0.887. In the case of capitalization, 
the minimum and maximum values stood at 0.144 and 0.199, 
and the standard deviation of 0.110. Finally, the income 
diversification variable has a maximum and minimum value of 
0.100 and 2.580, with a standard deviation of 0.299, 
respectively. 
 
Table 6 shows the correlation matrix between the dependent 
and independent variables for the combined sample of 
conventional banks and Islamic banks. No problem of 
multicollinearity between dependent and independent 
variables was found because the values of all the variables 
were less than 0.80, suggesting that there will not be 
multicollinearity. 
 
Regression Analysis 
 
CONCLUSIONS 
 
This study aims to find out the impact of bank-specific factors 
that determine the rate of NPLs and controlling for some 
macroeconomic variables in Qatar. This was done using 
quarterly data from four each of Islamic and conventional 
banks within Q42017-Q32022. The OLS model shows that 
loan growth and ROA significantly and negatively impact 
NPLs. This indicates that the profitability and loan growth 
ofbanks increase will decrease NPLs in Qatar. Also, the level 
of NPLs increase is influenced by the money supply within the 
Qatari economy. More importantly, there is no significant 
difference between bank-specific determinants between 
Conventional and Islamic banks in Qatar. The findings imply 
that policymakers should put measures in place to ensure that 
profitability and loan growth are monitored to ensure that they 
drive down NPL to ensure the sustainability of the banking 
sector in Qatar.    
This study has some limitations that need to be considered. 
Firstly, the indicators used as proxies for the bank-level 
determinants were not exhaustive with limited period of 2017-
2022. Consequently, more datasets and variables may be 
used in future studies to improve the robustness of the study. 
In addition, other economic factors, such as real production, 
stock exchange variables, can also be used in future studies 
along with banking variables as elements of NPLs for more 
understanding. Moreover, Islamic and conventional bank's 
behavior needs more study to understand how these affect 
NPL evolution, especially in jurisdictions where Islamic banks 
are becoming systematically important, like Qatar. 
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