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Abstract: Non-bank financial institutions (NBFIs) play a crucial role to resilience the
economic activity through the acceleration of additional financial services besides the
banking sector which helps to achieve the desired growth and development of a country.
Considering the importance of NBFIs, the study attempts to examine the effects of risk
levels on the performance and investigate the determinants of performance of NBFIs in
Bangladesh. For the empirical analysis, the paper has been applied panel data analysis
technique on collected data for the periods of 2014-2018 from 21 selected NBFIs which are
listed in Dhaka Stock Exchange (DSE). The estimated results of risk index show that the
selected NBFIs are safer that incurs less probability for insolvency. The results of the
panel regression analysis show that the performance of NBFIs in terms of Return on
Equity (ROE) and Return on Assets (ROA) is significantly influenced by the firm specific-
factors like risk index, total assets, squared of total assets, leverage ratio, real interest rate
and the interaction between risk levels and total assets, while the macroeconomic specific
factors like inflation and GDP growth rate are positively associated with the performance
of NBFIs in Bangladesh.
Key Words: Non-Bank Financial Institutions, Risk Index and Probability of Insolvency,
Risk and Performance, Determinants of Performance, Bangladesh.
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2. REVIEW OF LITERATURE
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3. RATIONALE OF THE STUDY
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4. OBJECTIVES OF THE STUDY

5. THE METHODOLOGY OF THE STUDY

5.1. Population, sample and data source

5.2. Performance Measures
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5.3. Construction of risk measurement index
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6. STRUCTURE AND PERFORMANCE OF OVERALL NBFIs IN
BANGLADESH

Table 1
Trends in Structure of NBFIs in Bangladesh

  2012 2013 2014 2015 2016 2017 2018*

Source: 

Table 2
Trends in Assets, Liabilities, and Deposits of NBFIs (In Billion BDT)

  2012 2013 2014 2015 2016 2017 2018*

Source: Annual Report-2017-18, Bangladesh Bank.
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* 
Source:

Chart 1 : Trends in Assets, Liabilities and deposits of NBFIs

Table 3
Trends in Total Loan/Lease and Classified Loan/Lease(In Billion BDT)

  2012 2013 2014 2015 2016 2017 2018*

Source: 
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* 
Source: Annual Report-2017-18, Bangladesh Bank

Chart 2 : Trends of Total Loan/Lease and Classified Loan/Lease

Table 4
Trends in Profitability of NBFIs (In Percent)

  2012 2013 2014 2015 2016 2017 2018*

Source: Annual Report-2017-18, Bangladesh Bank.
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7. EMPIRICAL ANALYSIS

7.1. Risk levels and the probability of insolvency of selected NBFIs

Table 5
Risk index and the probability of insolvency for selected NBFIs in Bangladesh

Year Value of Risk Index (RI) Probability Value of Insolvency (P)

Source:

Source:

Chart 3: Profitability Trends of NBFIs
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7.2. Descriptive Statistics

Table 6
Descriptive Statistics

Variables Mean Value Standard Deviation Minimum Maximum

Source:
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7.3. Correlation Analysis

Table 7
Correlation matrix for the key independent variables

Variables RI SIZE SIZE2 AGE LEVERAGE RIR IR GDP

Source:

7.4. Regression Analysis
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Table 8
Fixed-effects regression for dependent variable ROE

Independent Variables Coefficients Robust Standard Deviation t-statistics p-value

Source:

Table 9
Fixed-effects regression for dependent variable ROE

Independent Variables Coefficients Robust Standard Deviation t-statistics p-value

Source:
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Table 10
Fixed-effects regression for dependent variable ROA

Independent Variables Coefficients Robust Standard Deviation t-statistics p-value

Source:
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Table 11
Fixed-effects regression for dependent variable ROA

Independent Variables Coefficients Robust Standard Deviation t-statistics p-value

Source:
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8. FINDINGS OF THE STUDY

9. CONCLUSION AND RECOMMENDATIONS
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