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Abstract

Credit risk is a major risk for banks, and it can have a significant impact
on their profitability. This study examines the impact of credit risk on the
profitability of US banks using a sample of 40 observations for the period
from 2018 to 2021 using secondary data. The data was collected from
annual reports from banks websites. To measure credit risk, capital
adequacy ratio (CAR) and non-performing loan ratio (NPLR) are used,
return on equity (ROE) and return on assets (ROA) are used to measure
profitability. According to panel data regression, The data analysis reveals
that credit risk has no significant impact on profitability which means that
it is a limitation in accordance to my data analysis. Banks with higher
levels of credit risk have lower levels of profitability. This is because
higher levels of credit risk lead to higher levels of non-performing loans
(NPLRs), which reduces the amount of interest income that banks earn and
increases the amount of loan loss provisions that banks must make. Future
studies should consider inspecting a specific region instead of conducting
a study on banks located in several regions, which could be detrimental for

the research.
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