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Variable Abbreviation Measurement Formula Expected Sign 

Dependent Variable (Profitability)       

Return on Assets ROA Net Income / Avg. Total 

Assets × 100 

Dependent 

Independent and Moderating 

Variables 

      

Gross NPA Ratio GNPA Gross NPAs / Gross 

Advances × 100 

 

Capital Adequacy Ratio CAR (Tier 1 + Tier 2 Cap.) / 

RWA × 100 

Positive (+) 

Control Variables (Bank-Specific)       

Net Interest Margin NIM 

Expense) / Avg. Earning 

Assets × 100 

Positive (+) 

Cost-to-Income Ratio CIR Operating Expenses / 

Operating Income × 100 

 

Loans-to-Assets Ratio LTA Total Loans / Total Assets × 

100 

 

Equity-to-Assets Ratio ETA Total Equity / Total Assets 

× 100 

Positive (+) 
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 Results and Analysis 

 

 

 

 

Variable Mean Median Std. Dev. Min Max 

ROA (%) 1.26 1.2 0.7  3.25 

ROE (%) 15.02 15.71 7.58  42.94 
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GNPA (%) 6.68 3.94 7.33 0.55 35.28 

CAR (%) 14.51 14.32 3.9  25.2 

NIM (%) 2.92 3.12 1.46  5.55 

CIR (%) 51.75 50.09 13.11 25.3 94.01 

LTA (%) 56.17 59.99 13.93 27.45 76.6 

ETA (%) 8.4 8.23 3.15  17.72 
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Variable Model 1: Model 2: 

Direct Effects Interaction 

GNPA  0.0264 

-0.0125 -0.0328 

CAR   

-0.0201 -0.0288 

GNPA × 

CAR 

  

-0.0021 

NIM 0.2143*** 0.2735*** 

-0.0635 -0.0711 

CIR   

-0.006 -0.0059 

LTA   

-0.0059 -0.0058 

ETA 0.0866*** 0.0830*** 

-0.0178 -0.0177 

Constant 1.5420** 0.894 

-0.612 -0.674 

R² 0.579 0.593 

Adj. R² 0.552 0.562 

F-statistic 21.36*** 19.22*** 
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Country Mean 

ROA 

Mean 

GNPA 

Mean 

CAR 

GNPA-

ROA 

Correlation 

India 1.16% 3.61% 14.87%  

Bangladesh 0.85% 14.22% 11.79%  

Sri Lanka 1.32% 3.59% 14.65%  

Pakistan 1.09% 9.71% 19.46%  

Nepal 1.91% 2.30% 11.80%  
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