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The inter-linkage of corporate governance between credit risk and 
bank spread: empirical evidence from banking sector of Pakistan 

Ifraz Adeel 
The university of Lahore Pakistan, Pakistan 

ifraz.adeel@qec.uol.edu.pk 

 
Abstract Purpose. The main purpose of the 
study was to explore the impact of the cor-
porate governance on the financial perfor-
mance of the banks and credit risk. Total 
sixteen banks were selected from the public 
and private sector. Methodology: To meas-
ure the financial performance of the banks 
following proxies of the performance ratio 
were used; ROA, ROE, NPM and the EPS. 
The credit risk was operationalize as ratio of 
nonperforming loans. While the independ-
ent variables of the study, corporate gov-
ernance was explored with the help of the 
following variables; board size, board inde-
pendence, board meetings, firm size and 
the firm age, gender diversification, audit 
committee meeting. For the sixteen banks, 

ten years data for each variable were gath-
ered from the annual reports of the banks, 
which were retrieved from the official web-
sites of the banks. Descriptive statistics and 
the correlational analysis were applied on 
the data along with the regression. The E-
views 7.0 was used to analyze the data with 
the Econometric analysis. Findings: The cur-
rent study concludes that overall corporate 
governance significantly impact the finan-
cial performance of the banks in Pakistan. 
Moreover it is also diminish the extent of 
credit risk by effective governing. The study 
also gives recommendations for the mana-
gerial implications and the concerned au-
thorities. 
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