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		Abstract

		Drawing on the financial data 0f 21 banks for the period 2004-2011, the current study investigates the role of credit risk in the growth of the banking system. A conceptual model has been developed based on the seven antecedents of credit risk which include credit risk exposure, a loan to equity ratio, non-performing loans to capital, credit monitoring, credit screening, a credit collection ratio and a charge-offs ratio. . Panel data analysis has been performed to analyse the relationship between credit risk and growth of banking system. The results show that credit risk plays a significant role in the growth of the banking system under favourable economic conditions. The study contains important policy implications for growth of banking system in Pakistan. 
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