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Bank efficiency in emerging Asian countries
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5. Conclusions and policy recommendations

This paper analysed the relationships between market concentration, bank competition and bank efficiency for the six
emerging Asian countries pre- and post-GFC. Our results indicate that market concentration has a significantly positive
effect on X-efficiency, providing evidence against the QLH for these six Asian countries. On the other hand, there appears
to be a significantly positive association between Lerner indices and X-efficiency, suggesting that competition is negatively
associated with X-efficiency, in line with the IGH. Two possible reasons for this are that banks compete fiercely to capture

market share and attract bank depositors by increasing their mobilising interest rates, thus increasing costs and decreasing
X-efficiency; and second in more competitive markets, banks’ probability of adverse borrower selection increases and they
need to expend more resources to monitor their borrowers and treat non-performing loans, thus decreasing X-efficiency.
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