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ABSTRACT
The government has deregulated and liberalized the setting- up condition of financial institutions since 1990, and the opening of
private banks has made keen competition among these institutions. In particular, under the impact of East Asia Financial Crisis in
1997, it caused a great deal of non-performing loan and led the rising of past-due loan. So the quality of bank asset in our financial
institutions was getting worse. Besides, the finance abuses took place constantly in recent years, the government and the relative
administrators of the financial institution should pay attention to manage those non-performing loans and create the firm value in
order to produce good credit evaluations; If the financier can well control the non-performing loan that the firm value can be better .
This research adopts the samples of 27 listed banks in Taiwan from 2004 to 2006. Regression Analysis Modeling is conducted to
investigate the relationship among non-performing loan, credit risk valuation, and value of industry. The empirical results are as
follows: (1) Non-performing loan enhances capital structure and lessens the impact of credit risk valuation. (2) Raising
non-performing loan has positive effect upon credit risk valuation. (3) non-performing loan has negative impact on Firm value.
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