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(Abstract)

In this paper, we empirically analyze the impact of the increase in card loans and cash
services, specifically short- and long-term card loans, on the profitability and risk of credit
card companies. To achieve this, the study uses a VAR model to analyze the effects of card
loan revenue, cash advance revenue, installment card fee revenue, lump-sum payment fee
revenue, and the benchmark interest rate on the net income and BIS ratio, which is a key
indicator of financial soundness. The VAR model analysis reveals that cash advance revenue,
a form of short-term lending, has the most significant negative impact on the net income of
credit card companies. In contrast, installment card fee revenue is identified as a key factor
contributing to long-term profitability improvement. The BIS ratio is most affected by the
benchmark interest rate; an increase in the benchmark rate leads to higher risks for credit
card companies. Additionally, an increase in card loan revenue reduces the BIS ratio over the
long term, indicating a rise in company risk. In conclusion, while card loan revenue boosts
profitability, it also increases risk. Cash service revenue not only diminishes profitability but
also heightens risk. These findings underscore the need for strategic plans to enhance
long-term profitability and manage financial stability.

Keywords: Card loans, Cash advance, Credit card company, Panel VAR,
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