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The Effect of Destination of Loans on the Profitability of
Micro-credit Companies

——An Empirical Analysis Based on Panel Data in Chongqing
LI Zhigang
(School of Finance s Zhongnan University of Economics and Law ,Wuhan 430073, China)

Abstract: Since October 2008, micro-credit companies in Chongqing have successively opened and started lending. Based on the
basic data of destination of loans from 2009 to 2013 of 30 micro-credit companies in Chongqing, it is confirmed the destination of
loans has a significant effect on its profitability by using the method of Granger test.and a multiple regression model is built. using
the Panel EGLS method to measure the contribution of the destination of loans to its profit level. The results show that the con-
struction loans, commerce lending loans, real estate loans,and other fields loans are the main factors affecting its profitability . while
the accommodation and catering loans have the minimal contribution to their profitability. Finally,on the basis of econometric anal-
ysis, the author predicts the micro-credit companies’ profit level from 2014 to 2020 in Chongging and gives countermeasures and
suggestions to promote the development of Chongqing micro-credit companies.

Key words: destination of loans; profitability; Chongqing city; Micro-credit Companies
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