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Abstract 

We examine the impact of legal cost of contract enforcement on nonperforming loans (“NPLs”) with 
data from 132 countries. In addition, we examine whether this impact is sensitive to the income 
groups of countries and the presence of credit information sharing. We observe a robust negative 
association between legal cost of contract enforcement and NPLs in both full sample and subsample 



analyses. We also observe that in the presence of credit information sharing, the effect of legal cost 
of contract enforcement slowing down NPLs is constrained across all income groups except the low-
income one. 
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