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Capital Constraint, Non-interest Income and Bank Risk-Taking
Based on Empirical Research of GMM
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Abstract: With the implementation of the deposit insurance system, the process of interest rate
liberalization is gradually coming to the end, which will make the interest spreads of deposits and
loans narrowed. In the future, there will be significant changes in business structure of banks which
would have important influence on the implementation effect of monetary policy through affecting
the banks risk-taking. The relationships among the monetary policy, the bank risk-taking and the
characteristics of banks were analyzed by using a dynamic model and the systematic GMM
(generalized method of moments) estimation method,based on the data of 46 domestic commercial
banks. The results show that banks with different features have different influence on the
mechanism of bank risk-taking.and especially the affection of non-interest income is so significant
that couldn’ t be ignored. Nowadays, under the background of interest rate liberalization, the
monetary authorities should formulate differentiated monetary policy based on business structure

and some other variables of banks.
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Fig.1 Influence of non-interest business

income on the bank
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Tab.1 Descriptive statistics of variables

A WEEhE HE FrifEE &/ME SN
NPL 420 0.028 503 6 0.047 129 1 0.001 8 0.267 3
LLR 419 0.027 753 8 0.011 685 2 0.006 314 0.085 827
MPR 506 0.136 550 59 0.039 114 7 0.075 0.203 6
MPI 506 0.028 766 9 0.008 210 4 0.012 347 9 0.040 832 7
CAP 417 0.117 135 4 0.042 777 6 -0.157 2 0.303 672
SIZE 409 18.934 21 2.312 212 3 12.019 8 22.438 2
LTD 506 0.641 993 6 0.080 756 2 0.3714 0.884 123
NII 429 0.159 332 0.111 086 4 -0.053 44 0.623 808
GDPG 506 0.095 838 5 0.014 281 6 0.074 134 2 0.118 755 4
HOUSEG 506 0.095 417 2 0.061 736 9 —0.016 542 3 0.231 842 1
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Fig.2 Trend fitting figure of the occupying ratio of

non-interest business income

Or o poksex
e 301 BBAS | .
f20F s .
% joli i b
%_;' [ H . . .
Kook ooa .
'\S:\—IO—
-920 S S SO S S S
2004 2006 2008 2010 2012 2014
2005 2007 2009 2011 2013
Ay

B3 BRARREXEBWEE
Fig.3 Trend fitting figure of capital adequacy ratio
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Tab.2 Empirical results of the model 1

W B As i NPL MPR MPI
0.439* ** 0.447* **
NPL;, ;-1
(3.46) (302
—0.536" *
MPR,
(—2.32)
~0.244" ~0.337"* *
CAP;, ;-1
(—2.53) (=2.73)
0.145** 0.109
LTD;, ;-
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-0.127*~ -0.133"
SIZE;, ;-
(-1.89) (—=1.83)
0.345* 0.333
GDPG
(1.82) (1.52)
0.008 68* 0.018
HOUSEG
(—1.80) (0.82)
-0.013* *~* -0.018 3" **
NII;, -1
(—2.98) (—3.34)
-0.973* % *
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(—3.00)
0.062 1 -0.0617
CONSTANT
-0.063 8 -0.061 3
WS 320 320
Sargan(p {&) 0.172 2 0.203 2
AR(2) (p f8) 0.788 3 0.863 3
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Tab.3 Empirical results of the model 2

Wi Ar # NPL MPR MPI
0.436* * * 0.455* * *
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