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Table 1 Results for Definition and Descriptive Statistics of Variables
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Table 2 Market Share and Return on Equity of Major Commercial Banks
2007 &£ 2008 4£ 2009 &£ 20104 20114 20124 2013 &
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Table 3 Annual Average Value of Key Variables
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Table 4 Impact of Local Government Behaviors on City Commercial Banks' Risk-taking

CIPER Bl 1 a1 I
Npl  LoanD Liquidity Capital Npl  LoanD Liquidity Capital Npl  LoanD Liquidity Capital
BU T A E#
— -0.002  -0.036 -0.071**" -0.019*  -0.009 -0.017 -0.055°" -0.43°° -0.071°°" 0.188 -0.175°" -0.027
(-0.481) (-L411) (-4.827) (-1.708) (-1.479) (-0.412) (-2.278) (-2.298) (-3.369) (L003) (-2.148) (-1.865)
Defict -0.011 ﬂ,.BS?'" -0.400°""  0.032 0.045  0.714™ -0.2767""  0.215 -0.014 087377 -0.412° 0.032
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Tabsics 0,047 07117 -0.072 -0.2267" -0.034" -0.712777 -0.072 -0.227777 -0.1597° -0.67977 0078 -0.2347"
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Table 5 Impact of Regional Central City Government on City Commercial Banks’ Risk -taking
PSR [l 1 EPERI]
Npl  LoanD Liguidity Capital Npl  LoanD Liquidity Capital Npl  LoanD Liguidity Capital
G
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% (-1.19) (-1.99) (0.142) (L.082)  (-1.185) (-1.954) (0.109) (L0M) (-1.185) (-2.095) (0.147) (1.078)
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Table 6 Impact of City Commercial Banks’ Cross-regional Operation on Risk -taking

EIPSN| BE 1
Npl LoanD Liquidity Capital Npl LoanD Liquidity Capital
BT A At
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Local Government Behaviors and the Risk-taking of City Commercial Bank

YIN Wei, LIU Xiaoxing
School of Economics and Management, Southeast University, Nanjing 211189, China

Abstract ; The risk-taking behavior of a commercial bank in pure market environment is a strategy to make balance between profits
and risk management. However, Chinese city commercial bank were established with the support of local governments. Local
governments have the channel to directly intervene the business decisions of city commercial banks. In addition, most of the ur-
ban commercial banks are operated locally. So the local governments can influence the risk-taking of city commercial banks indi-
rectly. Under the framework of government control and governance behaviors, research on whether the government behavior has a
negative impact on the risk-taking behavior of urban commercial banks is meaningful for the realization of sustainable development
of city commercial banks during the *new normal” period.

Based on relevant theories, the paper analyzes the influence of government behavior on the risk-taking of city commercial
banks with refined the risk into credit risk, eredit supply, liquidity risk and solvency risk. Considering the existence of some en-
dogenous correlations, the Seemingly Unrelated Regression ( SUR) method is used to establish the equation set. This paper ana-
lyzes the impact of local government behavior on the risk-taking of city commercial banks by using the matched data of 45 city
commercial banks and corresponding cities in China from 2007 to 2013.

The research finds that the local government behavior has both positive and negative effect on the risk-taking of city commer-
cial bank. There is no significant relationship between the government shareholding ratio and the eredit risk of the urban commer-
cial bank, but it has a negative effect on the liquidity risk and the solvency risk. The government deficit rate is positively related
to the credit supply of city commercial bank. Besides, the positive governance behavior like government efforts to develop educa-
tion and science technology can effectively reduce the city commercial banks’ credit risk and credit supply. The change of city's
political head can reduce the credit supply as well. Further examinations find that the share-holding of regional central city gov-
ernment on city commercial bank has a positive impact on the bank's risk management. The cross-regional operations of city com-
mercial banks can also enhance their ability to undertake risks.

Keywords:local government behavior; city commercial bank ; credit risk ; credit supply; liquidity risk ; solvency risk
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