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Figure 1 Comparison of GDP Growth Rate & CPI between the Mainland China and Hong Kong
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SIS RER —FENER, AHE—SE%.

R2 BXTENERESIT
Table 2 Descriptive Statistics of the Relevant Variables

S L ( o P M GRAT L) REEBE (FUESRATAL)
2002 4E~2006 iF 2007 4 ~2013 4F LT 2002 4E~2006 4E 2007 4E~2013 4E A
wiE  kz mE ez PR wmE ez smE mez PHE
LOANGR 3.722 23. 800 2. 722 15. 298 0.702 5.325 33.030 2.744 19. 340 0. 495
RWAR 0. 560 0. 083 0.577 0. 069 0. 141 0. 565 0. 091 0. 595 0. 106 0. 042
CBR 1.937 3. 966 2.975 1. 690 0.010 6. 058 2.911 4,928 2.563 0.012
SIZE 8.271 1.616 9. 467 1.449 0. 000 7.110 1.211 7. 679 1.252  0.001
ROAA 0. 467 0. 424 1. 049 0. 280 0. 000 1. 337 0. 420 1. 083 0. 538 0. 001
SDR 0. 540 0. 626 0.914 0.472 0. 000 2. 800 1.762 2.462 1.312 0.278
BLIQUID 17. 547 4, 181 32.927 8.370 0. 000 30. 252 9.129 30. 679 11. 589 0. 818
CIR 47,737 19.000  35.675 6.875  0.000 40. 781 10. 078  46.755 17.032  0.011
MLIQUID 1. 594 0. 031 1. 748 0. 157 0. 000 3.075 0.213 4, 094 0. 351 0. 000
CRS5 0. 583 0. 031 0. 501 0. 020 0. 000 0. 825 0. 005 0. 812 0. 029 0. 001
GDPR 4,706 0.113 4, 698 0.015 0. 000 4, 631 0.043 4, 655 0. 003 0. 000
cPr 4. 620 0.015 4. 639 0.002  0.000 4, 599 0. 020 4. 637 0.015  0.0004
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4 SLIRBANERIM
4.1 BEDIWER

)XW S ERT , AWM SHNNINTE
16 30 A7 KO- B T BE X T oMl 4R AT 1 KRR Y B
FENGHAEBRERLES. S EBBTRT

AR AL FER AR A NEE SR
O ERNEZE SRR M — 5] A B EK
JOL B U EE 72 A R RD R G 3 A AU HE AT X bE 4 T, G
i X A R BT G 45 SR B bR — 2P SR AR B
WIER T 15t .

RI BEFOANERBBAEELEHSER
Table 3 Panel Difference-in-Differences Regression Result Based on Model (1)

gy sy
R LOANGR RWAR CBR
A A, Ay B, B, B, C, C, Cs
- 5.014  176.300 310.800  0.552°°° 2.628°"° 2.665°°°  2.099°° -12.260 5.419
T (3.894) (185.200) (195.700) (0.017) (0.911)  (0.967)  (0.719) (20.390) (10.470)
. 0.021  -1.318 0.006  0.032 4.141"*  0.900
' (5.434) (11.360) (0.027)  (0.058) (0.973)  (1.134)

. -2.292  5.139 7.849 0.023  -0.006 -0.005 0.873  1.602°" 1.728°"
; (3.109) (7.546) (7.941)  (0.016) (0.021) (0.026)  (0.652) (0.665) (0.774)
% o 0.002 -3.869 -8.634  0.013 0. 047 0.054  —2.201"*" —1.868°** —2.087"
Y (5.375)  (7.282) (8.982)  (0.024) (0.029) (0.037)  (0.731) (0.688)  (0.827)
o ~5.795* -13.300" -0.007 - 0.004 —0;472° =1,228"

(2.279)  (7.671) (0.007)  (0.027) (0.249)  (0.701)
ot 4.330 5.070 0.024  0.030 1.249**  1.170***
i (3.656)  (4.130) (0.025)  (0.027) (0.476)  (0.303)
- ~2.646  —2.588 0.022°**  0.017"** ~DUFAG" 0451
(1.747)  (1.562) (0.005)  (0.006) (0.144)  (0.121)
HEOTD -0.187 -0.171 ~0.0001 - 0.00008 -0.002  0.021
(0.194) (0. 145) (0.001)  (0.001) (0.018)  (0.014)
CIR 0.168  0.255" 0. 001 0. 001 0. 022 0.015
(0.154)  (0.121) (0.001)  (0.001) (0.015)  (0.013)
i -0.172  6.172 -0.013  -0.022 -0.354  0.222
: (3.050)  (6.294) (0.024)  (0.031) (0.342)  (0.435)
- -9.611 - 50.260 -0.291*" -0.283" 5.827*  3.260
(27.300) (37.900) (0.128)  (0.160) (3.380)  (3.484)
i 4.763 4,182 -0.224 -0.233 -2.431 -3.153"
(37.860) (35.500) (0.190)  (0.185) (1.860)  (1.594)
- -30.750 - 35.610 -0.177 -0.174 5.510 3.974
(37.670) (38.980) (0.176)  (0.166) (4.047)  (2.955)
WAL 419 264 264 413 263 263 382 259 259
M
E
0.208 0. 101 0. 286
R

E:OEFT P REAFLRE; AL EHFATFTEHR, "HESUHEHFARTFTRR,""HEICHEFATTE
F.TR. Q@ FTHSEFT(HHNAYTEARRAT)2004 F O HBHEERD T ENSE  EFRARLTHRANLTMALR,

—Flalﬂ
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WEABFE-—CBENISERG; EFAKHE
REEMABTEHERNEEXS, WEE 4504 &
B: M FF 5 iy IE #% i, & W3 77 X 4R B 1 BE W7 6B i 2
HETEIERENER BAFAEE HREFS
MEMERIERIMNMNERE. U, AHRNEE
i 5 A7 2GR e i R A 7 X R ol 4R AT BRIk 45 1 A
R =dERMEWE. K REARAKNFSS
MM, HFHES M BEKETEE. AR
=, RIS S B R, 7 10% 1K B & KP
ThHERE EEKERME,

FE #3149 B, 51| ~ B, F tf | LLRUER i AR %% 7 b ZR A
R AR B, 2 5 1F SKOR IR ) RE Y B S X R AT BT
PR R, f R IE A R AT, BLE 2 Al i A
BAHE,FAEEFIRRHELSMBBITHAR KR
WA A BT, (B R B E W B E KT H
ARE AHDEEGHERARHELRSEH
BITHFERRE=NLS L.

ERINCH ~CF RS LR
WA S PR EENR. HEESERTHM,7E3
MZETHNEESGITTEBMASH A, BRE
Giit b B, 150 E AR B B R S BT AE Sl
THELBETHERAZERHIT N, 5 RTHER
il % E A E RS, B2, ECMC,HH P, T.H
BIHZEBHHNIE, AES%H B EKFEFEE, Bk
X IR 4R AT IR F X ORI ) BE AR LT T BOR
EMEFEMNEAZENNTN. XTEEHTZ
FHMBIT N THEII LT MARTEALS EY. B
R, ATHEHRERHERZ LI ZBITHRFIRELZ
LR EEREME ST IR B — L RE,

4.2 BREELIW

FERIMMGHERD REAHTMAT — 24
HZEA B R M E R wm, Hit,
WEMU LA ERMBEESETRE, FEIEY
T i BE 95 6 4F 7y 2Z A, B A R B A 4 R vt R
4 2 |6] F7 76 AR Rl g iE 3o

A, A 9T vk R B §E AT ) 5C M 4F 1 4 2005
AE N 2006 4EFE M BEAGE My ERE RIS R AR R
BYEERE b b B A A BRAA S T M E E . BB
it M K 30 A9 45 SR WLk 4.

FAH ()3 ~ (3)FU KW % 58l & LMl , BE 3K
AR R KR MAE P R RS
T AR AR B AL E A A S X B 2 )
REGEREER. HP , AMRXENESAE
1it D, 5 4F {3 i 0125 fit “2006 4F " 38 BT R B, HA
BT 2006 453 I 45 b 14 A5 4k 7E AL 38 4 5 o R4 2 ]
BREGFERBENES . £ ()T (2)5] % b5 5K B
HMEEMABRMREFLRAOER P, XE M
B EE REAREA ST F AR E M, BRI

®4 BEUERE
Table 4 Robustness Test
iR R
mEArE LOANGR RWAR CBR
(1) (2) (3)
o 2. 964 0.557** 7o)
R (1.912)  (0.003)  (0.111)
— -2.256 0. 005 0.583
(6.839) (0.007) (0.346)
D, x 2006 4 4,099 0. 004 = Tip1ome®
(7.416) (0.012) (0.401)
WME(H
77 73 68
L
e
0. 008 0. 043 0.234
B

o A7 FOR B ) R O 2 AT, T A kA XY R
MGHEAZRARAGEREER RIXTEN
G RER N EN, AR EEKEM
KRB EE R RS RRMET A IR,
MEG)HH, ZEMYRBE1%2REKTFTREE,
221 2006 4F 4b F A BE ARG v i AE AL B B T % R
Ho, XATREELW EXCFHEKHN, B ENBBGTE
HAMANR) E WA EEATEN,

BARRE, BT T 2006 4F LLJG £ i #h 58 %8 A 19
A7 O {7 i BE S i 2 0 R B PN M SR AT B W AR v i
ERAEBANEFHEE R &S F W, 5 R
Xt B A) b TR B R AR S BT T
2006 4F Rij |- 7 s {8 ¥E A 22 vh bb B AE b T 4E 4 B B
SR, RA S AR B
b, yTHEBR W RABTRAZ ML RRE
Xt i 1 25 5 T BB o R B R, AR BF g8 AR AR o B B
7€ 2006 4 LA & L 7 f B P9 Hb R 47 LA Tk 2006 4§ b
H M ARAT LW RTE A R, R EE (DR ER L
MEAGEWERBEHHTER, LERALKS, S£3
G H ~C B2, RSP (1)F] ~ (3)FIKIKR
AMMEBEZESELY AESEHNTEANNEZSHED
i — 2B 5] A [ 58 %O Y BUE 2 4 A,

B S ASE (2) 0% (3) A1 0, B () i 40028 B 7,
BIHRBAHIE, SHBRFEARRE -, BEBEFN
B T R, AT UL AR [ P9 SR AT B b T AT O R S [
R RERT —EMEW. ZEMWD,-T, M R E 55
TE 19 10% #y 3% K F F B 3%, 2 8 7€ B Bk £ A&
Ja TR R B X T 4R AT 080 R AR vh i Y w4
REE. Bib, TR SR ki,
4.3 BRINE—BTR

MEIMERERATHM, BTUETEAREE
b 45 38 £ KR B BY ma 9 R — B, B K A9 4B A7 M
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R5 MREFRCHANEESINEER(CBR)
Table 5 Difference-in-Differences Test Result
with Samples Eliminated Partly ( CBR)

WA Rt CBR
MRTR
(1) (2) (3)
2,846 -0.254 12. 000
HHIW
(1.194) (21.900) (9.832)
7 3.395°" 1. 074
! (1.363) (1.244)
r -0.201 1. 161 1. 069
! (1.045) (0.735) (0.906)
— -1.129 =1 RI2ME =1,635"
B (1.097) (0.670) (0.896)
- 0.204 -0.707
SIZE
(0.253) (0. 865)
A 0. 867 1. 094
(0. 458) (0.355)
-0.287 - 0.499***
SDR 0. 499
(0.177) (0. 142)
-0.002 0.016
BLIQUID _
(0. 021) (0.012)
o 0.032 0. 033
(0.017) (0.014)
MLIQUID -0.108 0. 069
(0.349) (0.465)
4, 990 5. 064
CR5
(3.310) (3.317)
-2.839 —4.314**
GDPR
(1.761) (1.520)
2.810 2.522
CPI
(4.621) (3.171)
WEEAE
310 213 213
L
A
41;‘{.:. 0.245
e BE

FTAHBLE M EARE AT 0 MRATAES A%
FE 38 5 R 5, B BE B K AT B ) T R B A
Mo RIFATEEM A KA GEE " HIL P A RE
AR RT R ARBTNORS. B, A
TH—HRERTHEX — B RERF SRR EE
37 R P EF X R AT I8 KRS BT R 1 1R A, A B T v
BRAGAT R BB, BRITARENS — o d
AR CNTEEEY RN — A S/ ER AN A
REW., BREHEEN

M, =B+ B D+ BT, +B:(D,-T,) +
Bi(D;-T -SIZE,,) +¥Z, +a; +¢&,, (2)
SMAARE,ZE ()R PZ N HIERETHEL
e W H A E Rl R, WD, -T,-SIZE, , 119 B H & £, 2
AR RO EDMGITE, BT 7R E
A 3 S o R AT O XL 1 R o R 7 £ B R R AT R
MAEMAER., RoGHET ()M EHMIHE
F, (D)F] ~ (3)5 R UK LA BF B A 38 < 2 | KB i A
BE 7 b B0 RN BT AR o b 3R PE Oy B AR BRI Rt I A A
R AEfLatr, S HRAQESERNEEMEST
(B 78 RN Y R 25 AP A

®6 BFQ)XNNAVEELBITSR
Table 6 Difference-in-Differences Regression Result
Based on Model (2)

WERAE
B LOANGR RWAR CBR
(1) (2) (3)
105.000  2.456***  -20.400
HBR (230.100)  (0.886)  (24.890)
. 4.249 - 0.007 1.327*
* (6.999) (0.024)  (0.625)
P —43.590**  0.139 -0.678
' (19.500)  (0.153) (1.209)
D.-T -SIZE,, 5.234 -0.010 - 0. 100
’ (2.337) (0.019) (0. 104)
4.766 0.032
ROAL 1.276
(4,301) (0.028) (0.344)
—-2.770 .016"*  —0.495*"
SBR 0.016 0. 495
(1.687) (0.006) (0. 142)
BLIQUID -0.471 -0.0002 -0.006
(0.280) (0.001) (0.022)
B 0. 345 0. 001 0. 028
(0.200) (0.001) (0.022)
- 6.964 -0.022  —0.794*
MLIQUID
(5.019) (0.028) (0.435)
-4.767 -0.258**  8.475*
CR5
(32.220)  (0.123) (4.231)
3. 688 -0.225 -2.510
GDPR
(37.560)  (0.175) (1.906)
-22.190  -0.148 6. 464
CPI
(38.260)  (0.186) (4.428)
ARZE (5 264 263 259
& 0.162 0. 104 0.231
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The Empirical Research into the Effect of Deposit Insurance
System on Commercial Banks” Moral Hazard

Wang Xiaobo' ,Liu Wei' ,Xin Feifei’
1 School of Economics & Management, Tongji University, Shanghai 200092, China
2 School of Transportation Engineering, Tongji University, Shanghai 201804, China

Abstract; How the deposit insurance system impacts commercial banks’ moral hazard is an important research topic. Especially
in 2015, China's launching deposit insurance system further enhances the importance and urgency in relation to this study.
Scholars worldwide have also done quite a few theoretical and empirical studies on the effect of deposit insurance system on
banks’ moral hazard, and yet its applicability to China is limited because of the particularity of the banking system in our coun-
try. Thus, there exists a necessity to explore how to configure deposit insurance system to control banks’ moral hazard.

To compensate this deficiency, in the framework of a natural experiment, this paper, first takes financial data of main commercial
banks in Mainland China and Hong Kong from 2002 to 2013 as research objects. Then it examines how the introduction of deposit
insurance affects banks’ moral hazard by using the deposit-insurance scheme introduced into the Hong Kong banking system in
2006 as an exogenous change. This study employs a difference-in-differences( DID) estimation method, from the three perspec-
tives of credit behavior, asset structure and equity capital respectively to test the effects by taking advantage of the synchronicity
that Mainland China and Hong Kong have shown in dealing with external shocks. The results indicate that; (Dthe deposit insur-
ance system wouldn't lead to excessive credit of commercial banks; it even could inhibit their excessive credit behaviors, and the
inhibition is more obvious for small banks; @there is no obvious evidence that deposit insurance system would motivate banks to
hold high-risk asset portfolio; @Finally, we find strong evidence of moral hazard following implementation of deposit insurance in
the form of decreased capital buffers. Simultaneously, it is concluded that, under the current banking supervision system, the in-
fluence of deposit insurance system on commercial banks’ moral hazard has shifted from asset business to liability business.
Based on the research findings and the Principal-agent Theory and considering the main differences of regulatory environment in
Mainland China and Hong Kong, we propose that the deposit insurance's function orientation should be a risk-minimizer; and the
regulatory system should translate to risk-based regulatory system and maintain an appropriate degree of flexibility. This paper en-
riches and expands the related empirical research on deposit insurance and banks’ moral hazard for China. And it also has impor-
tant practical significance for clearing the specific form how deposit insurance system influences commercial banks’ moral hazard ,
and develops more targeted risk-control strategies.

Keywords ; deposit insurance system; moral hazard ; natural experiment ; difference-in-differences model ; banking supervision
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