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ABSTRACT
The process of interest rate liberalization and the impact on

commercial banks in the China Mainland

Student : Jiakai Yang Advisors: Dr. Huimin Chung

Dr. Wen-Liang Hsieh

Graduate Program of Finance, Department of Information Management and
Finance
National Chiao Tung University

ABSTRACT

On July 20th, 2013, the People’s Bank of China in mainland had let go of the loan
interest rate limitation, allowed a free float, marking a material step of the RMB interest rate
liberalization; moreover, the deposit interest rate is going to be accomplished in one or two
years, which will be a huge impact on the whole financial industrial in mainland.

The thesis reviews the process of Chinese mainland interest rate liberalization.
Comparing the history of interest rate liberalization in different countries such as the USA,
Japan, and Latin America, this study concludes a number of conditions and security measures
to achieve interest rate liberalization in Chinese mainland. The result on the analysis of 29
countries that achieved interest rate liberalization shows that interest rate liberalization will
raise deposit interest rate, diminish interest spreads of deposit and loan, and increase interest
rate uncertainty; under extreme circumstance it will cause substantial influence on bank’s
traditional business. The thesis selects the profit data and the related risk data of Chinese
mainland’s main commercial banks in the last five years, and discovers that with a mass of
risk exposure, rising interest rate will cause certain impact on state-owned commercial banks.
However, in the process of dealing with interest rate liberalization, the main commercial
banks are transforming actively, continuously increasing the proportion of intermediate
business in overall operation. In the end, the thesis puts forward that in order to cope with the
challenge of interest rate liberation better; the bank should positively reform in management,
human talent and so on. Meanwhile, the government shall enhance its system, on one hand,
promoting interest rate liberalization positively; on the other hand, coming up with a series of
supporting measures so that to overcome difficulties occur in the process of financial reform.
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2012/3/30 2.27 3.05 2.8 2.47 2.48
2012/6/29 2.22 2.43 2.59 2.93 2.96 2.48 2.68 271 247 2.48 2.53
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2060 1% p 0 eI M e FR %

Variable Coefficient Std. Error t-Statistic Prob.
C 87.1532 7.4228 11.7413 0.0000
DV 3.7960 1.2047 3.1509 0.0017
S -3.5144 1.1503 -3.0552 0.0024
INV -4.7287 1.5074 -3.1370 0.0018
M 4.8605 1.1316 4.2954 0.0000
GDP -0.0406 0.1057 -0.3839 0.7013
CPI 0.6810 0.0282 24.1165 0.0000
Data Numbers 434
R-squared 0.8771
Adjusted R-squared 0.8713
S.E. of regression 6.9060
Sum squared resid 19,315.4408
Log likelihood -1,414.0702
F-statistic 152.0878
Prob(F-statistic) 0.0000
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BWEFL HRHR BRI A G RE wAAIF LA LR 2 IR
PR~ e r FERT O RBREFER P AP EREFET AR 3RS Ao
BRI R FI L5 entg B o FI BRI p o bk E BB P f M FEA S G L
ﬂaﬂﬁﬁ’%gﬁﬁﬁ%‘xgﬁﬂﬁiﬁ*°i%$ﬁ’¢ﬂ*ﬁﬁﬁﬁ@ﬂ°

A2 F pd PHEPERGEFIHINR S UZ RGOS
42191%F pd AP EREFRIN A B EM

FERFFLZERBE A LB EEE PHRELE 5 &3 g3 Fp o
G Bl d RHBERER N 4 PR
FpREeEgqled oL & ohd BapihA 48 & T A v 48 J(return on equity> ROE)

=4
9

P

f§5 l\_._gmo

feF A w4FF (returnonassets » ROA) » B4z 8 258 %

ROE=42 {7 fiL 4 /% f1iB /4217 F #*100% (2)
ROA=4{7 fifs = {1 /417 | £ *100% (3)
aAFr? B AIF R d M FAJIFNE AR T ERJIAPFCHE ERFF

ﬂflj,;;;ﬁqg;fgx,j\v‘g.kfiwkf&] B Eas T (2 \g‘a\;\é) NI Y RN g9 5 |
FORFFBRAF) ~FLTHFRAAF -HLFARE P S8F - A2REFFFER
2 BERGEARETATFIFTAPFIEE T TR FTHRILE KRS TEI TR
PERF R A5 2002 # % 2012 & » P AR A H MR A Y SR o

T AR RE

By 817 L B8 817 L
1 ER 4 8 =5 A4
2 R4 9 ENer R
3 B Eag 10 R aE
4 L 8 11 BE AT
5 17 12 R R
6 T T 13 L A
7 & 24

FAORYEIES 1L £ > ARPFERFREFATHF (ROE) ~FAY
F5 (ROA) & - &3 BAcfI L2 F enfif 1% o
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208 AHEREFHEILL

i B REHHL (%)
2002 3.33
2003 3.33
2004 3.33
2005 3.33
2006 3.60
2007 3.33
2008 3.06
2009 3.06
2010 3.06
2011 3.06
2012 3.00

Hodh kiR TE) FA R

"k e 5 2002 & 5 2012 EH R - E B RIS AR 0 ¥ g A R
£ b APFR R B B L | o T A TR L RORE

__g‘gg‘bo

3.90
3.70
3.50
3.30
3.10
2.90
2.70
2.50

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
— FHIIL (%)
B 31 < %y P42

T A2 TRIAEGET 2002 £-2012 £ < LT ROA T
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£ 9! AL R 47 ROA FTHLZ 41 £ 4p M 14 a4
%47 #% ROA é‘:ﬂizziw
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
jeei g 125 111 092 115 131 124 132 147 1.47 -89.94%
¢ R4LiT 072 051 061 08 099 098 103 1.09 112 1.14 -65.41%
%4 01 006 005 002 018 015 084 082 099 111 1.16 -86.89%
ERIR R 073 107 119 100 108 1.19 1.18 -85.84%
1R aF 0.58 0.7 1.00 12 119 131 144 144 -86.16%
T A 014 058 086 015 095 095 104 0.94 -34.60%
e ¥ i 049 069 113 09 101 112 117 -94.30%
=L A 036 036 041 046 048 0.64 0.81 0.94 -69.31%
ENcA S 0.48 059 0.77 0.8 098 108 1.38 1.38 -76.21%
74 052 081 136 146 100 115 1.39 1.46 -60.92%
BE AT 055 059 060 o070 117 122 113 116 1.20 1.23 -75.68%
SR R 031 055 048 075 092 075 09 112 1.18 -80.12%
285 053 097 114 093 112 1.27 1.08 -86.67%

Hohh %ok D TE) TR - i p

B Ao T RIP T g 3] & 4T ROA B £ 35 3 4o o

2 B ey e fla 4 o BRI Z AL AR R o

FA®HEF ROA

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

W 4

<13 E 47 ROA T

T A2 TRAESET 2002 £-2012 £ < LT ROE FAL
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% 10 + e & 43(7 ROE 7K 2 &4 Z 4p B 14 thdic &

#EFrwH#EF ROE 2715 £ erdp B i

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

ERAF 25.08 195 1499 1835 2081 208 2141 2231 21.87 -60.59%
v OR4L(T 1251 9.06 111 1254 1289 1339 1555 171 1734 17.23 -712.29%
E¥E&F 213 1.4 18 132 1141 2355 2052 21.44 2046 2071 -73.81%
ERE g 1435 1897 2071 194 2012 2044 17.84 -80.20%
1AL 1433 1332 1599 1924 20 2201 2341 2287 -91.06%
T XA 6.15 2424 2704 418 2729 2328 1893 16.73 16.55%
acE 8 1358 20.74 35.76 24.08 20.04 20 20.77 -55.24%
FL A 1215 1314 17.01 1517 13.04 1822 1855 18.46 -54.88%
2R 1738 2166 18.23 15.04 16.86 18.11 23.33 24.82 0.09%

7 aE 1457 16.74 2476 2853 21.13 2273 2417 2477 -65.86%
BERAG 23.64 2187 2156 26.21 3117 259 2446 2443 2452 2422 11.44%
k< 5 41.12 2526 18.79 19.74 2035 22.42 92.80%
EE SR 1171 143 1244 1213 1858 20.32 16.25 -47.65%

edy ok TE] TR ~ E K R

Jit 24T BlY T 0F 0 4 141 ROE & & s e 0 15 H ARG 20 03 12

Foo gl 4 o BREfofl L Ao

BEFrw4EF ROE

45
40 — R ERAT
D i
35 — [ GRAT
30 — S R AT
e T RAT
w 25 e ST
o 20 e i AT
e 11T
15 RA:SRAT
10 \ / | — AT
Ry
/7 \/ R
> / S ASRAT
0 - — AT
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Bl 5: +rd &4217 ROE T4
d P AFAT R B 06 E ks AHFRATALF R R AL &
FPERFOREZFATHERI BT APHFI M TR AR B/ L S f ApBERE % o
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0% F 0 Pl- HRESESE AL CRRT A P ERE P B ER

o

FEYFRT RS

- AP A F D CHEPERFE NS SR A2 #$FF ROE-ROA
I EATRS AR OE R FIEF E o HREF A o P ERGE T AR A8
SR HF R AAFEREOLLEY EIO PO ERGEH BADM £ R IR
B AR R o T PERGFY FE AR EJ A e 2 P 2 FEE T
o B ZE e B FARE  FH R 2 FE R JHIF AR o B A2

THETEL 1L EP > ARPEREFDEJ LT FTHF 2 RE T §F Eior gt
2 H g Pl A2 B el koo

T2 TR AT 2002 £-2012 & X pEALEH A E YT &Y E o E ik
#g:
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2010 A A BRENLER FF £ E 2 B LK Ak
FILER FFFR»E (%) a::;i:x:
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
FA A 90.15% 91.58% 93.45% 87.84% 84.08% 79.30% 17.75% 76.70% 76.66% 91.60%
¢ R 4T 77.45% 81.14% 86.54% 83.09% 78.66% 71.37% 68.42% 70.07% 69.50% 70.19% 87.56%
ﬁ\» AN 81.07% 76.94% 70.71% 55.09% 62.50% 87.85% 91.79% 81.72% 83.38% 81.33% 81.02% -62.29%
L AF 91.59% 86.23% 85.62% 82.24% 81.54% 81.52% 81.53% 92.66%
a ’ﬁs’ 7 91.14% 90.50% 87.83% 84.92% 79.44% 79.76% 76.34% 77.82% 85.11%
T %4 89.78% 89.53% 88.88% 86.80% 85.91% 88.08% 85.31% 83.11% 78.18%
/FL waE 93.94% 93.44% 91.24% 91.08% 90.67% 90.46% 88.44% 87.97%
’i‘:?{ 247 73.33% 73.35% 78.87% 93.60% 92.28% 92.98% 90.31% 88.85% -90.81%
ENe 285 96.45% 92.64% 89.25% 86.76% 76.65% 83.76% 78.70% 74.83% 79.15%
%\’:”?;5 #2f 86.77% 86.83% 82.77% 84.77% 78.46% 79.96% 79.36% 77.95% 78.22%
BT 97.23% 98.36% 95.57% 97.32% 94.52% 88.15% 85.87% 87.52% 84.74% 82.39% 90.03%
kK 42T 70.96% 90.37% 93.88% 88.67% 90.42% 80.80% 85.62% 85.60% 83.89% 25.24%
¢S 92.39% 94.01% 89.61% 88.19% 86.32% 84.61% 84.40% 78.13%
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2 12 HAERGFIFFZEHES FER N E2 EFI LM R
. - BHEFHENFL
LRR R EF Fger ot (%) oy A
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

XA 5.75% 6.64% 9.03% 14.27% 14.37% 17.99% 20.44% 21.91%  20.29% -78.71%
¢ OR4LT 7.92%  8.17% 7.97% 9.81% 18.30% 17.50% 19.82% 19.68% 19.70%  19.10% -77.29%
B R 357%  4.66%  8.73% 11.52% 11.60% 12.83% 11.27% 16.03% 15.88% 18.20%  17.74% -60.78%
2 4T 6.95% 11.53% 11.53% 14.08% 13.89% 1470%  14.17% -91.73%
1B AF 6.49% 9.04% 15.01% 14.21% 17.82% 19.13% 21.37%  19.75% -78.92%
T % 4 4.39% 4.43% 4.82% 5.87% 7.81% 8.82% 12.36%  14.39% -71.50%
& 3.01% 4.36% 5.19% 5.99% 8.12% 9.89% 10.54% -76.79%
£ A7 2.60% 3.02% 3.16% 4.67% 5.98% 5.90% 8.87% 10.17% -75.01%
ENC SR 2.90% 5.88% 9.45% 12.74% 11.09% 15.13% 18.33%  19.90% -79.23%
LR aE 8.17% 10.15% 15.72% 14.00% 15.54% 15.87% 16.25%  17.41% -73.61%
BEA 218%  2.60% 2.44% 3.17% 6.88% 8.83% 9.84% 11.05% 1477%  17.06% -82.60%
kg7 3.18% 4.81% 4.30% 5.93% 8.80% 13.01% 13.25% 15.14%  15.82% -85.57%
P AL 4.26% 7.47% 8.93% 10.34% 10.21% 11.48%  12.53% -94.07%

31

Hoyp kiR TES FALE K G 3t

=
-+



B_E 47 0 22002 #2012 E AR

_!,i.l ’ﬁﬁg\‘;ﬁ?ljiéjﬂrﬁg °

o
f
=
i
-_
pax
y
.
wz
S
-_
pax
y
=
vy
oy
-
N
F}
N
=

EXF R M FFERIE ()

0.25
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0.15 e T2 GAT
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20130 A A RMFRTIRE S YRl v EE HIL N Gk

aHEHENFL

REREEFERr v E (%)

eiig M thik
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
3.52% 2.14% 1.14% 1.00% -0.32% 2.21% 1.24% 0.94% 1.37% 24.99%
9.06% 1.03% -0.21% 0.77% 4.93% 15.09% 9.20% 3.35% 5.78% 4.02% -49.42%
13.50% 15.62% 18.20% 29.33% 24.43% 0.65% 2.20% -0.41% -0.37% -0.57% -0.01% 80.22%
0.33% 2.02% 0.74% 1.72% 0.72% 0.00% 0.64% 2.75%
0.24% 0.76% 0.80% 1.08% 3.20% 0.86% 1.75% 0.88% -43.24%
2.05% 1.27% 1.86% 2.90% 3.84% 1.27% 0.96% 1.57% -24.99%
0.10% 0.21% 0.46% 1.12% 0.04% 0.29% 0.09% -28.70%
22.00% 22.29% 17.01% -0.25% 0.59% -0.08% -0.07% -0.04% 93.52%
0.13% 0.26% -0.42% 0.06% 11.88% -0.10% 2.63% 4.64% -42.56%
0.17% 0.39% 0.23% -0.31% 2.00% 1.85% 2.371% 3.02% -60.45%
-0.44% -2.48% 0.38% -1.28% -2.41% 1.52% 3.18% 0.82% 0.54% -0.39% -62.34%
22.40% 2.54% 0.88% 1.83% 0.87% 3.11% 1.26% -0.29% -0.60% 27.12%
-0.46% 0.43% 0.44% 0.38% 0.08% 0.33% 1.16% -71.50%

TR T TRE o
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YR AL R AF ERFEB T Rl Ay ZmEgRY g RflFes - £
Baafls o Ft 0 AR Y RFEREH LA &£ P Fagg ek o oo

#0140 A R AE- B FaR e

- EUpfIFRERSET (FFAAT)

2007 2008 2009 2010 2011 2012

ERAF -711,235 -188,681 -250,424 -599,763  -598,301 -19,638
P R4 -361,796 -128,546 -6,206 -132,597 17,746 251,344
B ¥as -1,005,794 -776,386  -259,826  -117,597
A -98,808 -31,992 -122,009 -24,229 152,389 385,931
1paE -1,189,740 -1,101,734 -97,322 -832,730  -910851  -199,519
T A -8,946 10,416 13,530 6,265 41,017 15,488
i &4y 13,912 64,091 37,835 148,471 -122,787  -262,943
£ 84 17,007 9,371 21,883 14,369 28,519 4,320
R A -40,016 44,348 21,970 36,210 53,799 285,207
e R 1,887 18,832 -25,513 -32,430 9,916 62,894
L ¥R -18,167 23,083 -22,420 40,937 119,873 25,786
%4 4L -34,923 -1,491 -24,030 -39,139 31,167 -79,526
e 8 38,422 80,970 54,314 105,049 203,918 225,203

By Rk o R ALE PASF

200 TR < e < RGP R 2007 £ 00 K o tf P R & 2011 £ 4 2012
CHARIS L B AT T BER S ek TSR s
- EPUPFIFEF AT RS 3% AT X FF 'ﬁ%{ﬁﬁ-}iﬁl Ao~ #al %

Fd oM A BRBHT EAF - EB I IR T A D e T B H

ok bR E R AFE O T A B DA T B 5

%0150 A RAA- ERFIFRBRE T LR

- EUPIF AT (ﬁﬁ!‘f %""‘)
P &9
2007 -2,392,403
2008 -1,201,333
2009 -1,404,186
2010 -2,085,973
2011 -1,233,421
2012 576,950
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