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Do Asset Quality and Capital Regulation Affect Credit

Expansion of Commercial Banks?
——An Analysis Based on 11 Commercial Banks of China

Zou Zongsen Yuan Lei

Zheng Lin

Abstract: As a form of indirect financing methods, credit of commercial banks is an impor-

tant component of social financing in China. Based on statistical data analysis of 11 commer-

cial banks, it is found that credit risk is under control, because of low level of non-perform-

ing loan ratio and qualified capital adequacy ratio. Empirical analysis shows that asset quality

and capital regulation do not impact the credit behavior of commercial banks; while client

deposit, total asset and CPI do have significant effects. In view that a series of changes are

undergoing in economic and financial fields, traditional profit model of commercial banks

based on deposit and loan spreads would be under challenge. Commercial banks should keep

sound operation, enhance full risk management and pay attention to business transformation

at the same time.

Keywords: asset quality; capital regulation; credit expansion
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