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Derivatives Usage and Bank Risk - taking: An Empirical Study of Listed Banks in China

Si Wen

( Institute of World Economics Shanghai Academy of Social Sciences)

Abstract: This paper investigates the effects of the total derivatives and the single derivatives usage on the bank risk — taking and

explores the difference between the effects of derivatives on pre —risk and post — risk taking. It makes the unbalanced panel data model

with semi — annual data of 16 Chinese listed commercial banks in the period from 2006 to 2012. The findings reveal that not only the

total derivatives but also the single derivatives have significantly positive effect on the bank risk — taking. The paper explains the

intrinsic mechanism from the perspective of the credit expansion effect of derivatives. In addition the empirical results show that both

the total derivative and the interest rate derivatives have stronger influence on the bank’s post — risk taking than the pre —risk taking.

Meanwhile the foreign exchange derivatives have the similar effect on the post — risk and pre — risk taking. The paper analyzes the

results from the structure of bank loans. Finally it puts forward the relevant policy recommendations.
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