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Interest Rate Risk, Default Risk and Net Income Margin .

An Empirical Analysis Based on Threshold Regression
CHEN Qing, ZHANG Haijun, HU Xing
(School of Economics, Fujian Normal University, Fuzhou 350108, China)

Abstract: The relationship between the risk and the profit of commercial banks is an important subject worthy of studying in
the macro-background of interest rate marketization and financial reform in China. Based on the model of market maker, this
paper analyzes the impact of bank interest rate risk and default risk on net interest margin. Furthermore, based on the financial
data of China’s 16 commercial banks from 2008 to 2015, the construction of interactive model and non-linear dynamic panel
threshold model, the existence and mechanism of the non-linear relationship between the two are analyzed. The study finds
that there exists non-linear relationship between interest rate risk and net interest margin, between default risk and net interest
margin, which represents inversed “N” and inversed “U” respectively.

Key Words: market maker model; risk-taking; net income margin; panel threshold regression; financial security; financial

risk ; interest rate marketization reform; interest rate risk; default risk
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