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Does Bank Executive Compensation Have Risk Sensitivity?

From the Empirical Evidence of China’s A-share Listed Banks

WU Chengsong, WANG Haoran,ZHANG Peng
(School of Business, Anhui University, Hefei 230601, China)

Abstract: Based on the special background of China’s economic transition, the study examines whether executive compensa-
tion has a risk sensitivity or not from the perspective of banks risk-taking by using 2001—2012 data from Chinese listed banks.
The results show that, executive compensation has a significant negative correlation with risk-taking. It also means that execu-
tive compensation of Chinese listed banks have a risk sensitivity. The further research shows independent directors and board
meetings have no significant correlations with a risk sensitivity of executive compensation, and a board size and risk-taking on
executive compensation shows the alternative relationship between each other, but the alternative relationship mainly exists in
non-state-controlled banks. At the same time, with respect to the non-state-controlled banks, risk sensitivity of executive com-
pensation appears stronger in state-controlled banks, and it shows that state-controlled banks always pay more attention on risk-
controlling.

Key Words: bank executive compensation; risk-taking; risk sensitivity; board governance; banking industry; financial risks;

risks controlling; listed banks; bank governance
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