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Fig. 1 Comparison of GDP growth rate & CPI between 6 countries of ASEAN and China
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Table 2 Descriptive statistics of the sample
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Table 3 Interactions of deposit insurance system and interest rate risk of banks
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fif R s &
1 2 3 4 5 6 7
oI —0.156 " | —0.441*** | —0.437*** -0.183 —0.427*** | —0.464 "
(0.035) (0.122) (0. 159) (0.122) (0.0673) (0.126)
DI x LNASSE —0.035*** | —0.041**" 0. 000
(0.015) (0.015) (0.013)
—.001 -0.017 -0.002 0.032 -0.021
LNASSET
(0. 008) (0.025) (0.014) (0.027) (0.024)
DI x CONCTR 0. 003 ** 0. 005 *** 0. 004 **
(0.001) (0.001) (0.001)
CONCTR —0.003 *** 0. 002 —0. 006 *** -0.001 -0. 000
(0.001) (0.001) (0.001) (0.002) (0.002)
DI LAW 0. 102 *** 0.090 * 0.087 **
(0.029) (0.040) (0.039)
AW —0.038*** | —0.054"* | —0.067"** -0.011 -0.060 ***
(0.016) (0.021) (0.022) (0.026) (0.021)
0. 142 ~0.066* -0.056 -0.066 * -0.051 -0.062
CRISIS 0. 066 0. 066
(0.207) (0.040) (0.039) (0.040) (0.039) (0.039)
ROA —0.031*** | -0.039 *** —0.040*** | —0.039*** | —0.043 " | —0.040***
(0.010) (0.011) (0.011) (0.011) (0.011) (0.011)
cAp 0. 006 * -0. 006 0. 001 0. 001 -0.003 —0.004
(0.003) (0.004) (0.004) (0.005) (0.004) (0.004)
NONII 0.001 *** 0. 002 *** 0. 002 *** 0. 002 *** 0. 002 *** 0. 002 ***
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
—0.001 —0. 000 0. 001 0. 001 —0.001 0. 000
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(0.010) (0.012) (0.013) (0.012) (0.012) (0.012)
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(0.002) (0.002) (0.002) (0.002) (0.002) (0.002)
g7l 120 0.491 907 600" g37 e
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(0. 146) (0.295) (0.105) (0.306) (0.236) (0.130) (0. 103)
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IR 0. 141 0.285 0.172 0.311 0.274 0.298 0.287
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Table 4 Deposit insurance , countries’ income level and interest rate risk of banks
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~0.219***
DI
(0.030)
-0.030 -0. 006 -0.010 -0.017
DI x HI
(0.099) (0.095) (0.101) (0.095)
-0.125*** 0. 066 —0. 149 *** -0.127***
DI x UMI
(0.042) (0.047) (0.045) (0.043)
-0.361 *** -0.314%** -0.375*** ~0.340***
DI x LMI
(0.034) (0.054) (0.000) (0.000)
0. 065 -0.278** —0.296 **
HI
(0.093) (0. 131) (0.137)
-0.045 -0.184** —0.244 ***
UMI
(0.059) (0.072) (0.080)
~0.086** -0. 050 -0.077* ~0.069 *
CRISIS
(0.040) (0.039) (0.043) (0.040)
-0.029 *** 0.010 -0.015* -0.019*
LNASSET
(0.010) (0.026) (0.008) (0.011)
—0.003 *** 0.003 ** ~0.003 *** ~0.002**
CONCTR
(0.001) (0.001) (0.001) (0.001)
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LAW
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Table 5 Deposit insurance, macro interactions and short-and-long term effects

- Hom
MR 13 14 15 16 17
o ~0.194 7" —0. 4747 ~0.426""" ~0.479 " ~0.470 "
(0.030) (0.069) (0.073) (0. 103) (0.128)
o ~0.210"*" ~0.470 " ~0.457"" ~0.310"" ~0.541 %"
(0.036) (0.079) (0.084) (0.157) (0.186)
o ~0.257 %" ~2.488 ~2.905
- (0.073) (2.237) (2.207)
~0.318"" ~0.941 **
D4
(0.049) (0.197)
0.004 0.004 ***
DIl x CONCTR
X (0.001) (0.001)
0.003 ** 0.004 ***
D2 x CONCTR
X (0.001) (0.001)
0. 046 0.058
DI3 x CONCTR (0. 048) (0.047)
0.009 *** 0. 004
DI4 x CONCTR
X (0.003) (0.003)
~0.007 *** ~0.000
N Ti
CONCTR (0.001) (0.002)
0.095 *** 0.093 "
DIl x LA
x 1AW (0.031) (0. 040)
0. 044 0. 100 *
iz x 1AW (0. 045) (0.054)
~0.035 * ~0.034
D3 x 1AW (0.019) (0.021)
DI4 x LAW -0.145 77
(0.020)
AW ~0.096 " ~0.56 "
(0.29) (0.021)
~0.162°" ~0.075 « ~0.038 ~0. 140 " ~0.066
CRISIS (0.041) (0.042) (0.041) (0.041) (0. 040)
- ~0.03*** ~0.036 " ~0.042 %" ~0.033 " ~0.040 "
(0.010) (0.010) (0.011) (0.010) (0.011)
AP 0.002 0.003 ~0.002 ~0.002 ~0.003
(0.003) (0.003) (0. 004) (0.003) (0.004)
NONIT 0.002 *** 0.002 *** 0.002 *** 0.002 *** 0.002 ***
(0.000) (0.000) (0.000) (0.000) (0.000)
o 0.003 0.002 0.002 0.001 ~0.001
RESERVES (0.003) (0.003) (0.003) (0.003) (0.003)
0.060 *** 0.045 0.028 0.052 " 0. 005
OPEXP
(0.018) (0.019) (0.027) (0.019) (0.026)
coPe 20.002 0.003 0.003 0.001 0.001
(0.005) (0.005) (0.005) (0.005) (0.005)
. 0.024 0.009 ** 0.001 0.020 *** 0.003
(0.003) (0.004) (0.005) (0.003) (0.004)
0.001 ~0.033 " ~0.057 *** 0.005 ~0.035""
DIFFRATE
(0.010) (0.011) (0.014) (0.010) (0.012)
n 0.002 0. 000 0.001 0.002 0.001
(0.002) (0.002) (0.002) (0.002) (0.002)
0.258 " 0.950 *** 0.655 " 0.556 " 0.809 ***
CONSTANT
(0.071) (0. 124) (0. 146) (0.094) (0. 104)
MBS 634 634 634 634 634
B 0.221 0.262 0.301 0.247 0.291
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Table 6 Deposit insurance, endogeneity and interest rate risk of banks

T
7R 2
fif s i 18 19 0 :
DI SDNIM
-0.198 *** -0.177 *** -0.512***
DI
(0.053) (0.058) (0.145)
-0.031 -0. 050 -0.129** -0.032
CRISIS
(0.058) (0.054) (0.055) (0.057)
-0.028 ** 0. 048 -0.197 *** 0.075 =
LNASSET
(0.012) (0.035) (0.048) (0.039)
-0.006 *** 0.001 Z0.015 *** Z0.008
CONCTR
(0.001) (0.003) (0.003) (0.005)
-0.018 -0.032 0. 191 *** 0.038
LAW
(0.032) (0.033) (0.028) (0.044)
0. 020 -0.046 7" -0.048 ** -0.061""
ROA
(0.019) (0.023) (0.021) (0.025)
-0. 006 -0.002 -0.003 0. 004
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Empirical study on the impact of deposit insurance system on commercial
banks’ interest rate risk

WANG Xiao-bo', XU Qiu-yun', XIN Fei-fei’
1. School of Economics & Management, Tongji University, Shanghai 200092, China;
2. School of Transportation Engineering, Tongji University, Shanghai 201804, China

Abstract; Considering the strong synchronism and linkage on economies, trades, and currencies between Chi-
na and 6 countries of ASEAN ( Association of Southeast Asian Nations) , based on financial data of main com-
mercial banks in the 6 countries of ASEAN from 2000 to 2015, using three-year moving standard deviation of
net interest margin as the proxy for interest rate risk, this paper examines how the deposit insurance system af-
fects commercial banks’ interest rate risk. Moreover, whether this influence would be different due to com-
mercial banks’ sizes, concentration of banking industries and legal institutions in the 6 countries of ASEAN is
also examined. The results show that deposit insurance system can alleviate commercial banks’ variability of
net interest margin and stabilize the interest rate risk. Moreover, this stabilization effect can be influenced by
commercial banks’ sizes, concentration of banking industries and legal institutions in the 6 countries of
ASEAN. This stabilization effect of deposit insurance system on commercial banks’ interest rate risk is statisti-
cally significant, with reduction of the concentration in banking industries strengthening the stabilization
effect, no matter in short-term or long-term. The promotion of the legal institutions in the 6 countries of
ASEAN would weaken the stabilization effect in short-term but strengthen the effect in long-term. Besides,
compared with commercial banks in high income counties in the sample, deposit insurance system has a more
significant stabilization effect in middle-high and middle-low income countries of ASEAN.

Key words: deposit insurance system; interest rate risk ; variability of net interest margin; interest rate liber-

alization ; risk management



