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Fig. 1 Bank balance sheets and interbank transactions
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Table 1 Descriptive statistics of inter-bank balance sheets ( 1st quarter of 2007 to 4th quarter of 2018 ; Unit: yuan; Sample size: 1 063)
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Fig. 10 Summary statistics of interbank network relationships
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Identifying systemically important banks in China: A network hierarchy

structure perspective

FAN Xiao-yun, RONG Yu-hao, WANG Bo~
School of Finance, Nankai University, Tianjin 300350, China

Abstract; Interbank bilateral exposure in China is constructed using improved minimum density method, and
a density-based estimator is used to construct the core-periphery network that is suitable for China. This model
is further applied to identifing the systemically important banks and studying the correlation and systemic risk
of interbank networks in China. The following research results are derived. (1) The dynamic composition of
core blocks can be seen as systemically important banks, which is of great significance to China’ s banking net-
work hierarchy structure. (2) The change of the scale of systemically important banks in China shows the
three-stage characteristics of “enormous unordered-polarization-many but orderly” , which indicates that Chi-
na’ s banking system is becoming more and more stable, and that it is still necessary to pay attention to the
systemically important banks in order to prevent systemic risks. (3) During the period of financial turmoil, the
intensity and weight of interconnectedness between systemically important banks and other banks decreased,
and positive regulatory measures can obviously improve the interconnected index. This empirical analysis can
provide useful reference for counter-cyclical macro-prudential regulation and targeted regulation based on the
importance of the banking system.

Key words: minimum density method ; network hierarchy structure ; systemically important bank ; systemic risk
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