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Table 1 Taxes of selected commercial banks from 2018 —2019( Unit: RMB million yuan or proportion)

2019 2018 2019 2018 2019 2018 2019 2018 2019 2018

92 907 82 946 71 854 63 658 5524 1 334 44 117 17 165 58 871 490 13

10 195 7 966 8 130 8514 3626 3552 5 816 5752 6710 6 235

105 703 93 340 82 164 74 110 9 855 5 657 50 851 23 826 67 233 56 811

1% 87.89 88.86 87.45 85.90 56.05 23.58 86.76 72.04 87.56 86.27

1% 9.64 8.53 9.89 11.49 36.79 62.79 11.44 24.14 9.98 10.97

1% 2.46 2.61 2.65 2.61 7.15 13.63 1.81 3.82 2.46 2.76
2019 2018 2019 2018 2019 2018 2019 2018 2019 2018

17 368 8 578 9 258 6 267 22 651 16 182 10 026 7125 12 659 15 533

3245 3017 2 270 2 661 2 564 3209 2 628 2 404 2 964 3011

21 612 12 487 12 031 9 366 26 165 20 014 13 226 10 045 17 655 19 512

/% 80.36 68.70 76.95 66.91 86.57 80.85 75.81 70.93 71.70 79.61

/% 15.01 24.16 18.87 28.41 9.80 16.03 19.87 23.93 16.79 15.43

/% 4.62 7.14 4.18 4.68 3.63 3.12 4.32 5.14 11.51 4.96
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R 2% Fig. 1 Effect of asset savings ratio and tax rate
5% ;T 25% on deposit insurance premium
s 0.2%; ¢
o A
0.000 02 25%
0.002 " ;
0.9 1 o 0.95.
2
Table 2 Parameter values of the model
/%
R 2 c 0.000 02
r 5 p 0.95
T 25 A 0.002
s 0.2 T 25%
2.2.2 2 :
1 Fig. 2 Effect of asset savings ratio and regulatory tolerance
on deposit insurance premium
N 0.95
1
0.92 0.98
2 12
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Table 3 Relationship between regulatory tolerance bank’s income tax rate and deposit insurance premium

x=0.9<p
p 7=0.15 7=0.2 7=0.25 7=0.3 7=0.35
0.920 0.008 00 0.009 20 0.010 50 0.012 16 0.014 19
0.935 0.008 37 0.009 53 0.010 93 0.012 54 0.014 71
0.950 0.008 73 0.009 94 0.011 38 0.013 13 0.015 27
0.965 0.009 13 0.010 37 0.011 86 0.013 66 0.015 87
0.980 0.009 55 0.010 83 0.012 37 0.014 22 0.016 49
p<x=0.95<1
p 7=0.15 7=0.2 7=0.25 7=0.3 7=0.35
0.920 0.007 18 0.008 24 0.009 53 0.011 09 0.013 02
0.935 0.007 48 0.008 58 0.009 90 0.011 52 0.013 50
0.950 0.007 80 0.008 94 0.010 30 0.011 97 0.014 01
0.965 0.008 15 0.009 32 0.010 73 0.012 44 0.014 55
0.980 0.008 53 0.009 74 0.011 19 0.012 95 0.015 11
x=1.2>1
p 7=0.15 7=0.2 7=0.25 7=0.3 7=0.35
0.920 0.004 38 0.005 18 0.006 16 0.007 39 0.008 93
0.935 0.004 57 0.005 39 0.006 41 0.007 67 0.009 25
0.950 0.004 76 0.005 62 0.006 67 0.007 97 0.009 60
0.965 0.004 98 0.005 86 0.006 94 0.008 29 0.009 97
0.980 0.005 21 0.006 12 0.007 24 0.008 63 0.010 36
T 3
T

Fig. 3 Relationship between deposit insurance premium to the change

of bank’ s income tax rate tax rate and asset savings ratio

4



12 — 125 —
4
4
1 2
4 N
Table 4 Relationship between asset savings ratio regulatory cost and deposit insurance premium
¢ x=0.8 x=0.84 x=0.88 x=0.96 x=0.97
0.010 00 0.014 96 0.013 81 0.012 78 0.011 03 0.010 84
0.020 00 0.015 87 0.014 73 0.013 70 0.011 95 0.011 76
0.030 00 0.016 79 0.015 64 0.014 62 0.012 87 0.012 68
0.040 00 0.017 70 0.016 56 0.015 53 0.013 80 0.013 61
0.050 00 0.018 61 0.017 48 0.016 45 0.014 72 0.014 53
¢ x=0.98 x=1.15 x=1.3 x=1.45 x=1.6
0.010 00 0.010 65 0.008 15 0.006 68 0.005 62 0.004 84
0.020 00 0.011 57 0.009 08 0.007 61 0.006 56 0.005 78
0.030 00 0.012 50 0.010 01 0.008 55 0.007 50 0.006 72
0.040 00 0.013 42 0.010 94 0.009 48 0.008 44 0.007 66
0.050 00 0.014 35 0.011 87 0.010 42 0.009 37 0.008 60
2.3 ( )
( ( 0).
1) 4 29-31
4
Fig. 4 The flow chart of deposit insurance premium to the change of bank’ s income tax rate
5 T= >
(Lyr-D,R) p=86
0 L T, r= 0
0 0 0 p= 1 _6
EO
D,. T=0 IL,+T,=D,+E, s
DO :LO + TO - EO. r Table 5 Bank’ s balance sheet for the biennium
~ T=0 T=1
R T L, _
~ Ly L -
. ~ L, p=6 AL,
Bernoulli T=1 L= : T, 7
1
0 p=1-6
Dy
D,
~ Lyr p=6 0 DR
AL, = ; - ~
O p :1 - 6 EO El
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T =1 D,
D,R E, L, +
Ai] +f1 =Dy(1 +R) +E]
3.1
F(E,) =F(L) +E(AL) +E(T,) -Dy(1 +R) 50 2010 —2019
= Ly0 + Lyr® + 7(Lyr — DyR) 6 — 10 . 50 03
(L, +T, —E) (1 +R) 9 36
= L(l+r)0-Ly(1 +R + 7(Lyr - Wind .
DR O-T,(1+R +E,(1+R) 2 .
= E,(1+R) (6) (7)
(6) In z;, :ﬁ0+ﬁlt”+2/\icontrol” +u +&, (7)
(r) i ¢ s
(6) &, In z;,
St
control,
32 33
5
3 . . .
GDhP
CPL
6.
6
Table 6 Empirical variables and explanation
z In z /( + )
: /
In ta
lev /
ldr /
cost /
plr /
GDP gdp (  GDP-  GDP)/  GDP
Pl opi
3.2 3.5% 30.29%. Z
7
VA 1.954 2
97.23% . 20. 96% 93.29% .
25% 64.93% 31.19%
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99. 38%
2. 845% 1%
5.127 2% 1.309 9%
7
Table 7 Descriptive statistics of major variables
Z In z 500 1.954 2 0.972 3 ~0.398 4 4.065 4
‘ 500 0.209 6 0.048 9 0.0350 0.3029
In ta 500 26.836 1 1.848 1 23.5717 30.829 9
lev 500 0.9329 0.012 6 0.884 3 0.959 9
ldr 500 0.649 3 0.1333 0.3119 0.993 8
cost 500 0.3169 0.061 4 0.1840 0.5138
plr 500 2.844'5 0.764 8 1.309 9 5.1272
GDP gdp 500 7.680 0 1.330 1 6.100 0 10.600 0
CPI opi 500 2.590 0 1.088 7 1.400 0 5.400 0
3.3 .
(4) ~  (6) 01S.
(1) ~ (3)
OLS.
8
Table 8 Baseline empirical results
(1) (2) (3) (4) (5) (6)
0LS FE RE 0LS FE RE
[ 4.459 3% | 3,235 8% | 3.6659%F | 2.677 0% 2.741 9% | 2.405 6%
(5.13) (3.27) (4.00) (3.18) (2.37) (2.65)
- ~0.1823* | 0.3170° ~0.166 3***
(-7.02) (1.71) ( -5.21)
B 1.971 4 -3.678 1 1.378 3
(0.62) ( -0.86) (0. 40)
" ~0.5639 | —1.400 6% | -0.7561"
( -1.55) (-2.72) (-1.88)
- 2.3770%%% | 3581 2% | 2,785 1 ¥
(3.55) (3.85) (3.79)
0.132 1% 0.165 6* 0.153 3*
pir (2.37) (2.23) (2.56)
0.025 1 0.182 0** 0.030 6
gdp (0.56) (2.49) (0.69)
‘ —0.127 4% | 0127 0% | —0.127 6%
i ( -2.68) ( -2.77) ( -2.78)
s 1.019 5% | 1.276 0™ | 1.1858*** 3.8194 ~5.460 7 3.894 2
‘ (5.45) (6.05) (5.75) (1.29) ( -0.99) (1.23)
N 500 500 500 500 500 500
F 26.325 8% | 10.684 2*** 22.696 4% | 6.462 7%
F_test 4.120 3% 1,945 2%%*
R 0.050 2 0.023 2 0.023 2 0.270 0 0.104 7 0.087 0
Hausman_p 0.252 6 0.028 7

. * Kk
N N

10% 5% 1%
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8 0.972 3)
3.4
1)
F ( ROAY)
(P 0.01) ( NPL)
« 0”
9
P 0.028 7 ( ROAY)
0.1 ( NPL)
( 1%
(5) 1
(1%) Z 2.741 9% Z
VA 2.8%(0.027 4/
9
Table 9 Replacing the explained variable
ROAV NPL
(1 (2) (3) (4) (5) (6)
OLS FE RE OLS FE RE
3.474 67 3.173 57 3.335 8*** 0.4313 1.143 5% 0.182 3
' (4.13) (2.73) (3.65) (1.13) (2.60) (0.44)
- ~0.152 47%** -0.0756 ~0.141 57 ~0.004 8 0.594 9 *** 0.004 6
( -5.86) (-0.41) ( -4.29) ( -0.41) (8.41) (0.24)
o -4.2035 -6.773 9 ~4.848 4 2.303 3 2.112 0 4.842 1%
(-1.32) (-1.58) (-1.41) (1.59) (1.30) (3.13)
" ~1.105 47%** ~1.851 3%** ~1.337 8%** 1.138 3% 1.519 5% 1.476 9***
( -3.03) (-3.57) (-3.29) (6.89) (7.73) (7.83)
-0.169 8 0.482'5 0.075 7 0.942 5% 0.082 2 0.509 0
ot ( -0.25) (0.52) (0.10) (3.11) (0.23) (1.48)
o 0.085 1 0.097 8 0.087 5 0.299 17*%* 0.204 2% 0.281 47**
(1.53) (1.31) (1.45) (11.85) (7.20) (10.31)
o 0.132 3*%* 0.138 5 0.129 1% ~0.085 2*** 0.116 5*** -0.072 5%
(2.98) (1.89) (2.92) ( -4.23) (4.18) ( -3.80)
' ~0.130 0*** ~0.123 6*** ~0.127 9*** -0.102 0*** ~0.108 6** ~0.105 9***
& ( -2.74) (-2.68) ( -2.80) (-4.74) ( -6.20) ( -5.62)
4.506 2 5.085 1 4.931 6 —-2.987 0** ~20.289 9 *** -5.676 8
o (1.52) (0.92) (1.55) ( -2.23) ( -9.68) ( -3.91)
N 500 500 500 500 500 500
F 22.188 0*** 9.832 2 %" 66.438 5*** 100. 032 3 ***
F_test 1.850 3*** 6.476 6**
R 0.265 5 0.151 1 0.148 9 0.519 8 0.644 2 0.583 7
Hausman_p 0.760 9 0.000 0
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Table 10 Omitting variables issue
(1) (2) (3) (4)
FE FE FE FE
2.902 1** 2.854 0** 2.760 9** 2.793 4**
' (2.54) (2.45) (2.35) (2.36)
- 0.014 5 0.263 6 0.309 1 0.050 1
(0.07) (1.35) (1.51) (0.22)
4.0459 -3.5262 -3.607 0 4.206 3
fev (0.85) ( -0.83) ( -0.83) (0.87)
i ~1.708 5*** ~1.484 6*** ~1.410 6*** ~1.649 §***
( -3.30) (-2.83) (-2.67) ( -3.04)
1.847 17 3.570 2% 3.568 6*** 1.788 4"
oot (1.76) (3.84) (3.79) (1.67)
o 0.122 6 0.158 4** 0.165 1** 0.1257"
(1.65) (2.12) (2.21) (1.67)
edp 0.143 4" 0.1410 0.187 5** 0. 1495
(1.96) (1.62) (1.98) (1.53)
. -0.111 4% -0.101 2" -0.129 5** -0.118 3**
& ( —2.44) (-1.85) (-2.42) ( =2.07)
-0.046 3*** ~0.049 0***
e ( -3.39) ( =3.27)
-0.068 4 0.039 7
rate
( -0.87) (0.43)
o -0.003 3 0.009 3
( -0.09) (0.24)
-2.728 1 -3.640 8 -5.3012 -4.0721
o ( -0.50) ( -0.62) (-0.92) ( -0.64)
N 500 500 500 500
F 7.161 3% 5.825 3% 5.732 7% 5.852 9 ***
F_test 2.019 7% 1.894 8% 1.896 7*** 1.991 7°%*
R? 0.1275 0.106 3 0.104 7 0.1279
GMM
11
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1% (4) (5)
2SLS
1%
11
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Table 11 Endogeneity issue
In z In z In z t In z
(1) (2) (3) (4) (5)
OLS FE RE FE v
L 4.047 57 5.360 7% 4,174 4*** 0.515 2***
(4.08) (3.74) (3.85) (9.81)
) 0.641 5***
w
(5.06)
10.948 5***
' (4.31)
e -0.211 5% 0.691 0*** -0.197 9*** -0.0150" 1.076 9***
(-7.79) (3.42) ( -6.16) (-1.85) (4.50)
o 1.829 6 -7.574 3 1.4197 0.144 3 -11.965 3**
(0.53) ( -1.56) (0.39) (0.81) ( -2.20)
" -0.140 -0.5820 -0.216 5 0.003 6 -0.1218
(-0.37) (-1.04) ( -0.52) (0.16) ( -0.20)
1.528 5** 2.967 5*** 1.866 2** -0.0315 3.688 4***
oot (2.18) (2.95) (2.44) ( -0.87) (3.12)
i 0.158 8*** 0.140 6" 0.176 4*** -0.000 6 0.162 5"
(2.67) (1.72) (2.76) ( -0.20) (1.78)
0.127 0 0.511 4*** 0.130 4 -0.010 9** 0.542 5%
&P (1.60) (4.05) (1.61) ( -2.35) (3.77)
) -0.1652*** -0.218 5*** -0.164 0*** 0.005 6** -0.188 7**
& (-2.74) (-3.33) (-2.73) (2.10) ( -2.25)
3.697 9 -14.928 9** 3.5510 0.308 4
o (1.16) ( =2.45) (1.04) (1.32)
N 450 450 450 450 450
F 24,641 9 8.776 3*** 55.155 0*** 8.021 9 ***
F_test 1.966 9 *** 1.661 9%
R? 0.308 9 0.1519 0.106 3 0.559 4 0.001 9
Hausman_p 0.000 4
Kleibergen-Paap_ F 50.661 5
Kleibergen-Paap_ LM 51.533 8***
Hansen_ P 0.146 3
GMM GMM (3) ~ (4)
12. (1) ~ (2) GMM
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AR(2) Hansen P
0.1 1%
GMM
12 GMM
Table 12 The results of GMM
(1 (2) (3) (4)
DIF-GMM DIF-GMM SYS-GMM SYS-GMM
i 0.614 6*** 0.583 1 *** 0.718 1 *** 0.586 3 ***
. 1Nz
(20.71) (21.10) (47.62) (28.07)
-0.308 5*** —0.307 1*** —0.304 3% —0.301 8***
I2.1nz
( -18.52) ( -16.40) ( -28.43) ( -24.15)
4,169 7*** 2.873 3% 3.030 6*** 1.616 4%
I3
(8.14) (3.69) (12.85) (2.77)
1.039 7%%* —0.158 9***
In ta
(6.83) ( -13.82)
—13.905 0*** -2.418 6
lev
(=2.91) ( -0.95)
—1.548 0*** -0.3589"
ldr
( =2.71) (-1.92)
—2.846 3% 0.880 5***
cost
( -2.32) (3.94)
-0.072 3 0.043 5**
plr
(-1.09) (2.25)
y 0.543 377 -0.0227
gdp
(5.29) ( -0.60)
. -0.262 9*** ~0.422 27
L
( -5.75) ( -12.88)
0.469 57 8.473 4
cons
(6.20) (3.62)
N 350 350 400 400
AR(1) _P 0.000 0 0.000 0 0.000 0 0.000 0
AR(2) _P 0.456 0 0.603 8 0.396 9 0.493 2
Hansen_ P 0.108 4 0.093 4 0.562 8 0.524 0

157 992
17. 87%

.2019
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Abstract: In the context of continuous economic downturn China has launched a fiscal policy of tax and fee

reduction in recent years. This paper studies the pricing of deposit insurance considering bank income taxes

and obtains an explicit solution of deposit insurance price. The mechanism for bank income tax affecting de—

posit insurance price is also explored. The result shows that the premium per unit deposit decreases with the

income tax rate proving the positive effect of tax and fee reduction policy on banks. The empirical results

show that the increase of bank income tax rate will increase the deposit insurance rate by increasing the risk—

taking level of the bank. The paper provides both theoretical basis and practical reference for the implementa—

tion of tax and fee reduction policies in the commercial bank system.
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