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Interest Rate Tools, Bank Decision—-making Behavior and Term
Structure of Credit

SHENG Tian-xiang', WANG Yu-wei’, FAN Cong-lai’

(1. College of Finance, Nanjing Agricultural University, Nanjing 210095, China;
2. School of Economics, Nanjing University; Nanjing 210093, China)

Abstract: The term structure of credit is one of the important factors that influence the quantity of credit,
but there are not sufficient papers studying how interest rate instruments affect the term structure of credit in
China. Different from the existing foreign studies based on the perspective of risk management motivation, this
paper, basing on the special interest rate pricing mechanism of the Chinese commercial banks and starting from the
perspective of profit motivation, constructed a two-stage commercial bank credit decision model to analyze how the
policy of benchmark lending interest rate affects the term structure of credit. The study found that the proportion of
short—term loans was positively correlated with the level of the benchmark interest rate, but the level of spreads on
short—term and long—term loans would weaken the positive relationship, and the term spreads itself would directly
have a negative impact on the proportion of short—term loans. Based on the macro quarterly data of 2005-2016,
this paper used TVP-FAVAR model and linear time series model to support the conclusion, and verified the
credibility of analyzing the transmission mechanism from the perspective of profit motivation. The conclusion of this
paper brings some enlightenment: Macro —control should fully consider the microscopic behavior of commercial
banks; paying attention to the regulation of credit rate return curve to the allocation of credit resource;
strengthening the management of credit price signal to the market; making a comprehensive use between interest
rate tools and structural monetary policy instruments.
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