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Officials’ Tenure, Central Financial Regulation
and Local Banks’ Credit Risk

LIU Chong (Shanghai University of Finance and Economics,
Shanghai Key Laboratory of Financial Information Technology, 200433)
GUO Feng (Peking University, Shanghai Finance Institute, 100871)
Abstract: China’s local government intervenes banks’ credit allocation in order to foster economic growth.
Central financial regulation system is established to regulate banks’ behavior, control banks’ risk and
contain financial stability. We combine Provincial Bureau Chiefs of China Banking Regulatory Committee
(BC) representing central financial regulation, Party Chiefs of City (PC), the agents of local
governments and City Commercial Banks (CCB) contributing to the source of local credit risk, by using a
matched panel data to empirically examine whether the regulators influence local banks’ credit risk and
hence local governments’ credit intervention. We find that with the increase of BC’s tenure, CCB’s NPL
(Non-performing LLoan) ratio decreases, which mainly play a role on subprime lending ratio. We find
evidence to the view that the regulation of BC constrains the intervention of PC. Further analysis also
finds that the above effect is more pronounced when economic growth goes down, and loose monetary
policy is conducted.
Keywords: Officials’ Tenure, Financial Regulation, Credit Risk
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