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Abstract

The network topology structure of the interbank network has an important effect on the stability
of bank system; most of the current researches study the effect of the random network on the sta-
bility of bank system. However many empirical investigations find that the core-periphery (CP) is
an important network characteristic of the interbank market, therefore, the present paper con-
structs the CP network structure of the interbank market, and then constructs a dynamical evolu-
tional bank network system model, furthermore studies the effect of CP network structure on the
stability of the bank system. The research results show that when the periphery banks suffer from
the deposits shocks, the CP network is more stable than the random network. However, when the
core banks face the deposits shocks, there are three cases according to the connectivity of the
banking system. In the case of the lower connectivity and small number of core banks, then the
random network is more stable; in the case of the lower connectivity and big number of core
banks, or in the case of the bigger connectivity, the CP network is more stable.
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Table 1. Balance sheet of bank
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Figure 1. Interbank lending algorithm
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Figure 2. Interbank lending algorithm
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Table 2. List of core banks and periphery banks in four cases
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Figure 3. The stability of bank system when the periphery banks suffered deposits shocks
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Figure 4. The stability of bank system when the core banks suffered deposits shocks
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