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Abstract

With the enhancement of external uncertainty, cross-border capital flows have had a wide impact
on China’s banking system, and the specific impact channels and preventive measures need to be
studied in depth. Based on the economic data of the past ten years, this paper empirically ex-
amines the impact of cross-border capital flows on the risk of banks in China, and further explores
how the risk is transmitted through the balance sheet channel, exchange rate channel and asset
price channel, as well as the adjustment effect of asset-liability ratio, exchange rate and asset price.
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The results of the study show that cross-border capital outflows reduce bank risk by reducing
bank asset-liability ratios, and increase bank risk through exchange rate channels and asset price
channels, which will lead to increased bank risk overall; Rising exchange rates and share prices
will weaken the impact of cross-border capital inflows on bank risk, and rising house prices miti-
gate the rise in bank risk caused by cross-border capital outflows. Based on the above conclusions,
this paper puts forward policy suggestions from the perspective of improving the bank risk super-
vision system and flexibly applying prudential adjustment policies.
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Table 1. Variable descriptive statistical results
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Table 2. Impact of Cross-border capital flows on banks’ risk benchmark return
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Table 3. Transmission channels regression results
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Table 4. Exchange rate channel regression results in stages
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