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Market Competition, Financial Innovation in Commercial Banks and
Systematic Risk in Banking Industry

——FEmpirical Research Based on 14 Commercial Banks

WU Chengsong, WANG Xiangyu
(School of Business ,Anhui University , Hefei 230601 , China)

Abstract: The increasingly fierce market competition and the deepening financial innovation promote the develop-
ment of commercial banks and also bring new uncertainties to the systematic risks of commercial banks. Using method
of the conditional value at risk to measure the systematic risk of commercial banks and combining the panel data of 14
listed commercial banks in China’s Shanghai and Shenzhen stock markets during the period of 2007-2016, this article
empirically studies the relationship between market competition, commercial bank financial innovation and banking
systematic risk. The research results show that market competition has an inverted U-shaped effect on both financial
innovations in commercial banks and systematic risk in banking industry, and their optimal value is basically the
same; Financial innovation plays a mediating role in the inhibition phase of the inverted U-shaped relationship be-
tween market competition and systematic risks of commercial banks. Therefore, while actively promoting moderate
competition and encouraging financial innovations in commercial banks, we should make adequate preparations for the
early warning and prevention of systematic risks of commercial banks.

Key Words: Market competition ; Financial innovation ; Commercial banks” systematic risk ; Moderate competition
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