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Study on time-varying conduction effect of China’s housing price

fluctuation on commercial banks’ loan loss provision
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Abstract: For the purpose of studying the time-varying conduction effect of housing price
fluctuation on loan loss provision of China’s commercial banks, the non-static effect of housing
price fluctuation on loan loss provision was analyzed by selecting the quarterly data of relevant
variables from 2012 to 2018 and combining the random fluctuation time-varying parameter
vector autoregressive(TVP-VARS-SV) dynamic time-varying model. It is found that when the
economic environment being stable, the response of housing price and loan loss provision to the
change of money supply is lagging behind. At the same time, the effect of housing price
fluctuation on loan loss provision is time-varying. Rising housing prices in the short term tend
to make commercial banks lower loan loss provision, while in the long run they will moderately

increase loan loss provision. The results show that establishment of the dynamic risk prevention
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and control mechanism of commercial banks is of positive significance to prevent operating risk
and financial risk brought by housing price fluctuation.
Keywords: housing price fluctuation; loan loss provision; TVP-VARS-SV; risk prevention and

control
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Table 1 Results of unit root tests for time series variables
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Inne (0,0,1) 1 1.96 —3.63 —1.96 —2.67 (D"
M, (C,0,1) 1 1.97 —5.18 —2.99 —3.72 (-
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Table 2 Test results of cointegration of variable groups

FER A FE B2 8 T — W 8 7 9 o SR e iy Bl ADF ffi WO Dri
o . . . Py Iuie —2.817 —2.660" 1
E{TL\E’:J Huj:/%a %%ﬁiﬁﬁ E(x(Engle*(xranger)ﬁ%ﬁViﬂé Pu5 M, —3.359 —2.660" 1

%J%EPIIQINH(‘ 1 M, E‘JW}E’%‘@,%%E%ZO EE%:?

Moo RARIE 1A BEKT T B,

2 L AR ZE P AERSR BRI Pyl Tne fl M FRAERIIIIMC R



110 W TLR B B o 4 %33 %

2.2.3 BZXABARXAKE

in R 45 2R U P D A O 5 ) SR T R M [ B B AR MO TR A A U R E A B A RO R A
BRI ARG — DR . A R S RO A 2 A R S R L R B S RO 2 L — By
FEGP I T ST T I A AT LA A R — B 22 20 B BE A R ME A 1 B T R 22 AN L R B A R LR 3. fH
e 72 o ) 1 PR SR S5G AR O A B A i ST R 1 i R BRAS BB mT L ) SR T M A A A A — E
i BE b 3E 2o R R A A S AR R AT R A R v A L X 5 BEAE 0 M A — B [ B S R R WA A T R Y i
Ja . — BET L B R A AL S A S BN BE T B SR Y S it R i B AR AT ol B A5 DR AT O K&
B BTy 3O AE — 1IN () 55 2 o T IR 36 445 2R e 3% T 55t 8 R DR RO O M A 2 1) R BE A T R4
MA% 2 ARHIRSC R . BRI NS RN 3 1 I N 2T . SR R T BEAF AR SRR
AR TR] RS A Y 0 BB A B T 9 9 AR s UG MBI TR A 22 A DR IR O A R T AR T
A 2 T] 1 0% i DR OR SR AR T LR R A A ) S R A U B TR s L A BT R R S
— AR EE L B AT S AR BE T B 0GR R L A2 BUHY R i B AR T BRORE L I3 D Sl F B A R
TE 76 119 1% S A2 20 B R A » DR T A 0 0 e A 36 A 200t A i B A O A R 2 1] I S A AR 22 2 TR IR
R W Z SRR 4 R ] B A AL A AN DA R UE A A9 M 22 AR L U B A B Bl Rl R e i K
At 75 2 B IR TR R BE A R U A

R3S HIECN 2 B RIRR 2 ARER K RIS
Table 3 Test results of Granger causality when lagging period being 2
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Table 4 Estimated variance of sample parameters
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Su2 0.287 1 0.100 1 0.090 145.71 0.040 4 0.201 8
S 0.056 4 0.094 2 0. 846 34.40 0.042 8 0.2397
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Fig. 1 Dynamic impulse response of variable lagging periods 3, 6 and 12
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