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The Deposit-Loan Gap in China: Historical

Evidence and Implications

YANG WANG

(Jiangxi University of Finance & Economics)

Abstract Since 1994, the gap between loans and deposits in Chinese financial institu-
tions has increased gradually to a point that catches the attention of economists and policy
makers. This paper aims at offering a new and proper perspective on the gap. The author be-
lieves that differences among different financial institutions are crucial to the analysis of the
deposit-loan gap. With a review of the evolution of the Chinese banking system and credit
management system, we have discussed the changed implications of the deposit-loan gap. In
the last section, we also link the gap to excessive liquidities in deposit institutions, and find
that excess foreign exchange reserves are the underlying cause for the deposit-loan gap and
excessive liquidities.
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