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An Empirical Study of the Impact of the Capital Structure
of Commercial Banks on Their Profitability

—— Based on an Analysis of the Data of 11 Listed Banks

YAO Yan-yan

School of Finance and Accounting s Fuzhou University of International Studies and Trade , Fuzhou 350202 , China

Abstract: In the context of economic transformation and development, financial disintermediation and in-
terest rate liberalization reform, commercial banks in China are constantly facing challenges in profitabili-
ty. The new regulations on capital adequacy in 2013 and the regulations on asset management in 2018 is-
sued by the China Banking Regulatory Commission have further impacted banks profitability. On the basis
of sorting out the impact path of capital structure on profitability, the data indicators of 11 listed commer-
cial banks from 2007 to 2018 are used in this paper for factor analysis and fixed-effect model regression so
as to further analyze the impact of capital structure on bank profitability. The results show that the equity
concentration of a bank has a negative impact on its profitability and, in addition, its proportion of debt,
proportion of subsidiary capital and capital adequacy ratio all have a positive impact on its profitability. At
the end of the paper, some recommendations are given for the optimization of equity structure, debt struc-
ture and their proportions, and for the control of capital adequacy ratio.

Key words: capital structure; profitability; factor analysis; fixed effect model
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