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Abstract 
The continuous spread of the COVID-19 epidemic has had a tremendous impact on most 
industries, supply chains and financial markets in the world, and commercial banking 
industry has also suffered certain impacts. The "Black Swan" has caused a wide range of 
influence among banking businesses, and the risk contagion effect is becoming more and 
more intense under its influence. Commercial banks need to manage the risks in the 
banking system in a timely manner. This paper combines the assets and liabilities of the 
five major state-owned banks and the growth of the intermediate business income of 
commercial banks, and studies the small and medium-sized commercial banks and large 
commercial banks according to the business development of domestic commercial 
banks. This paper holds that in order to solve the problems that Chinese commercial 
banks are eager to develop and innovate, the first step is to combine the adjustment of 
the new policy of "one bank, three associations" and perfect the financial supervision of 
commercial banks themselves; Secondly, we should actively cooperate with internet 
financial service providers to achieve a reasonable and healthy development of 
commercial banking network business; Finally, we should return to the ultimate goal of 
monetary policy and pay attention to maintaining the stable development of finance. 
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1. Introduction 

In the historical origin of the development of commercial banks, the People's Bank of China is 
regarded as the lender of last resort for all commercial banks. Early scholars studied the 
practice and theory of lender of last resort and initially believed that "reserve" was the source 
of money for lender of last resort; All commercial banks keep a reserve fund in advance with 
the lender of last resort in their money circulation business. Once a "financial crisis" causes a 
shortage of funds, the reserve fund is used to solve the crisis. Nowadays, with the development 
of finance and the perfection of various financial theories, the central bank is also responsible 
for the need to unify the issuance of bank notes, the need to unify the national clearing of bills, 
and the need for financial macro-control. Commercial banks can also undertake the functions 
of credit agency, payment agency, credit creation and financial service. Even with the popularity 
of the Internet, communication has become more and more developed, and digital currency has 
emerged as the times require, becoming the focus in the pie chart of commercial banks' future 
operations. 

2. Analysis of the Development Status of Intermediate Business of China's 
Commercial Banks 

With the flourishing development of financial business other than traditional commercial 
banking business such as digital currency, online payment and electronic wallet, the 
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competition for the development of intermediary business among commercial banks in China 
is becoming more and more intense. Compared with foreign commercial banks, which rely 
mainly on intermediate business for their revenue, most of the commercial banks in China 
currently derive their major profits from interest margin. This is also the reason why major 
commercial banks are eager to develop intermediate business and actively use their various 
functions in recent years. With the increase of people's income, China's commercial banks will 
sooner or later face the "dilemma" experienced by foreign commercial banks: the proportion of 
income brought by interest difference in the total profit of banking business is decreasing. 
Commercial banks are financial institutions that undertake credit intermediation through 
deposit and loan, loan, exchange and other businesses. The traditional operation mode of 
commercial banks is to absorb short-term deposits, issue long-term loans and collect interest 
difference from them. According to the data disclosed by the China Banking and Insurance 
Regulatory Commission, at the end of 2017, the interest income of 16 listed commercial banks 
in China accounted for 77.35% of the commercial bank's income [1]. But in the long run, 
combined with foreign examples, the function of this business model is declining. Especially 
under the premise that the interest rates of loans and deposits of China's commercial banks are 
not free to compete, the interest difference that commercial banks can earn will become even 
smaller. In addition, the continuous innovation of the financial industry is also one of the main 
reasons for the weakening of the traditional intermediary business of commercial banks. 
To sum up, the survival of China's commercial banks is in urgent need of innovation in 
intermediate business, and the development of new business and service model also need to be 
stabilized as soon as possible. 

3. Innovation in Intermediate Business of China's Commercial Banks 

At present, with the implementation of China's deepening reform, various financial innovation 
products are emerging one after another. Commercial banks are likely to be influenced by 
potential entrants and competitors in the same industry in the future, and even the current 
situation of commercial banks has already fallen into a state of "all-around troubles" [2]. In 
2014, commercial banks such as Industrial and Commercial Bank of China, Agricultural Bank of 
China, China Construction Bank and Bank of China reduced the transfer limit of "Yu 'e Bao" 
products to reduce the outflow of deposits under the pressure of "Yu 'e Bao". 
The current situation of domestic commercial banks' innovation capability still has the 
following two problems: 
(A) domestic commercial banks lack of "personalized" innovation of intermediate business 
products [3]. With the transformation and development of domestic commercial banks 
becoming faster and faster, the intermediate businesses launched by various commercial banks 
often have no time to analyze the operation effect of the products, and lack the evaluation of the 
products by the internal financial analysis team of the banks. Most commercial banks directly 
implement the listing by copying or slightly modifying the existing intermediate businesses of 
foreign commercial banks, and adding the seal of "localization in China" with some localized 
modifications. 
(B) the domestic commercial banks on the traditional intermediary business "difficult to give 
up" [4]. The traditional lending business of most commercial banks is still the main source of 
bank operating income. Among them, the four big banks can continue to develop in both 
directions with their strong commercial image and strong capital chain, taking into account the 
development of traditional intermediate business and innovative intermediate business. 
However, for small and medium-sized commercial banks, traditional intermediary business is 
the key to the survival of the banks. At present, there is still a dispute over the innovation of 
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domestic commercial banks' intermediary business, so the existing situation of commercial 
banks has restricted the banks from abandoning the traditional intermediary business [5]. 

4. Analysis of Assets and Liabilities of Commercial Banks 

Under the final plan of Basel III, China's banking management is facing new challenges. In 2020, 
the top five state-owned commercial banks ranked China Construction Bank (17.06%), 
followed by Industrial and Commercial Bank of China (16.88%), Agricultural Bank of China 
(16.59%), Bank of China (16.22%) and Bank of Communications (15.25%). In the past three 
years, the capital adequacy ratios of four of the five largest state-owned commercial banks have 
increased and that of one bank has decreased, indicating that the capital adequacy ratios of the 
five largest banks have maintained a good momentum [6].  
Based on the 2020 annual reports of the five major state-owned banks: Industrial and 
Commercial Bank of China, Agricultural Bank of China, China Construction Bank, Bank of China 
and Bank of Communications, this paper selects financial dimension indicators (including off-
balance-sheet businesses) to establish a commercial bank performance evaluation system with 
the balanced scorecard as the core [7] (see Table 1). The epidemic has had a significant impact 
on all commercial banks, among which small and medium-sized commercial banks have 
experienced a decline in financial performance due to fluctuations in assets in three directions: 
safety, profitability and growth [8] (see Tables 2 and 3).  
 

Table 1. Financial Dimension Indicators 
Evaluation content Financial dimension indicator 

profitability 
Rate of Return on Common Stockholders’ 

Equity 
Ratio of profits to cost and 

expense 
Flow level liquidity ratio Loan-to-deposit ratio rate 

reliable index capital adequacy ratio Non-performing loan ratio 

 
Table 2. List of Weights of Financial Performance Appraisal Indicators 

business 
job 

silver 
line 

money 
affair 

achievement 
effect 

criticize 
price 

evaluate 
direction 

Weights 
(2019) 

Weights 
(2020) index 

Weights 
(2019) 

Weights 
(2020) 

Safety index 29.19% 28.79% 
capital adequacy ratio 9.93% 10.12% 

Non-performing loan rate 9.21% 6.42% 
provision coverage 10.05% 12.25% 

Liquidity 
indicator 

20.23% 23.63% 
liquidity coverage ratio 10.34% 13.51% 

Deposit-loan ratio 9.88% 10.12% 

Profitability 
indicator 

29.94% 29.11% 

Rate of Return on Common 
Stockholders’ Equity 

9.82% 8.66% 

earnings per share 10.49% 11.16% 
net interest spread 9.63% 9.29% 

Growth 
indicator 20.66% 18.47% 

Year-on-year growth rate of 
total operating income 

9.89% 10.97% 

Year-on-year net profit 
growth rate 

10.77% 7.50% 

 
As can be seen from Table 3 and Table 4, in 2020, commercial banks insisted on epidemic 
prevention and control, resumed work and production, and continuously optimized the asset 
and liability structure. At the end of 2019, ICBC scored 78, Agricultural Bank of China scored 
75.59, China Construction Bank scored 78.21, Bank of China scored 78.10, and Bank of 
Communications scored 73.68. The performance scores for the first quarter of 2020 were 73.81, 
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77.03, 76.93, 72.51 and 70.19 respectively. It can be seen that the performance of the five major 
banks almost all showed a downward trend, and the scores of other commercial banks were 
the same conclusion [9]. 
 

Table 3. Annual Report of China's Five Largest Commercial Banks for 2020 (Excerpts) 

 
Industrial and 

Commercial Bank 
of China 

Agricultural Bank 
of China 

China 
construction bank 

Bank of 
China 

Bank of 
Communications 

Total assets 
(RMB100 million) 333,451 272,050.47 281,322.54 244,026.59 106,976.16 

Total Liabilities 
(Billion Yuan) 

304,355.43 249,943.01 257,429.01 222,398.22 98,189.88 

Total loans 
(RMB100 million) 186,243.08 151,704.42 162,313.69 142,164.77 58,484.24 

Total deposits 
(RMB100 million) 251,347.26 203,729.01 206,149.76 168,791.71 66,073.30 

Operating income 
(RMB100 million) 8,000.75 6,593.32 7,142.24 5,676.47 2,462.00 

Average return on 
assets (%) 1.00 0.83 1.02 0.87 0.77 

 
Table 4. Annual Report of China's Five Largest Commercial Banks for 2019 (Excerpts) 

 
Industrial and 

Commercial Bank 
of China 

Agricultural Bank 
of China 

China 
construction bank 

Bank of 
China 

Bank of 
Communications 

Total assets 
(RMB100 million) 

301,094.36 248,782.88 254,362.61 227,697.44 99,056.00 

Total Liabilities 
(Billion Yuan) 274,174.33 218,327 232,011.34 207,930.48 91,046.88 

Total loans 
(RMB100 million) 167,613.19 133,601.88 145,406.67 158,175.48 53,042.75 

Total deposits 
(RMB100 million) 

229,776.55 185,428.61 183,662.93 130,687.85 60,729.08 

Operating income 
(RMB100 million) 8,551.64 2,129.24 7,056.29 5,491.82 2,324.72 

Average return on 
assets (%) 1.08 0.9 1.11 0.92 0.80 

 
On the whole, the loan business and deposit business of commercial banks seem to have been 
affected by the epidemic. The reasons such as the slow circulation of commodities in the market, 
the increase in non-performing loans, the shortage of reserve funds reserved by banks, the 
decline in market credit demand, and the low rate of return on capital [10] have made 
commercial banks show the "naked" short board in their response strategies to emergencies 
(except financial crises)-the banks are not sufficiently open to the market in depth. This has led 
to the lack of convenience for foreign trade enterprises to conduct inter-bank transactions 
online, or the lack of counter services for individual users due to the impact of the epidemic. It 
can be seen that the innovative services of domestic commercial banks need to be further 
improved. Whether it is the development of online banking trading system or the management 
of contactless banking services [11], commercial banks need to speed up the digital 
transformation to build a more powerful and effective financial service platform for users.  
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5. Commercial Bank off-balance-sheet Business Analysis 

Apart from the disadvantages of on-balance-sheet business mentioned above, the intermediate 
business of commercial banks is also relatively weak (the overall growth rate is low, see Table 
5). Commercial banks cannot rely solely on the interest rate to realize the vast majority of their 
operating income. With the continuous innovation of intermediary business of commercial 
banks, China's commercial banks must be aware of the importance of intermediary business 
and can learn from good management and innovation cases of intermediary business at home 
and abroad in order to realize the growth and sustainable development of intermediary 
business income.  
 
Table 5. Growth of Intermediate Business Income of 7 Commercial Banks in China from 2006 

to 2014 Unit: RMB100 million 

Bank name Net fees and 
commissions (2014) Percentage Net fees and 

commissions (2006) Percentage Total 
growth rate 

Bank of China 912.40 19.99 274.88 15.21 2.32 
China construction bank 1,085.17 19.02 313.13 14.27 2.47 

Industrial and Commercial 
Bank of China 1,324.97 20.11 343.84 13.53 2.85 

Bank of Communications 296.04 16.93 71.88 11.53 3.12 
Industrial Bank 270.41 21.65 15.18 6.88 16.82 

Guangdong Development 
Bank 146.39 32.79 11.46 9.26 11.77 

Shanghai Pudong 
Development Bank 213.46 17.33 11.29 4.36 17.90 

Data Source: Analysis of Factors Affecting Intermediate Business Income of Commercial Banks in China 
_ Yan Li [12] 
 
The off-balance-sheet business of commercial banks is risk-free business, so there is no need to 
worry about the risks of their operations. At the same time, the rise of off-balance-sheet 
business has brought many development opportunities to the western commercial banks facing 
difficulties. Domestic small and medium-sized commercial banks can also actively learn from 
the experience to rescue the banks from the trough affected by the epidemic. 

6. Operation Dilemma of China's Commercial Banks 

As can be seen from the weight table of financial performance evaluation indicators above, the 
operating principles of commercial banks are safety, liquidity and profitability. The three are 
contradictory and coordinated. The primary purpose of a commercial bank's operation is to 
make a profit. In the process of achieving this goal, it will be restricted by security and liquidity 
to avoid the bank's operation falling into chaos. 
(1) Analysis of operational risks 
In order to solve the dilemma of commercial banks in China, the best balance of the three should 
be found. First of all, commercial banks should increase the revenue of intermediary business 
and gradually expand the main revenue source of intermediary business to the online service 
model; Secondly, banks should control internal management fees, reduce the absolute value of 
duration gap, strengthen the management of interest rate sensitive gap, and avoid destructive 
competition among commercial banks; At the same time, commercial banks should pay 
attention to the protection of the bank's reputation, and deal with the business risks carefully; 
Finally, combined with the epidemic situation, this paper believes that commercial banks 
should cultivate more excellent talents, which can enable banks to better predict the flow of 
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funds in a certain period of time in the future, and make a good estimation of expected earnings, 
in order to deal with various emergencies and potential opportunities. 
(2) Operational risk management 
For small and medium-sized commercial banks, their credit intermediary status cannot be 
established [13]. Compared with the five major state-owned banks and the large commercial 
banks, the small and medium-sized commercial banks are restricted by the market size, and the 
performance effect of the bank credit creation function is obviously lagging behind the other 
two. Among them, the biggest obstacle is that the commercial image of small and medium-sized 
commercial banks obviously lags behind that of the five major state-owned banks and large 
commercial banks. As the five largest banks and large commercial banks are given priority in 
obtaining market share and have more channels for capital circulation, the development speed 
of small and medium-sized commercial banks is slowed down. 
It can be seen from this that the management of commercial banks' operational risks should 
consider the solutions according to different situations [14]. 
First, for large commercial banks. The bank's credit is the bank personnel need to pay attention 
and the maintenance, avoids the credit risk generation; When absorbing deposits, due 
consideration can be given to the liquidity risk to properly create multiple deposits for users; 
As the commercial banks in our country are currently engaged in limited stock and commercial 
business, the market risk is very harmful, which is likely to cause "sudden death" of the banks 
and needs to be carefully guarded. In addition, there is also the reputation risk of banks. Once 
large banks touch the legal red line and form a vicious public opinion, it is difficult for them to 
continue to operate. Banking personnel need to have a certain degree of early warning 
psychology. 
Second, for small and medium-sized commercial banks. The most important risk is the liquidity 
risk [15]. Limited funds make banks easy to fall into the sub-prime crisis, which will lead to the 
risk effects of interest rate risk, market risk, operational risk and other associated risks, causing 
bank runs and other risk contagion effects. Bank personnel need to do a good job in the 
settlement and analysis of funds. 
(3) Summary 
In order to realize the recovery, commercial banks should start from the innovation and 
development of banking business on the one hand, among which, the development of small and 
medium-sized commercial banks has more difficulties and opportunities; On the other hand, 
commercial banks should always keep in mind to guard against financial risks. Although the 
banking business of each commercial bank is currently limited to settlement, loan and other 
businesses with relatively low financial risks, there will inevitably be both risks and benefits in 
the process of expanding the business of banks, which is likely to cause credit crisis and 
financial crisis of commercial banks. It is necessary to guard against them at all times [16]. 

7. New Development Path of China's Commercial Banks 

With the recurrence of the epidemic, the difficulties faced by the intermediate business of 
commercial banks are generally the impact on the traditional counter business, and the demand 
for online financial services has greatly increased. 
In view of the above problems, this paper puts forward the following suggestions: 
First, research and development of innovative intermediate business products to improve 
product innovation. China's commercial banks started their intermediary business relatively 
late, and their products will lose their market share if they lack of leadership and breakthrough, 
which also limits the development of commercial banks to reproduce the cases of foreign 
commercial banks [17], thus losing the vitality and influence of commercial banks.  
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Secondly, commercial banks need to build platforms for intermediate businesses. With the 
development of the network, the impact of the Internet on commercial banks is accompanied 
by mutual benefit and win-win results. The development of intermediary business needs a 
strong driving force [18], and the development of electronic banking has greatly promoted its 
reform, forming a new ecology for the development of intermediary business.  
At last, the paper thinks that the development of the intermediate business of China's 
commercial banks still needs to solve the people's fixed mode of financial and financial thinking. 
The reason why foreign countries can innovate the intermediate business and develop new 
products is in line with the advanced consumption concept of foreign consumers, while 
domestic consumers mostly deal with money with prudent and conservative saving ideas, and 
most of them handle the deposit business in banks, which makes the revenue of the 
intermediate business never grow up [19], thus causing no commercial bank to dare to be the 
first person to eat crab, no courage to open up the intermediate business market and no ideal 
to innovate and create Chinese intermediate business. Therefore, China's commercial banks 
still have a long way to go to develop intermediate business. The first thing to be solved is the 
adjustment of the service structure of monetary and financial business within the banks.  
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