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Research on Credit Concentration Risk and Its Economic

Capital Measurement of Chinese Commercial Banks
XU Shaojun
(School of Economics and Management, Zhejiang Sci-Tech University, Hangzhou 310018, China)

Abstract: In view of the widespread credit concentration risk in China and the weak economic capital
measurement of credit concentration risk, this paper constructs an integrated model to measure the
economic capital of credit concentration risk (CCRM) which is consistent with the Basel II &. III regulatory
requirements and contains three dimensions of credit concentration risk: name concentration risk, sector
concentration risk and contagion risk. Then, this paper carries out the simulation study on credit
concentration risk and economic capital in Chinese commercial banks with CCRM method, and finds that
there are significant credit concentration risk. Besides, CCRM method is better than HHI index, Monte-
Carlo simulation and the ASRF* model with less time-consuming calculation and more robust results in
Chinese credit portfolios. Hence, CCRM model well measures credit concentration risk degree in Chinese
commercial banks and will play an important role in measuring the economic capital of credit concentration
risk in Chinese commercial banks.

Key words: credit concentration risk; economic capital; CCRM; commercial bank; basel regulation
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