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Economic Growth Slowdown, Bank Competition and
Liquidity Hoarding

XIANG Hou-jun, ZHOU Xiong & ZHENG Si-tian

(School of Finance and Investment, Guangdong University of Finance, Guangzhou 510521, China)

Abstract ; Based on the micro—data of 172 Chinese commercial banks from 2009 to 2018, this paper dis-
cusses the relationship between economic slowdown, bank competition and liquidity hoarding. It finds that
firstly the slowdown of economic growth will increase the level of liquidity hoarding of commercial banks, while
the intensification of bank competition will reduce the level of liquidity hoarding of commercial banks. Second-
ly, the results of interaction effect of bank competition and economic slowdown show that bank competition can
weaken the positive impact of economic slowdown on liquidity hoarding, and the interaction effect is obvious in
the sample group of joint-stock and urban commercial banks, rural commercial banks and the followings, but
not in the sample group of the five state-owned banks. Research results indicate that the economic slowdown is
indeed one of the important factors that cause banks to hoard liquidity. Through strengthening the competition
for banks, it can effectively mitigate the economic slowdown on liquidity hoarding positive influence. This find-
ing has important referential value for the current monetary policy transmission channels and effective improve-
ment of the financial ability to serve the real economy.

Key words: economic growth slowed down; liquidity hoarding; banking competition
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