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Operating Risk Measurement of Chinese
Unlisted Banks: Based on Z-score Method

LI Shiping, MENG Qingzhu
(School of Finance, Shandong University of Finance and Economics, Jinan 250014, China)

Abstract ; Based on the non—equilibrium panel data from 84 Chinese unlisted banks from 2013 to 2016, the two
commonly used Z-score methods are proven to be capable of measuring the operating risks of unlisted banks, and the
further test of the six indexes covered by CAMELS evaluation system shows that the measurement of Z1-score is more
accurate. And meanwhile the empirical results show that there exist significant differences between urban and rural
areas in the operating risks of Chinese unlisted banks: the operating risk of agricultural commercial banks is lower
than that of city commercial banks while the operating risk of coastal area banks is lower than that of inland area
banks. Finally, it is proven by leave—one—out method that the impact of non-listed bank s operating risks on Chinese
banking systemic risks should not be ignored.

Key words : unlisted bank ; operating risk ; risk measurement; Z-score; leave—one—out
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