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The Effect of Green Credit on the Solvency
An Analytical Study of the Chinecs Banking Sector
Abstract

The research aims to test the impact of green credit on the financial capacity
of the Chinese banking sector, as it is one of the recent trends to invest money in
the banking sector. Where the research included analyzing the impact of green
credit on the financial capacity of the Chinese banking sector during the period
(2007-2021) using the ARDL model on the independent research variable green
credit (X) and the dependent variables (equity to total assets y1, return on equity
y2, coverage ratio interest y3), The research concluded that there is a positive
impact of green credit on the financial capacity of the Chinese banking sector,
which contributes to strengthening the financial capacity of the banking sector and
making it more capable of facing all financial and economic crise.

Key words: Green Credit, Solvency, Banking Sector.
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Source: Abdul Rahman, Abdul Aziz A., (2017), The Relationship between Solvency
Ratios and Profitability Ratios: Analytical Study in Food Industrial Companies
listed in Amman Bursa, International Journal of Economics and Financial Issues,
7(2), P. 88.
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da¥l sk

:(de‘f\ SJ:MAE) 5 yd8all ilalzall jLdl LA

s ge il dal g il Jal) e a8z gy JLSAY! s o
(UECM) Latl oo Jaln a1 138 0 LS (gl il e il il
b 5 (9) Jsaadl s edshall Ja) 6 055l G 3 5ad¥) 8350 Ao pus a5

T

2V 3 _yuuad A8dal| g Usdl) prasuai 73 gadl i guilii (9) Jgaad)

Method: ARDL
Variable Coefficient Std. Error t-Statistic Prob.*
X 128.3060 42.38955 3.026831 0.0042
C 0.347680 0.249576 1.393082 0.1708
CointEq(-1)* -0.007030 0.002638 -2.664450 0.0108
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Gsia A 2l 5l L) G A0yl A8Me 3 ga s (9) saal) il & gl
G A ailall 305 A sasasaal g hany Jlaley judV) Gl sal ) vie gl Y2 Aslall
.(0.0042) cxds ddlaial (5 siuse die 5 32a 5 (128) Llader Y2 48kl

4l (-0.007030) 4ciesd cazly Uadll sl Jalae Gl 3 3all 483l o jedal Sl
O ol Ja¥) a5l 5 4A8e asa g e Ju 13a 5 (Prob = 0.0108) Juaialyy 43 5ixa
Jashll daYl (84 51 58 A83e slatly s (Y2)5 (X) e

2(JaY) AL gh) §jahal) claleal) HLA) slayl

A 0 e Gl dal e doshll Ja¥) 8 Claleall 0 gy LAY s
Jsaall 81 (JaV Ay sl A8all g o5 apaad (e Db el joaiall o Jiiall jiiall

.(10)
Jashall Ja¥) cilales il mill (10) Jssd)
Variable Coefficient Std. Error t-Statistic Praob.
X -72.21363 85.02215 -0.849351 0.4004
C 49.45640 44.08029 1.121962 0.2681
EC = Y1 - (47.3079*X - 12.8439)

Eviews.12 GAL“)% GAla e Je alaie WU GUalll dlae) e Jsaall 3 jdaal)

(£€A)



Lay) 5l b jemd) la) il

Gain A ailally i) LB e A3 25 g axe (10) Jsaall il <yl

OtV o)) (e d Lee ((%5) Jala llaia¥) kel casn @l g Jyghall Ja¥) 8 Y2 48kl

s daall da all s Gl b aall g Ul 8 ailell sl ) 8o il ey Y juzmall
i) ilall (e (adds ) ol juadll a jliiall CallSS gl 5 juadl) lai]

2Y'3 Bl Adais A o plad) laii¥) i1 yal sl i callaal)
:ARDL Ailagall 4ia 30 < gadll (53 I Jlasd¥) g d gadl SLgal) ¥l
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ARDL 3 sl Jal Gkt (ye LiSai Ja o500 108 a 55 Y (1)dsY) G 2o 5 (5 siasal
Z35a) 13g) LAY 5 Ul g (11) Jsaadls

ARDL gisall Jid) @idi (11) Jssad)
Dependent Variable: Y

Variable Coefficient Std. Error t-Statistic Prob.*
Adjusted R-squared 0.978915 Prob(F-Statistic) 0.000000
Eviews. 12 malin dils jia e alaie YU Glhabll slae) (e J sl 3 jiaall

a8 Jitwe xS (X) ol (Adjusted-Squared) sl s (11) Jsaall W s

oA dalse () 3523 (%3) Ol «(Y) @l sl (& dualall a0 (%97)

(e g2 AN 2y giaall e Jat g8 (F-Statistic) i) Ll zd i) 83080 5
(%5) (= J8 ¢«(Prob = 0.000000) s~ sy ddlaial (5 sive die Ailasy) dualdl)

:Bound Test &_idall Jalsill 3 gaal) L) guilis ; Ll
030aS (X)) O (e ST a5a ) Ja¥lal sl 40051 55 480e 255 (sae YUY
(12) Jsaall LS (Bound Test 2saad) Jlial ¢l jal e 238 i j0aiaS (Y3) 5 Jiiss

Bound Test agaad) JLid) mil (12) Jgad!

Test Statistic Value
F-Statistic 13.55197 1
(Critical Value Bound) 44 saad) 4ail)
&gl 5 gia 10 Bound 11 Bound
5% 3.62 4.16
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A aa 0 g ikl Ja) (e ppaill Ja W) Cilales a8 e gy JLARY) 1aa )
(UECM) Unal zren i Jalae e gy SLARY) 138 o) LS cqil) aial e Jiiasall i)
3 e (13) Jsaalls dishall da¥ (b sl G 3 sl 3350 e s 53

FEE
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Method: ARDL
Variable Coefficient Std. Error t-Statistic Prob.*
X1 24.11021 8.500732 2.836251 0.0066
C 0.026308 0.123870 0.212387 0.8327
CointEq(-1)* -0.138488 0.023159 -5.979790 0.0000
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.(0.0066) il ddlaial (5 sie die g 32a 5 (24) LlaiaY3
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skl a8 43 5) 65 483e olaily s (Y 3) 5 (X) Crwiall
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Variable Coefficient Std. Error t-Statistic Prob.
X 5.568550 1.728171 3.222222 0.0023
C 0.189968 0.884390 0.214801 0.8308

EC = Y3 - (5.5686*X + 0.1900)
Eviews. 12 zali p Sl i e alaie VU glhald) dlae) e Jsaall 1 juaall

B Adaas A g el LR (A sl AB3le 295 (14) Jsaall gl ekl

VY3 3l Ak A 3y ) (A (33 Baal s 3an s ke juzmd¥) GlaiVIsalyj xie 61 Y3

i) LS 4l e @y Jagy 31 ¢(0.0023) <oy ddlaial (s sinse 2ic g 3aa 5 (5.5) laia

3 200 g8 ad ) etV (o)) Jag A el il Adass a0 31 = siaall ezl e

e 3Y1 s de sitall lalaall dgal o o 5l alaa s b peaall ¢ Uadll 40631 5 0l 30y e
aalliiad)

cila s8al) g cilaliiiuy)

sclalitiuy) :9‘93

gllaill skt 8 g A 8 jeadd) gUadll & sl Glids i) (e sl QL) any )
Acaltiosall dpatil) a3 3 Lgheabuse (o Sliad ¢ juadll

(t24)



Lay) 5l b jemd) la) il

Ju Lee claga sall Jlea) ) ALl (3 g8a 3045 B a1 Al el Gl o) LY
o dgalsad ane iy gl el o Uadll A3 5 0 Bl 8 AnlaaY) o U1 e
And e Gl )l of Aldiaa jlalas

e Y (e g sl 138 il g a1 it Asie s csall b peadll g Uadll Al 3 g Y
ebiall miay puad¥l Gl G o @iy @Bl ek o) AL Bsia o i)
Jan Gad ye Lg&llSS ) 3V 3 Aagdail

Oyl G il e sa g salall Audart daud e jeadl) el Y jLaay) el ¢
S Aaall Glads gl e jad¥ Gl o e Ja le sa s bailall dpdaxs dawiy Y
simall (A paall o Uasll 40891 5 a8l 8al ) A agd

scia yikal) Ll

gladll 8 Liaall cilighs il (e a3 ¢ iV il xie gad A paall Cilga il 534 5. )
Adall LY e 3 ) Bnd e a2 A sl

B g Jgail) aed (8 ag (3 5l Glati) aes () b pead) gLl 3 5o Y
Lgmaan Jsadl (a0 dadl 5iul) Calaal) anl (e ey o3 5 daltinal) paiill 5 juiadY)

g Laill Al 5,08 3Ly ) (8 ageay ) ud) LY mie s 8 el g Ul dga 53 Y
S Dl 5 Alall il SV dga) o o 4508500 35 0 g sy 8 el

3 gl all Gaaa¥l g Ll JUT e Jolil) 8 8 paal) g Uil daale 324 ) o oSl ¢
i aa sl g ALl Gl st dgal ga gad allall Bailie (A HuS )93 (3 paall glladll e a8
Al Al

gl _all g abaal)
iy al) abadd) Yl

o) S 3 paia ¢l o saill <2022 (e il )
2022 ¢ sl il cdsallal) 4Ll alail) £ aki Uiy sald Y

a,,u-&'i\ Jilaall Lgau

3. Abad, José, And Pascual, Antonio Garcia, (2022), Usability Of Bank Capital Buffers:
The Role Of Market Expectations, International Monetary Fund,  Imf Working Paper,
Wp/22/21

4. Abdul Aziz A. Abdul Rahman (2017). The Relationship between Solvency Ratios and
Profitability Ratios: Analytical Study in Food Industrial Companies listed in Amman
Bursa. International Journal of Economics and Financial Issues, 7 (2), 86-93.

5. Albulescu, Claudiu Tiberiu,(2015), Banks’ Profitability And Financial Soundness
Indicators: A Macro-Level Investigation In Emerging Countries, Procedia Economics
And Finance 23 (203-209

6. Bergant, Katharina, Mano, Rui C And Shibata, Ippei,(2022), From Polluting To Green
Jobs: A Seamless Transition In The U.S.?, International Monetary Fund, Imf Working
Paper, Wp/22/129

7. Bolton, Patrick, Despres, - Morgan, Da Silva, - Luiz Awazu Pereira, Samama, Frédéric
And Svartzman, Romain, (2020), The Green Swan, Central Banking And Financial
Stability In The Age of Climate Change, Bank for International Settlements.

(£0))



Lay) 5l b jemd) la) il

10.

11.
12.

13.

14.

15.

16.

17.
18.

19.

20.

21.

22.

23.

24.

25.

26.

217.

. Danye, Huang,(2020), Research on The Impact of Green Credit on Profitability of

Commercial Banks In China, E3s Web of Conferences 214, 03008

. Dienillah, Azka Azifah & Sahara, Lukytawati Anggraeni, (2018), Impact of Financial

Inclusion on Financial Stability Based on Income Group Countries, Bulletin of Monetary
Economics and Banking, Vol. 20, No. 4

Emerald Publishing Limited, (2022), The Impact Of Green Credit On The Green
Innovation Level Of Heavy-Polluting Enterprises—Evidence From China, The Impact
Of Green Credit On The Green Innovation Level Of Heavy-Polluting Enterprises—
Evidence From China, Int. J. Environ. Res. Public Health, 19, 650

European Central Bank ,(2022), Financial Stability Review, European Central Bank
Fatima, Nikhat,(2014), Capital Adequacy: A Financial Soundness Indicator For Banks,
Global Journal Of Finance And Management, Issn 0975-6477 Volume 6, Number 8, Pp.
771-776

George, Siddharth, Kirti, Divya, Peria, Soledad Martinez And Vijayaraghavan,
Rajesh,(2022), India’s Banks: Lending To Productive Firms?, International Monetary
Fund, Imf Working Paper, Wp/22/73

Guerreiro, Vanda, Baer, Andrew, And Silungwe, Anthony,(2022), The Availability,
Methodological Soundness, And Scope Of Consumer Price Statistics In 2020,
International Monetary Fund, Imf Working Paper, Wp/22/53

Ho, Virginia Harper,(2018), Sustainable Finance & China’s Green Credit Reforms: A
Test Case For Bank Monitoring Of Environmental Risk, Cornell International Law
Journal Vol. 51

Horobet, Alexandra, Curea, Stefania Cristina, Popoviciu, Alexandra Smedoiu, Botoroga,
Cosmin-Alin, Belascu, Lucian,And Dumitrescu, Dan Gabriel,(2021), Solvency Risk And
Corporate Performance: A Case Study On European Retailers, Journal Of Risk Financial
Manag., 14, 536.

ijerph19020650.

Jin , Duan &Menggi, Niu, (2011), The Paradox Of Green Credit In China, Energy
Procedia 5, 1979-1986.

Kemal, Kozaric And Zunic, Emina, (2014), Financial Soundness Indicators In Bosnhia
And Herzegovina Banking Sector, Utms Journal Of Economics 5 (2): 159-168.

Olariu, Daniel Brindescu,(2016), Solvency Ratio As A Tool For Bankruptcy Prediction,
Ecoforum, Volume 5, Issue 2 (9)

Popescu, Adina,(2022), Cross-Border Central Bank Digital Currencies, Bank Runs And
Capital Flows Volatility, International Monetary Fund, Imf Working Paper, Wp/22/83
Qamruzzaman, Md,(2014), Analysis Of Performance And Financial Soundness Of
Financial Institution (Banks): A Comparative Study , Research Journal Of Finance And
Accounting , Vol.5, No.7,

Qi, Meng, (2021), Green Credit, Financial Ecological Environment, And Investment
Efficiency, Hindawi Complexity Volume 2021, Article Id 5539195, 14 Pages

Salina, Aigul P., Zhang, Xin And Hassan, Omaima A.G,(2021), An Assessment Of The
Financial Soundness Of The Kazakh Banks, Asian Journal Of Accounting Research Vol.
6 No. 1, Pp. 23-37

Shao, Chuan, Wei, Jia, And Liu, Chuanzhe,(2021), Empirical Analysis Of The Influence
Of Green Credit On The Industrial Structure: A Case Study Of China, Sustainability, 13,
5997.

Sundararajan, V, Enoch, Charles, José, Armida San, Hilbers, Paul, Krueger, Russell,
Moretti, Marina, Slack, Graham, (2002), Financial Soundness Indicators: Analytical
Aspects And Country Practices, International Monetary Fund.

Volz, Ulrich,(2018), Fostering Green Finance For Sustainable Development In Asia,
Asian Development Bank Institute, Adbi Working Paper Series, No. 814.

(£27)



Lay) 5l b jemd) la) il

28.

29.

30.

31

32.

33.

Wang, Yanli, Lei, Xiaodong, Zhao, Dongxiao, Long, Ruyin And Wu, Meifen,(2021),
The Dual Impacts Of Green Credit On Economy And Environment: Evidence From
China, Sustainability, 13, 4574

Willems, Tim,And Zettelmeyer, Jeromin(2022), Sovereign Debt Sustainability And
Central Bank Credibility, International Monetary Fund, Imf Working Paper, Wp/22/16
Yameen, Mohd, Pervez, Asif,(2016), Impact Of Liquidity, Solvency And Efficiency On
Profitability Of Steel Authority Of India Limited, International Journal Of Accounting
Research (ljar), Vol. 2, No. 12

Yildirim, Furkan,(2021), Banking Soundness Index For Turkey: The Principal
Component Analysis Approach, Journal Of Research In Economics, Politics & Finance,
6(3): 845-861

Zhang, Zhifeng, Duan, Hongyan, Shan, Shuangshuang, Liu, Qingzhi, And Geng,
Wenhui,(2022),” The Impact of Green Credit on the Green Innovation Level of Heavy-
Polluting Enterprises—Evidence from China”, International Journal of Environmental
Research and Public Health, 19, 650. https://doi.org/10.3390/

Zhou, Xiaoyan, Caldecott, Ben, Hoepner. Andreas, Wang, Yao, (2020), Bank Green
Lending And Credit Risk An Empirical Analysis Of China’s Green Credit Policy,
Oxford Sustainable Finance Programme, Smith School Of Enterprise And The
Environment, University Of Oxford | Working Paper No. 20-08

(£°7)






