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Abstract: The application of insurancs to the conmercisil banke' iisk management in China is an institutional innova-
tion. The paper sivdies the effect af insurance in the operational risk management, and its advantage and possible
problems in the management, and then logically draws the following conclusions: firstly, insurance is one of the effec-
tive and cficient tools in the operational risk management of the banks. Secondly, however, insurance is not a “per-
fect hedging” tool. Finally, some suggestions are given based on the analysis of current necessaries and possibilities of
the application of insurance to the commercial banks’ operational risk management.
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