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The study on the loan pricing of commercial banks based on
the balance among “the three characters”

Tan Dejun'?, Peng Jiangang®
1. College of finance, Hunan university (410079)
2. College of statistics, Hunan university (410079)

Abstract

Focuses on the commercial banks loan pricing method. Analyzes the determining factors of the interest
rate and deduces the optimal principle of economic capital allocation. On this foundation, a new pricing
pattern is introduced ,which is based on the maximization of the risk-adjusted return and using RAROC
as the controlling method, melt with the balance among commercial banks’ liquidity, safety, and
profitability (abbreviated as “three characters”). It has extensive application to enhance the level of
commercial banks risk management in China.

Keywords: interest rate, RAROC, balance among the “three characters”, risk-adjusted return, loan
pricing



