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Abstract. Reasonably determining and using the loan limitation granted by commercial banks to their
corporate clients, it has important theory meaning and realistic meaning for commercial banks to
strengthen risk prevention and for lenders and borrowers to improve operational performance. In this
paper, we summarized the domestic and foreign research status of the loan limitation of commercial
banks from three aspects, such as the influencing factors of the loan limitation of commercial banks, the
determining method of the loan limitation of commercial banks, and the utilization efficiency of the loan
limitation of commercial banks and so on. The aim of our study is to promote the application and
development of the loan limitation management theory and method.

Introduction

Loan limitation is the commercial Banks in view of the company’s customers to determine a specific
lending; it depends on the customers’ solvency, management level, financial status, and the bank's own
credit demand. On the one hand, if the commercial Banks’ determination is too loose, the commercial
Banks will face a greater risk of default. On the other hand, if the loan limitation which is determined by
commercial Banks is too harsh, leads to a certain customer churn, declining the market shares. In
addition, after company clients getting the commercial bank loan limitation, the use of loan limitation
will directly affect the operating performance of the company. Therefore, it is of great theoretical and
practical significance to reasonably determine and use the commercial bank to give the loan limitation
of the company’s customers, strengthen the risk prevention and control of commercial banks, and
improve the operating performance of both sides. At present, the domestic and foreign commercial
bank loan limitation research mainly concentrates in the following three aspects: Firstly, the factors
affecting the loan limitation of commercial banks. Secondly, the method of commercial bank loan
limitation determination. Thirdly, the efficiency of commercial bank loan limitation. This article will
summarize the research status of domestic and foreign commercial bank loan limitation from three
aspects, which are the influencing factors, determination methods, and the efficiency of commercial
bank loan limitation, factors influencing the credit of commercial banks, for determining the amount of
credit of commercial banks, In order to promote the application and development of the loan limitation
management theory and method.

Factors Affecting the Loan Limitation of Commercial Banks

(2) Main Influencing Factors.

The main factors that affect the loan limitation of commercial banks include the following two
aspects, for example: risk reward, term of contract, commitment cost, mortgage condition, and so on
[1-3] (Dennis & Nandy, 2000; Andre, Mathieu & Zhang, 2001; Zambaldi, Aranha & Lopes et al, 2011);
on the other hand, loan limitation and enterprise scale, growth, stability, profitability, the industry, the
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relationship between banks and enterprises, ownership concentration, diversification, current assets,
current liabilities, owner's equity, fixed assets net value have relationship with credit rating "
(Ariccia & Marquez, 2004; Sumit, 2004; Chakraborty & Hu, 2006; Sufi, 2009; Pessarossi, Godlewski
& Weill, 2012; Tong, 2012; Sheng Lisheng and Wang Heng, 2007). For example, Shen Lisheng and
Wang Heng (2007) " use credit risk limits as explanatory variables, and use credit rating, owner's
equity, current assets, fixed assets net value, current liabilities, main business cost, initial inventory,
ending receivables, ending inventory, initial receivables as explanatory variables, and the artificial
neural network model is used to test the influence factors of bank credit risk.

(2) Other Influencing Factors.

Some domestic scholars have also analyzed the other factors, such as interest rate, the rate of return
on the company and the default rate. For example, Liu Lvke and Zhang Dingsheng (2012) """ studied
the sensitivity of different amounts of loans to interest rate changes, by using data from the Australian
1997 third quarter to the fourth quarter of 2010. The results showed that changes in policy rates for
different amount of loans, the impact on small and medium amount of loans is obvious, but there is no
significant effect on large loans; at the same time, compared to the small loan, the degree of influence of
interest rate policy on secondary loan amount is larger. Hu Jinyan and Zhang Qiang (2016) "%, using
the panel data of 66 small loan companies in Shandong province in 2013-2015, empirically tested the
relationship between the average loan amount and the rate of return and the default rate. The results
show that the average loan amount and income are inverted U type relationship, the marginal revenue
of the loan amount is affected by the default rate of the company, and showed a nonlinear threshold
relationship.

Method for Determining Loan Limitation of Commercial Banks

(1) Asset Liability Ratio M ethod.

Li Jing (2003) " think that the method of asset liability ratio is often used to determine the amount
of credit by commercial banks. Although the asset liability ratio method considering corporate solvency,
industry difference, various factors such as credit rating, and the operation is strong, but some scholars
believe that, the asset liability ratio method pays too much attention to the asset liability ratio and net
assets, which is lacking the ability to investigate its future cash flow. Therefore, Zhou Lanzhen (2003)
[14) think that, net cash flow as the basis for measuring the solvency of enterprises, is used to calculating
the amount of loan limitations should be granted to commercial banks.

(2) The Method for Determining Loan Limitation of Commercial Banks under Different
Information Conditions.

Considering whether the commercial bank and the company customer information is balanced or
not, Leippoldy (2006) "> considered a continuous time model, which is based on the Game theory. It
can be used to analyze the game relationship between credit providers and credit recipients under
different information structure, and given the optimal loan limitation management strategy under
different information systems. Zhou Jiangtao and Zhang Yan (2007) "® give the method of determining
the total credit amount under the condition of information equilibrium and the method of determining
the total loan limitation under the condition of unbalanced information, the results of comparative
analysis show that, due to the existence of unbalanced information, commercial banks will have their
own information superiority over the stock of customers credit, resulting in credit concentration risk.
(3) TheMethod for Determining L oan Limitation of Commercial Banksbased on Credit Grade.

Taking into account the nonlinear effects of the credit rating of the company's customers on the line
of credit, Cheng Gong, Zhang Wei and Xiongxiong (2006) " had come up with a reasonable basic
assumption, the level of credit risk and credit rating of company have a corresponding relationship.
According to this hypothesis, they proposed a method to determine the customer's risk level based on
the customer credit rating, and constructed a nonlinear model of the bank customer risk limit. He Zili
(2007) "™ believes that the research on the quantitative model depends on the determination of the
credit rating of the customer. From the new perspective of symbiosis theory, he examines the credit
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quota model, and puts forward the logic framework of the credit quota verification based on the
symbiotic degree of the main parameters and characteristics of symbiotic degree analysis.

(4) The Method for Determining Loan Limitation of Commercial Banks based on Economic
Capital.

In recent years, with the continuous changes of the international financial structure and the gradual
intensification of financial risks, especially the frequent outbreak of various financial crises, the credit
risk management system of commercial banks is becoming more and more prominent. For example,
Taylor (2002) ") used the economic capital of commercial banks to measure the amount of personal
loans in the loan amount, and thought the correlation between the loan applicant have an important
impact on the determination of economic capital and loan limitations. On the basis of the introduction
of economic capital, Zhou Kai (2008) ! optimized the allocation of risk and economic capital of the
members of the group, so as to maximize the benefits on the basis of risk control. Liu Zhenhua and Xie
Chi (2012)*set up the loan limitation determination model from the maximum commercial bank's
risk adjusted capital gains (RAROC), and carried on the empirical test.

(5) Other M ethods.

In addition to the above methods, some scholars have studied the method of determining the credit
line of commercial banks from other angles. According to the characteristics of the domestic financial
market and bank credit risk management, Cheng Gong and Zhang Wei (2008) **' built a structured
model of noise,and on this basis, they put forward a new method to calculate the customer's risk limit.
Zhou Minghao and Wang Xiaoying (2010) ** introduced some problems existing in the current credit
quota calculation, and put forward the methods to improve the credit loan amount. Assuming that the
financial needs of customers at different times are subject to the Brown movement, Stanhouse,
Schwarzkopf & Ingram (2011)** set up the credit line determination model of commercial banks from
the perspective of the customer's financial needs. On the basis of flexible financial management theory,
Miao Xilin (2014)**! adjusted the basis for the design of short-term loan amount calculation method by
giving full play to people’s subjective initiative and taking credit risk as a target. By investigating the
provident fund deposit, the employees and their family members living standards, once the purchase
and loan and credit status, Wang Yongfeng (2015) * summed up a set of all housing provident fund
deposit fair and uniform, continuous and stable, flexible and simple calculation of the loan amount of
mathematical methods.

The Efficiency of Commercial Bank Loan Limitation

Some domestic scholars have also studied the efficiency of commercial bank loan limitation. For
example, Ren Shike, He Zhengwen and Xu Yu (2009) *"! study the Max-NPV project scheduling
problem based on the bank credit line, and discuss the influence of the bank credit line and customer
payment proportion on the project income. Ying Qianwei and Luodanglun (2012) ** found that bank
credit did have the ability to ease financing constraints and improve investment efficiency. However,
the financing constraint is smaller, the quality of corporate governance is worse, in the strong
relationship between government and enterprises, the efficiency of the use of credit lines (enhance the
efficiency of investment) is lower. The results of this study to some extent, that the bank credit is to
ease the role of financing constraints, but also in the high cost of agency enterprises may also lead to
excessive investment and investment efficiency distortions. According to the financial data of A shares
of listed companies in Shanghai and Shenzhen stock market form 2004 to 2014, Song Yibei (2016) !
made an empirical analysis of the relationship between government and enterprise, the amount of bank
credit in the financing constraints and over investment. The study found that bank credit can alleviate
the financing constraints, and reduce the investment cash flow sensitivity, but in the enterprises with
strong relationship between government and enterprises, the investment cash flow sensitivity decline
was not obvious, reflecting the "hedging effect of excessive investment to ease the financing
constraints effect". In addition, based on the framework of structural model, considering the uniform
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credit line constraint, Chen Lin and Zhou Zongfang (2015) "

of credit quota.

established the optimal allocation model

Conclusions

This paper has summarized the research status quo of the domestic and international loan limitations of
commercial banks from three aspects, which are the influencing factors of the loan limitation of
commercial banks, the method of determining the amount of loan limitation of commercial banks, and
the efficiency of commercial banks. Among them, the empirical research of domestic and foreign
scholars on the influence factors of the commercial bank loan limitation is more abundant, but the
theoretical research is relatively weak. The domestic and foreign scholars have put forward the method
of determining the credit amount of commercial banks from different angles, it mainly includes asset
liability ratio method, the method of determining the credit amount of commercial banks under
different information conditions, the method of determining the credit amount of commercial banks
based on credit rating, the method of determining the credit amount of commercial banks based on
economic capital, and so on. However, there is still a lack of comprehensive method to determine the
loan limitation of commercial banks. Domestic scholars use efficiency of credit of commercial banks
mainly refers to the influence of bank credit facility and customer payment proportion of the income of
the project, the relationship between efficiency of loan limitation, optimization problems such as the
amount of credit but there is little research on how to improve the efficiency of commercial bank loan
limitation. As mentioned above, the future development direction of commercial bank loan limitation is
also the direction of exploring the method to determine the loan limitation of the comprehensive
commercial banks, and seeking to improve the efficiency of the commercial bank loan limitation.
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