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Abstract

Over the past two decades, my country’s rapid economic development has provided
important opportunities for small and medium-sized banks to expand. In recent years, in the
context of increasing uncertainties in the external environment, switching of internal growth
momentum, and deepening reforms in the financial market, the downward pressure on the
domestic economy has been obvious, financial supervision has become stricter, and the risk
exposure of small and medium-sized banks has increased, and their development is facing
More pressure and challenges than ever before. In May 2019, Baoshang Bank experienced a
serious operating crisis. In order to further protect the legitimate rights and interests of
customers, the China Banking and Insurance Regulatory Commission made a decision to take
over Baoshang Bank. Relevant takeover measures provide guidance for the development of
small and medium-sized banks, and also show the determination of the Chinese government
to rectify problematic banks and maintain financial stability. At present, my country's
financial industry is still in a wave of deepening reforms, and the ecological environment of
small and medium-sized banks has undergone significant changes compared with the past.
The Baoshang Bank incident reflects the current common problems in the development of
some small and medium-sized banks, and the lessons are worthy of deep reflection.

This paper selects the case of Baoshang Bank, which is widely concerned by the
society, comprehensively combs the development process and current situation of small and
medium banks, reveals the risks they face, and proposes countermeasures and suggestions for
small and medium banks to prevent risks on the basis of dissecting the internal and root
causes of the risks. The specific arrangement of the article is as follows: According to the
development of the economic situation and the changes in the external operating environment
of commercial banks, the risk problem of small and medium commercial banks is raised, and
the risks faced by small and medium commercial banks are analyzed using financial fragility
theory and commercial bank management theory. The fragility of banks is more obvious, and
asset liability risk management is more difficult. Secondly, starting from the development
characteristics and business models of small and medium-sized banks, the key indicators of
small and medium-sized banks in China are compared with those of large national banks.
Capability, asset quality, capital adequacy ratio and other aspects show the status quo and



problems of small and medium-sized banks; then take the case of Baoshang Bank being taken
over as an example, show the full story of the incident, and focus on analyzing the operating
conditions and management of Baoshang Bank before it was taken over According to the
analysis, the failure of Baoshang Bank's operation until it is taken over is mainly due to the
accumulation of governance risks, the concentration of credit risks, and the loss of control of
liquidity risks. These are the hidden dangers common to most small and medium-sized
commercial banks in China. Therefore, the article further In-depth analysis of the risk roots of
the majority of small and medium-sized banks represented by Baoshang Bank. Finally, the
article puts forward countermeasures and suggestions for small and medium commercial
banks to prevent risks, health and sustainable development, and provide ideas and directions
for the transformation and development of small and medium banks. This is also the

significance of this article.

Key Words: Small and Medium-sized Banks; Financial Risk; Baoshang Bank; Case
Study
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