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The Efficiency of Using Financial Derivatives to Manage the Interest Rate Risk
of Chinese Commercial Banks

Wang Jinzhong (Southstern University of Finance and Economic)

Gao Fei ( China Banking Regulatory Commission Supervision Bureau of Sichuan)

Abstract: With the development of futures market in China and interest rate liberalization, how to use interest rate futures to
effectively hedge interest rate risk of commercial banks has attracted more and more attention. In this paper,according to the
characteristics of data,we used the hedging methods based on duration, minimum variance theory, VAR model, MGARCH-
BEKK model and minimum variance matrix model to research using bond futures and interest rate swaps to hedge the
interest risk of commercial banks. By comparing the hedging pros and cons of each model, the hedging models based on
dynamic hedging model and minimum variance matrix model are more effective and suitable for China’s commercial banks.

Key words:interest rate futures; hedging; interest rate risk of commercial banks
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