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Analysis of the Causes and Countermeasures for the Narrowing of Net Interest Margins in
Commercial Banks Under Interest Rate Liberalization Reform
Chao Zhang
Bank of Shanghai Co., Ltd. Beijing Branch
[Abstract] As China's interest rate liberalization reform approaches completion, the continuous narrowing of
net interest margins among commercial banks has become an industry consensus. This paper delves into the
causes of this phenomenon, examines its impact on the banking sector's operational performance, and proposes
countermeasures. From the perspectives of macroeconomics, financial markets, and bank micro—management, it
identifies key factors such as asymmetric downward adjustments in deposit and loan rates, intensified
competition, and low returns in the real economy. The study finds that short—term interest rate compression has
significantly increased banks' profitability pressure, thus advocating for commercial banks to accelerate their shift

from "scale—driven" to "quality—driven" models. By optimizing asset and liability structures, developing

intermediary services, and deepening fintech applications, banks can reshape their profit models.
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