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Abstract. Currently, the Chinese economy is encountering a period of stagnation in its development. Sustaining the rapid growth 

rate of the economy has become a challenge, as there is a lack of adequate momentum for continuous high-speed advancement. 

The nation is edging closer to the middle-income trap, and the conventional approach of relying on investment, exports, and 

consumption to propel economic growth is proving to be unattainable. It must be achieved through the transformation of 

economic structure, and the transformation of the financial industry is the most important part of it. The research question of this 

article is how commercial banks affect economic growth and how China's banking system has developed. The WTO's entrance 

into China has been a major catalyst for the banking industry and its system to be built. The literature review section delved 

deeply into economic growth, examining the concept of it, how it is achieved in China, as well as any factors that may influence 

it. More importantly, the study reviewed what the banking industry is and the development stages of China's banking industry. 

The banking industry's development was examined in the concluding part of the literature review, examining pertinent studies on 

the effect of economic expansion. In the discussion section of the research, we analyzed how the banking industry affects 

economic growth through its impact on capital allocation, banking services, and currency. Ultimately, we drew corresponding 

conclusions and proposed countermeasures and suggestions for the future development of the banking industry. Due to the fact 

that the industrial structure of developing countries is usually dominated by labor-intensive industries, clarifying the 

interrelationship between China's banking structure, capital allocation efficiency, and economic growth has universal 

significance and reference value for relevant financial arrangements in developing countries.  
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1. Introduction  

This paper will attempt to identify how the Chinese banking system has developed over time, looking at how the role of the 

commercial banks have influenced economic growth. It will additionally attempt to evaluate the advantages and disadvantages 

of the banking industry to average retail consumer and how this is linked to economic growth by investing access to financial 

support in their business. 

China's economic growth and the modernization of its institutions from purely socialistic in nature to ones with traits of 

market economies, has been a successful endeavor. The reforms have touched upon all institutions and all forms of life 

throughout the country. The Chinese banking system is a part of those reforms and is in the midst of a generational program of 

changes as it transitions to a more open system supportive of China's emergence into global economics after decades of 

communism and state ownership. The program began in the early 1980s and it continues to the present day [11]. 

On the development situation of the global banking industry, Economic and Financial Outlook Report 2022 believes that the 

economies of various countries are heading for recovery, and the profitability is recovering quickly. China's banking sector has 

become more positive, and its support for the real economy has been strengthened [3]. With the electronation, diversification and 

globalization of commercial banking business, the traditional market tends to be saturated, the marginal profit of traditional 

business is declining, and the business competition is becoming increasingly fierce. China's banking industry is facing the 

challenges of digitalization, cross-border operation, risk management and other new trends. With the promotion of RMB 

internationalization, the Bank of China is strengthening cooperation with overseas financial institutions. Banks are concurrently 

broadening the utilization of financial technology, augmenting the examination and exploitation of customer information, and 

realizing intelligent services. On China's economic and financial situation, the Third Quarter 2023 Economic and Financial 
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Outlook Report believes that China's banking sector has helped play the fundamental role of consumption and the key role of 

investment, and has raised the level of capital adequacy on the basis of strict risk control. The third quarter of 2023's "Economic 

and Financial Outlook Report" demonstrates that the banking sector has augmented counter-cyclical backing for the real 

economy, with the magnitude of assets and liabilities continuing to grow [1]. 

  The banking sector's institution building may be spurred on by China's entrance into the WTO, a question that has been 

posed. Currently China is one of the most monetised economies in the world. At the end of 1999, the loan to GDP ratio was 114 

per cent. However, four large state-owned banks that have combined market shares in loans and deposits of over 70 per cent 

dominate the banking sector. Furthermore, interest rates are set centrally by the government and banks have little leeway in 

pricing risk. Although a program is in place to remove the stock of old bad debt from these four banks' balance sheets by 

transferring it to asset management companies, the likelihood of the state retaining ownership of these banks for the foreseeable 

future is high. 

2. Research Review 

2.1. Economic Growth 

2.1.1. Overview 

Economic growth is an important field of economics research, which involves the economic development and prosperity of 

countries, regions and societies. The term economic growth typically refers to the increase in the total economic output of a 

nation or area within a specific timeframe, often quantified by the gross domestic product (GDP) or GDP per person [21]. 

However, the definition of economic growth is not absolute, and different scholars and policymakers may emphasize different 

aspects and indicators. The distinction between nominal GDP and real GDP is clear: the former only gauges the actual cost of 

goods and services, while the latter is based on their monetary worth. The effect of inflation can be estimated through increases 

in nominal GDP (Amadeo, 2022). Nominal GDP is usually higher than real GDP because inflation is usually positive. One of the 

most common measures of economic growth GD per capita represents the economic value created by each person on average. So, 

GDP per capita is commonly used to measure a country's economic growth index along with more traditional GDP indicators. 

(Fernando, 2023) 

The formula of GDP: GDP = consumption + investment + government expenditure + exports - imports [2] 

2.1.2. China’s Economic Growth 

 The speed and scale of China's economic transformation is unparalleled. In 1978, China was one of the poorest countries in the 

world. Following that, China's per capita GDP has increased by over 8% on average each year. The standard of living for its 

people has notably progressed, propelling China to its position as the world's second largest economy. While China did 

experience some economic growth between 1952 and 1978, it was largely driven by government investment and advances in 

education, while productivity actually regressed due to factors such as famine and the Cultural Revolution. 

This strategy, which relies heavily on capital accumulation, is unsustainable and has serious consequences. The attempt to 

industrialize during the Great Leap Forward (1958-1960) not only did not increase GDP growth rates, but it also had a disastrous 

impact on agricultural output. When China experienced adverse weather conditions in 1959, a widespread famine occurred. This 

led to the Great Leap Forward Famine of 1959-1961, which resulted in a significant decrease in the workforce and hindered 

economic growth. The industrialization policies pursued by the Chinese government between 1952 and 1978 created unfavorable 

incentives and misallocation of resources, leading to a decline in aggregate productivity, recurrent food crises, and relatively 

little improvement in living standards [18]. Zhu brings in further detail [18]. While China is going through a Cultural Revolution 

and economic turmoil [18]. Zhu brings in further detail, claiming that how the Communist Government established the general 

policy of reform and opening up in 1978. Therefore, from 1978 to 2007, total factor productivity of state-owned and non-state-

owned enterprises grew rapidly. The high growth rate of agricultural productivity causes workers to leave agricultural jobs, 

causing more and more labor to flow to other jobs, resulting in an increase in productivity benefits. 

  In the past four decades, China's Gross Domestic Product has grown to a staggering 74.35 trillion yuan, averaging 9.6 

percent annually and representing an impressive 30-fold increase in total. However, it is worth noting that the growth rate has 

declined in recent years after accelerating from 1978 to 2007.China's economy has experienced rapid growth since the 

implementation of reform and opening up policies in recent years. Over the past decade, however, the pace has begun to slow. In 

2019, China's per capita income exceeded $10,000. The COVID-19 epidemic has had a devastating effect on China, with 

economic growth of only 2.2% in 2020 and a mere 8.1% in 2021, due to stringent regulations. However, the faster spreading 

Omicron virus arrived in China in early 2022. China decided to continue its zero-coronavirus policy, but this resulted in very low 

GDP growth of just 3% in 2022. Now, China is struggling to reboot its economy, with an official growth target of 5 percent for 

2023.  
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  China is expected to face ongoing difficulties in its external environment due to a sharp decrease in global economic growth, 

the ongoing impact of COVID-19 during an economic decline, challenges within domestic industries, and trade conflicts with 

nations like the United States. The World Bank predicts a continued decrease in global economic growth to 2.1 percent in 2023, 

with a slight recovery to 2.4 percent by 2024. In the current grim situation, China faces enormous challenges, but the policies 

promulgated by the Chinese government are working to restore GDP growth. 

 

Figure 1. Chinese GDP growth in past 50 years 

2.1.3. Factors Affect Economic Growth   

 Many elements, including economy, politics, society, culture and more, shape economic growth. (Economics discussion, 2023)  

From the perspective of the international background, real GDP, etc., the impact of these factors on economic growth may be 

positive or negative [14]. 

  To be specific, first of all, natural resources play a vital role in economic development, such as land, minerals, oil resources, 

water, forests, climate and so on, relatively speaking, countries with a lot of natural resources enjoy good economic growth. 

However, the effective use of natural resources depends more on the skills and capabilities of human resources. For example, 

China has vast natural resources, but its human resources and technology are relatively backward, and its per capita GDP has not 

reached the level of developed countries.  

  The second point is human resources, the quality of which depends on education, skills and so on. Labor force has a direct 

impact on economic growth. Shortage will hinder economic development, while surplus labor force has little significance for 

economic growth. Instead, it will lead to rising unemployment and social instability. Therefore, a country's human resources 

should be sufficient in quantity, with skills and abilities to promote economic growth [22].  

  The third point is capital, capital formation depends on domestic savings, investment and foreign capital inflows. Physical 

capital is also divided into the first kind of machinery, equipment that helps produce goods. The second category is indirect 

capital, infrastructure such as electricity, transportation and so on [22]. The third category is called revolving capital, where 

capital continues to be invested in things like irrigation, fertilizers, etc. Capital accumulation contributes to economic growth by 

increasing productive capacity and providing more employment opportunities. Therefore, in order to obtain sufficient capital 

accumulation, the assistance of foreign capital is also needed. For example, China, a developing country, is competing with other 

developing country to attract foreign investors to increase the output, income and employment of developing countries, so as to 

improve the level of economic growth.  

  Fourth, entrepreneurship includes the economic system created by the entire production process and is the main source of 

economic growth. The catalysts of economic systems and technological advancement are entrepreneurs, as they utilize the three 

factors explained previously in the production of goods and services [22]. 
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3. Banking Industry 

3.1. Overview 

Banking is an industry that processes cash, credit, and other financial transactions for individual consumers and businesses. 

Banking provides households and businesses with the liquidity they need to invest in the future, Banks provide account numbers 

to customers, so people can store and use their money in banks. Because it provides individuals, families, and organizations with 

resources to trade and invest, banking is of great value to the economy. One way the banking industry does this is by organizing 

and issuing loans for applicants, which they can use to buy a property, start a business or finance a college education. (Indeed, 

2023)  

  The operation of banking depends on the holding of financial assets. Typically, banks take deposits from individuals or 

businesses and promise to withdraw the funds if the depositors want them. Depending on the type of account, banks may also 

pay interest on depositors' money while attracting more people to put their money in the bank. After accepting deposits, the bank 

then loans out the money to individuals and businesses, earning interest payments from borrowers in exchange. Banks make 

money by leveraging the spread between the interest rate paid to depositors and the interest rate charged to borrowers. In 

addition to loans, banks can invest their own money in other types of assets, such as government securities, to get a certain 

amount of capital backing and operate profitably [9].  

3.2. Features of the Banking Industry 

Banking is essential to the modern economy. As a major provider of credit, it provides money for people to buy cars and homes, 

and for businesses to buy equipment, expand their operations and pay salaries [9]. Banks also provide savers with a safe place to 

park their money, insure many accounts, and earn some interest on them. Banks provide credit cards, checking accounts, etc. to 

facilitate daily transactions.  

Various categories exist within the banking sector, encompassing retail, commercial, corporate, and investment banks. Large 

global banks typically operate separate divisions for each category. An institution that furnishes financial services to both 

individuals and businesses of the public, a commercial or corporate bank is [9]. Commercial banks usually have physical 

branches and employ ticket makers and advisers who can help customers with deposits or withdrawals, loans, and protection of 

personal assets. Commercial banks can also help commercial customers obtain commercial loans so that they can use these loans 

to fund their operations. Retail banks operate similarly to commercial banks by providing financial services to public customers. 

However, retail banks typically serve individual customers only by helping them with their banking needs, not businesses as 

customers. Retail banks can help individual customers look after their money, open new checking and savings accounts for 

customers, facilitate their personal loans, and set up mortgages to help them buy property. Investment banks primarily serve 

large organizations, companies, and institutions that need investment help. Investment banks can help organize and confirm 

tasks such as mergers and acquisitions, issuing securities, and helping companies finance projects that require large amounts of 

capital. (Indeed, 2023) Unlike the banks mentioned above, central banks do not deal directly with the public. The Central bank is 

an independent body mandated by the government to oversee the country's money supply and monetary policy.  

3.3. Chinese banking industry 

From the establishment of the People's Republic of China, the banking sector in China has undergone various phases of growth. 

The initial stage began with the creation of the People's Bank of China in 1949.2018), the People's Bank of China, as the central 

bank of China, undertook the responsibility of issuing RMB, organizing and regulating currency circulation, and was also a 

commercial bank engaged in deposit, loan, exchange and foreign exchange business. At that time, Chinese banks had a wide 

coverage but a small volume of business. 

From 1951 to 1979, the Agricultural Bank of China and the China Construction Bank were established successively. Before 

the reform and opening up, these banks mainly undertook policy tasks. For example, the Agricultural Bank of China mainly 

provided loans to support agriculture, and the China Construction Bank was mainly responsible for the investment allocation of 

national infrastructure construction. During this period, these banks were gradually separated from the People's Bank of China 

and became independent financial institutions.  

Between 1979 and 1985, with the advance of reform and opening up, the Agricultural Bank of China and others began to 

restore their independent legal status, breaking the "grand unification" pattern of the People's Bank of China. This period was the 

initial stage of China's banking industry, and the business scope of banks gradually expanded.  

Since the mid-1980s, China's banking industry has experienced rapid reform and development. Over time, the four leading 

specialized banks in China, including Industrial and Commercial Bank of China, Bank of China, China Construction Bank, and 

Agricultural Bank of China, have evolved and now dominate the country's banking sector. These banks gradually transformed 
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from policy banks to commercial banks and began to expand their international business. At the same time, other joint-stock 

banks and local banks have also been established, further enriching the main composition of China's banking industry.  

Following the turn of the century, China's banking sector has experienced substantial transformations in its framework. Many 

of the big banks are reforming and listing overseas. At the same time, with the opening of the financial market and the promotion 

of financial innovation, various new financial institutions, such as Internet financial companies and technology financial 

companies, have begun to rise, which has a profound impact on China's traditional banking business. 

In general, China's banking industry has experienced great changes in the past 50 years from scratch, from small to large, 

from single to multiple. As a result of the reform and opening up policies, the banking sector in China has evolved and improved 

over time, playing a crucial role in bolstering the country's economic growth.  

4. Effect of economic growth in banking industry 

Ghossoub mentioned that a large number of macroeconomic studies focus on the role of financial market in economic 

development, and studies show that an active banking system is conducive to a higher economic growth rate. In addition to the 

stage of financial development, monetary policy also affects the process of development. The initial research revealed a 

correlation between inflation and slower economic expansion, yet the 2013 study demonstrated that the effect of monetary policy 

differs from nation to nation. Ghossoub's research shows that monetary policy can have completely different effects at different 

stages of financial development. Because policy transmission channels in developing countries are very different from those in 

developed countries, effective policies in developing countries face major challenges. Shan mentioned that China's financial 

development and economic development are particularly important, therefore, it is important to establish developed financial 

institutions, especially central bank independence and interest rate liberalization and sound financial intermediation, all of which 

are important for the efficient allocation of capital, which in turn helps to establish sustainable economic growth. In China and 

other countries, the prevalence of strong government control over banks is a common occurrence; however, when this ownership 

is elevated, financial progress, per capita income, and productivity growth become more sluggish.  

Shan shows that China's economy is still a labor-intensive economy, and its main source of growth comes from the extensive 

use of labor force. Financial development has indeed contributed to China's GDP growth, and rapid changes in China's financial 

system have brought a large amount of credit into the Chinese economy. The fact that total credit contributes more to China's 

GDP growth than net investment implies that its main source of growth also comes from the widespread use of credit/resources 

at the expense of productive net investment. After labor and credit, trade is the second most important component of GDP. The 

effect of net investment on GDP is small and does not last much longer. China’s economic growth has been significantly 

impacted by financial development, as evidenced by the total bank credit. This is second only to labor in terms of its influence 

on economic growth. In view of this, the rapid reform and changes in China's financial system have brought a large amount of 

credit resources to the economy, thus boosting China's GDP growth. However, we also find that the strong economic growth of 

the past two decades has had a significant impact on financial development, as it provides a solid credit base (through increases 

in personal income and income). 

5. Discussion / Development 

5.1. The Correlation between the Banking Sector in China and the Nation's Economic Development. 

5.1.1. Theory 

There are several elements that influence Chinese banking industry, like capital allocation, banking services, risk events, banking 

structure, inflation and so on. And I will mainly focus on capital allocation and banking services. Because I think capital 

allocation converting funds a part of banking and being important to growth. Banking structure plays an important part in 

economic and inflation impacted by the banking sector and through the overall economy links to growth such as GDP, interests’ 

rates and so on. 

5.1.1.1. Capital Allocation 

Beck determined that capital allocation is a critical factor in economic expansion. In the course of economic growth, capital 

allocation is an essential part [25]. By judiciously allocating resources, economic efficiency can be improved and economic 

growth can be advanced. Specifically, Lin believes that it is important for China, as an emerging economy, to optimize the 

allocation of resources [17]. Bank loans are one of the main financing channels for enterprises. Optimizing the allocation of bank 

funds is conducive to providing enterprises with more timely and reasonable financing support and promoting enterprise 

development and economic growth. In terms of the development of the real economy, China's banking industry has provided 

important support to the real economy through credit issuance and other means. In addition, Xu also believes that to promote 
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economic development, it is necessary to better deploy resources [28]. China's banking industry actively supports regional 

economic development by optimizing capital allocation. The bank promotes the coordinated development of regional economies 

by supporting investment and loans in different regions. At the same time, banks continue to optimize the credit structure, 

increase support for small and micro enterprises, rural areas and other areas, and promote the development of these areas. 

As we all know, the capital allocation of banks is very important for economic development, and efficient industries often 

need more financial support to obtain more benefits. However, misallocation of capital often leads to great risks. Goel 

researched that overallocation of capital can lead to economic overheating and asset bubbles, increasing financial risks and 

economic instability. Moreover, Xu confirmed that China's banking industry has a problem of under-allocation of capital in 

certain sectors and industries [28]. For example, for emerging industries such as scientific and technological innovation and 

green energy, banks are often reluctant to invest too much capital because of the greater risk. This has led to the development of 

these industries being restricted and unable to obtain adequate financial support. 

Capital allocation means deciding where a company spends its money in a way that increases efficiency and maximizes 

benefits. Zhang believes that in the process of economic growth, emerging economies such as China will experience 

technological bias and structural changes, which will lead to the deviation of resource allocation, especially the serious capital 

redundancy and resource mismatch in emerging economies, which will hinder the quality of economic growth. Therefore, as an 

emerging economy, China's social and industrial structure is unstable, and the capital allocation of developed countries is not 

suitable for China's national conditions, so China still needs to find a capital allocation suitable for its own national conditions. 

At present, it does not greatly promote economic growth [18].  

In my opinion, the efficient allocation of resources by banks can promote economic development. For example, banks can 

provide credit funds to support and help enterprises develop, and they can also provide capital investment in a certain region to 

promote regional economic development. Despite its burgeoning economy, China still faces numerous issues, including a lack of 

proper distribution of capital and resources, as well as redundancy and an absence of resources. China also needs to explore the 

allocation of capital in order to find the most suitable way to play a catalytic role. 

5.1.2. Banking Structure 

I think the strength of the banking structure can contribute a lot to economic growth. More than half of the assets in China's 

banking sector are owned by state-owned banks, so the government has strict controls on lending risk in the banking sector, 

which facilitates a high degree of transparency in lending, equity offerings and investments. In addition, after China's accession 

to WTO in 2001, the banking organization was transformed and the amount of foreign investment increased greatly, which also 

led to the acceleration of domestic economic growth. Therefore, China's banking industry increased its products and services 

through diversification in the joint venture, which also promoted economic growth. But because the government has too much 

power, it may lead to official autocracy and undermine the advantages of the banking system. But overall, I think the advantages 

outweigh the disadvantages at this stage. 

   The financial sector is essential for promoting a nation's economic advancement, ensuring effective allocation of credit, and 

supporting the growth of businesses. Wang believes that China's banking industry has a high degree of concentration, and its 

assets and market shares [26]. The majority of banking services are centralized within the four state-owned commercial banks, 

which could detrimentally affect the economies of less affluent nations. As China joins the WTO, the growth of its banking 

sector resulting from the presence of foreign banks may enhance resource allocation efficiency. Additionally, increased 

competition in the banking industry can help stimulate economic development. growth. Therefore, the study shows that the high 

concentration of Chinese banks has a negative impact on economic growth, but the impact is not obvious. According to Cui, the 

structural variables of banking industry are significantly negatively correlated with the amount of economic growth, indicating 

that the optimization of banking concentration can significantly promote economic growth and exert a more obvious influence 

on provinces and regions with higher marketization level, thus promoting the development of local economy to a greater extent. 

In general, Wu demonstrates China's support for the growth of small and medium-sized banks, indicating that the rise in the 

representation of these banks within the banking system will greatly boost China's overall economic progress [27]. According to 

Yuan, the financial system in a developing China with a plentiful labor force should consist of small and medium-sized regional 

banks that offer financial services to small and medium-sized businesses [18]. Yuan emphasizes that the uneven development of 

the banking market structure is a key factor impacting regional economic growth, leading to the conclusion that optimizing the 

banking structure can be beneficial for economic growth. 

5.1.3. Inflation 

Inflation also appears to be a complicating factor for economic growth. According to Christopher, after 15 years of economic 

reform, the most significant feature of China's economy today is high economic growth and inflation. The following aspects 

mainly demonstrate the beneficial effect of inflation on economic expansion. First, moderate inflation can boost consumption 

and investment. Inflationary conditions lead to a decrease in the real purchasing power of money, causing people to be more 
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likely to invest and consume ahead of time, thus stimulating market demand and economic growth. Second, inflation reduces the 

burden of debt. For debtors, rising prices due to inflation mean a reduction in the real debt burden, which helps to reduce debt 

pressure and stimulate economic growth [3].  

However, inflation can also have a negative impact on economic growth. Inflation will lead to a decline in the efficiency of 

resource allocation. Due to rising prices, producers are more inclined to produce high-priced goods, while consumers are more 

inclined to buy low-priced goods, resulting in lower resource allocation efficiency. China's inflation is mainly generated by over-

investment and unproductive development in the eastern region, which is financed by excessive money printing and central 

budget deficits, but the adverse effects of inflation are mainly borne by poor areas.  

5.2. Positive/negative impacts and elements of the banking industry 

I think the development of banking and economic growth go hand in hand. China is a developing country, and the credit services 

provided by banks can, to a large extent, provide capital flow for China to support the development of enterprises, thus 

promoting economic development. But bank financing above optimal levels is bad for growth. 

Tongurai argues that international capital flows have a direct impact on economic growth and an indirect impact on the 

banking sector and overall financial development, and that foreign capital inflows increase financial resources in the domestic 

economy, reduce financial restrictions on companies, promote domestic investment, and subsequently promote economic growth 

[23]. As the banking system expanded and became more sophisticated, it may have transformed into a more information-driven 

economy. Toguri noted that most academics think the bond between financial growth and economic expansion is twofold, with 

economic growth being beneficial for the advancement of the banking sector. Nonetheless, the research indicates that the 

influence of financial advancement on economic expansion differs across sectors, dissecting economic growth into sector-

specific increments and highlighting the significant role played by both agricultural and industrial sector growth in fostering the 

advancement of the banking sector. In other words, economic growth can be a one-way street in promoting the development of 

banking. Fufa contends that the influence of financial intermediaries and markets on expansion may differ depending on a 

nation's economic development stage, thus demonstrating that the connection between financial advancement and economic 

growth is contingent upon the country's economic growth level being examined. The research reveals that bank credit is an 

influential element in economic growth; however, the correlation between economic growth and bank development is not 

necessarily advantageous. Law found that the level of financial development can only increase to a certain threshold. Beyond the 

threshold level, further financial development tends to have an adverse impact on growth [15]. And more bank financing is not 

necessarily conducive to economic growth, the "optimal" level of financial development is more critical to promote growth. 

5.3. Future Development of the Banking Industry 

My belief is that the banking sector in China has a powerful correlation to economic expansion. Banks are responsible for 

providing credit, which can lead to more loans and capital flow, thus allowing consumers and businesses to access additional 

funds. Additionally, companies' increased expenditure can also boost GDP and economic growth. Banks can also provide 

interest to customers to deposit money, which can boost the savings rate of customers. The higher the interest rate, the more 

principal the bank can earn, and the more money it can lend to businesses, regions, or governments, the better to facilitate the 

circulation of money. On the other hand, if the interest rate is lower, there will be fewer customers to save money, consumption 

will be stimulated, and money will be able to circulate in the market to boost GDP. In the 1970s, people usually paid in cash in 

their daily life, but since the establishment of the Bank of China, people have gradually realized the advantages of bank accounts 

and credit, which can make money make money. It also contributes a lot to economic growth, so banking is inseparable from 

economic growth. However, there are other aspects of promoting economic growth that have nothing to do with banks, such as 

government policies, such as China's accession to the WTO in 2001, foreign capital has been invested in a large part to promote 

economic development, and Sino-foreign joint ventures have enabled Chinese enterprises to continue to develop. Since the 

implementation of the two-child policy, China's population has also increased rapidly, which has undoubtedly brought a large 

number of labor force and GDP growth to China. 

Chen's report points to more prominent structural problems and divergence in the global economy in the areas of 

consumption, employment and inflation, which is expected to further drag on global economic growth [18]. For China's 

economy, as the impact of the novel coronavirus epidemic has subsided significantly and policies to stabilize the economy have 

been given top priority, China's economy is recovering and maintaining a good economic momentum. 

On the development of the global banking sector, Wang report concluded that the world economy has been facing growth 

challenges in 2023, and continued sharp interest rate hikes in major economies have triggered financial turbulence [16]. Global 

bank assets are contracting while banking businesses are under increasing pressure, which is undermining earnings growth and 

capital replenishment. In contrast, China's banking environment is improving across the board as the domestic economic 

recovery gathers momentum. Fiscal and monetary policies are working effectively. Financial regulators need to focus on 

advancing reforms, strengthening weaknesses, promoting development, improving living standards and preventing risks, and 
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guiding the sound growth of the financial sector in a sound ecosystem of competition and cooperation. Against this backdrop, 

China's banking sector has maintained rapid expansion in an improving environment, demonstrating a steady recovery in 

profitability, sound asset quality and capital adequacy. Overall, in the post-pandemic era, the global and Chinese banking 

environment has undergone profound changes, and new developments are needed. 

6. Conclusion  

The 2008 financial crisis not only made people cognizant of the perils of financial derivatives, but also unmistakably illustrated 

the close bond between finance and the economy. Finance, as a driving force for economic development, gathers social funds 

and allocates idle funds in a reasonable manner to further improve the efficiency of fund utilization and achieve rapid economic 

development. A sound financial market mechanism and efficient operating model can provide an appropriate and relaxed 

development environment for the economy, achieving rapid economic development. The financial industry is currently 

composed of banks, insurance, securities, trusts, and leasing, but in China's special economic development model, the 

development of the banking industry is highly valued. Researchers in China have examined the influence of the banking sector 

on the country's economic development. Huang Chao focused primarily on how the structure of the banking industry affects 

economic growth [5]. After analyzing the market structure of China's banking industry and investigating its impact on economic 

development, it was concluded that a notable correlation exists between the industry structure and economic growth. 

Nonetheless, reforming the banking structure is a challenging and time-consuming endeavor, making it less practical. Xu Yanjie 

selected two sets of data: data related to the development of the banking industry and data related to economic development [28]. 

Through correlation analysis, the impact of banking development on economic development was ultimately obtained. However, 

in terms of selecting economic indicators, the selected indicators are too single, and their reliability and representativeness are 

poor. This article mainly analyzes the positive and negative impacts of the banking industry on economic growth. The study's 

primary findings are that, in the course of economic growth, financial development and economic expansion remain closely 

intertwined; however, it is hard to determine the cause-and-effect relationship between them. The question of whether financial 

development drives economic growth or vice versa has sparked debate among academics. According to the viewpoint of 

economic progress, a robust financial system is essential during the economic growth phase to facilitate effective and swift 

expansion. The financial system, with its efficient operation, can detect industries that have the potential for growth during 

economic development and make full use of its fund allocation capacity to allocate idle social funds to those industries that are 

beginning to thrive, thus leading to swift economic expansion. The development of finance is undeniably bolstered by economic 

expansion, which will inevitably result in an augmented stock of social capital and a greater liquidity of funds. Traditional credit 

is difficult to meet people's needs for investment and wealth management. Therefore, under the stimulation of economic growth, 

the financial industry will inevitably accelerate financial innovation and meet people's needs for financial development. 
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