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Changes, Challenges and Responses to the Development
Environment of Small and Medium-sized Banks
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Abstract: Small and medium-sized banks face serious challenges amid changes in the external
environment and the state of the banking sector. From an overall perspective, the economic transformation
and market shifts require small- and medium-sized banks to adjust their business configuration, pay greater
attention to retail business development, expand organizational boundaries and rebalance risks. From an
industry perspective, capital market reform, market competition and technological development are reshaping
the competitive landscape of the banking industry and continuously compressing the survival space of small
and medium-sized banks. This may create a need for large banks to strengthen cooperation with small- and
medium-sized banks when carrying out small and micro lending as well as extending credits to farmers, the
agricultural sector and rural areas. In terms of technology, digitalization has put small- and medium-sized
banks in a difficult position, requiring them to establish a new competence system to better realize their existing
functional positioning.
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