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Stock Option Loans: An Analysis of the Development Path of the Investment and Loan Business of

City Commercial Banks

LI Yuexing WU Jicheng

(Investment Banking Department, Xiamen Bank)

Abstract Science and technology finance is ranked as the first of the "five articles" identified by the Central
Financial Work Conference,highlighting the importance of financial support for science and technology innovation.
Commercial banks are a critical component of China's financial system and they play a key role in providing financial
support for scientific and technological innovation.As a financial service model integrating debt financing and
equity financing,investment and loan linkage can play a unique and important role in bank support for scientific and
technological innovation.The business model and early accumulation advantages of traditional city commercial banks
can no longer meet the needs of the market and the country overall for the development of science and technology.
Compared with ordinary debt financing and equity investment,the option business retains the opportunity to share
the equity return on the fixed return of the debt,which to a certain extent changes the risk mitigation mode and profit
model. It alsohelps build the linkage between investment and lending in line with the operating characteristics of the
city commercial banks themselves.This paper summarizes the existing commercial banks' investment and lending
industrial chain.It reviews the basic modes of existing commercial banks' investment and loan linkage business,
focuses on the operation mode,risk-return logic and the profit cycle forecasts of the stock option loan mode.It also
recommends that city commercial banks upgrade the skills of their own professional teams and pay more attention
to the risk segregation of the stock and debt businesses.They also need to establish the logic of credit granting in line
with the characteristics of science and technology enterprises and clarify the source of income from the enterprise's
stage-by-stage valuation growth.
Keywords Warrant Option Loan, Investment and Loan Linkage, Technology-Based Enterprises
JEL Classification G21 G32 031
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