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Gap Management Using an Application Forecasting Model in a Commercial Bank
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Abstract

The stochastic interest rate impact on the interest-sensitive gap that a commercial
bank held is investigated herein. A net interest margin (NIM) emerged as part of the
interest-sensitive gap influence on the net interest revenue of the commercial bank.
The commercial bank could make the interest rate hedging strategy in the expectation
that the stochastic interest rate to decrease the NIM. This paper applying a Grey

Markov chain forecasting theory model to a commercial bank’s interest-sensitive gap
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management. A Taiwan commercial bank is employed as the example. The managers
of a commercial bank can apply this forecasting model to estimate the value of its
NIM irregardless of the interest rate redundant.

Keywords * net interest margin + grey Markov chain - forecasting model - interest-

sensitive gap
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