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Abstract

Rural mutual fund cooperatives have injected financial vitality into the
impoverished rural areas, but their operation has many financial problems and easy to
cause financial risks. This paper focuses on the characteristics of farmers’ loans of
mutual fund cooperatives, and establishes the relation equation between the expected
profits and risk of mutual fund cooperatives, so as to measure the profits on unit risk of
mutual fund cooperatives. Further research shows that the profits on unit risk is
positively correlated with loan interest rate and negatively correlated with default
probability and loan correlation coefficient. Thanks to the high default probability and
high correlation of agriculture loans, even if the mutual fund cooperatives raise the loan
interest rate, it cannot make up for the risk exposure. Therefore, compared with other
financial institutions such as banks, the essence of various financial problems of mutual
fund cooperatives is that the risks of loans are larger and the risk compensation is
smaller. Finally, this paper analyzes the causes of financial risk compensation dilemmas

of mutual fund cooperatives and puts forward corresponding policies and suggestions.
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