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Table 1 Description statistic of the data
ACAP/ . 0.76 0.38 7.58 -4.18 1.98
ARISK; , -0.49 -0.58 13.06 -22.73 5.16
SIZEJ . 14.13 13. 86 16.28 11.34 1.07
ROAA; 0.85 0. 88 1.45 0.15 0.29
COSTIN,, 39.12 39.11 49. 28 29.54 4.42
NPL;, 2.34 1.7 9.33 0.39 1.75
LLRLJ . 2.46 2.40 5.08 0.71 0.84
CAPLOW, , 0.22 0 8 0 1.04
CAPHIGH; , 3.92 3.48 13.87 0 3.35
CAP; 9.42 9.48 15.27 -1.47® 3.36
RISK; ,_, 57.35 57.02 72.83 42.95 6.04
GDPG; , 10. 56 10. 35 13 8.9 1.52
CR4DEPj E 73.50 73.34 75. 87 71.24 1.49
® 15
.15 2010
78.89%

@ 20052006 -1.47% -0.39%.
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Table 2 Regression results
1 2
ACAP,, ARISK,, ACAP,, ARISK,,
P P P P
c 2.8291(0.8857) 0.3779 | -53.0553™(-2.2962) | 0.0237 | -0.0537(-0.0168) | 0.9866 |-71.9552""( -2.9726) | 0.0037
ACAP,, -0.5693"(-1.8476) | 0.0676 -0.6634(-2.2725) | 0.0252
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CAP; ~0.908 3**( - 34.604 5) | < 0.000 1 ~0.899 1( - 32.206 9) | < 0.000 1
RISK, ., ~0.1553*( -2.1710) | 0.0322 -0.1438"(-1.9715) | 0.0514
SIZE,, ~0.13487(-1.9350) | 0.0558 | -0.9501"(-1.8606) | 0.0657
STATE, , ~0.3668(~2.7636) | 0.0068 | —3.0092"( -2.8399) | 0.0054
ROAA;, 0.365 6**( 2. 625 4) 0.010 0 0.262 8" (1.861 1) 0.065 6
COSTIN;, -0.0146"(-1.6609) | 0.0998 -0.010 4( - 1.385 5) 0.168 9
NPL,, ~0.1703( -0.5553) | 0.5799 0.233 6( 0. 805 2) 0.4226
LLRL,, ~0.1657( -0.4660) | 0.6422 -0.2998(-0.8491) | 0.3978
CAPLOW, ~1.081 8°7(13.3359) [<0.000 1| -0.4920 (-1.9475) | 0.0542 |-1.0568"( —13.3659) | < 0.000 1| -0.724 7°*( =3.1102) | 0.002 4
CAPHIGH,, 0.5194%%(24.374 1) | < 0.000 1 0. 196 6( 0. 897 6) 0.3715 | 0.53197%(22.8239) |<0.000 1 0.257( 1. 450 2) 0.150 1
GDPG,, ~0.1829"*( =3.4919) | 0.0007 | —1.676 1™( =5.2075) | <0.000 1| -0.18"*( -3.5532) [<0.0001| -1.6735"*( -5.1458) | < 0.000 1
CR4DEP,, 0.124 57(2. 676 4) 0.008 7 1.294 77( 3. 578 6) 0.0005 | 0.1356™7(2.9919) 0.003 5 1.361 97(3.798 4) 0. 000 2
YEAROS; , -0.5270"*( -3.8366) | 0.0002 | -3.8792"*( —3.2882) | 0.0014 | -0.431 9™ ( =3.2542) | 0.0015 | —=3.4174™(-3.1144) | 0.0024
R’ 0.957 8 0.276 6 0.958 1 0.280 0
AR(2) test( P) 0.213 4 0.194 7 0.192'5 0.2573
Sargan test( P) 1.000 0 1.000 0
DR e 10% 5% 1% ; T
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Table 3 Robustness check
1 2
AP, RISK, ,_, cap, RISK, .,
OLS - 0.893 7% -0.136 7*** - 0.886 5% -0.134 9"
SYS-GMM -0.908 3% -0.1553* -0.899 1 *** -0.143 8"
EF -0.913 9% -0.159 1** -0.907 2% -0.158 2%
ol 10% 5% 1%
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2008 1 4)
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Banking capitalization and risk-taking under capital adequacy regulation:
Empirical evidence based on cyclicality hypothesis

ZHANG Zong~i' LIU Yin' |[TANG Xian-ming] ~ WU Jun'

1. School of Economics and Business Administration Chongqing University Chongging 400044  China;
2. National Natural Science Foundation of China Beijing 100085 China

Abstract: Based on the theory of bank capitalization and risk-taking this paper tests the cyclicality hypothe—
sis and examines relationship between banking capital and risk endogenous adjusting behaviors under the cap—
ital adequacy requirement by constructing simultaneous equations model with economic cycle market structure
as macro environment variables and loan provision expenses management as bank specific variables. System—
Generalized Method of Moments is employed to estimate the model with annual data of the 15 major commercial
banks in China over the period between 2004 and 2010. The results show that the association between the
change in capital and risk is negative; the bank capitalization and risk+aking behaviors are countercyclical;

the reduction of bank concentration has significant positive impacts on capital increases and risk reduction; the
capital adequacy is effective in increasing the capital adequacy ratio but not in reducing the portfolio risk.

Key words: capital regulation; bank capital; portfolio risk; cyclicality; endogenous



