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We examined the effects of Capital Adequacy Requirements, or the BIS regulation, on
banks’ behaviors by using Japanese banks’ data over the period from 1990s to 2000s. There
are two main findings as follows. First, we demonstrate a negative impact of capital
injections on the banks’ lending behavior, or on the capital crunch, under the BIS
regulation. Second, we explain how banks’ excess reserves are affected by the capital
adequacy ratio, which let us know the possibility that the BIS regulation affects the
transmission mechanism of monetary policy.
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