Review of Monetary and Financial Studies, Vol.47, March 2024

SUBORDINATED DEBT AND BANKS’ BEHAVIOR:
EMPIRICAL ANALYSIS ON THE IMPACT Of BASEL III

By YOSHIMI YAMADA

(SUMMARY)

The purpose of this paper is to empirically investigate the impact of Basel 111
regulatory changes on banks’ behavior. Using Difference-in-Differences estimation, we
find that the domestic standard banks with more subordinated debts not only reduce
SMEs lending but also “other securities”for foreigner etc. after the regulatory changes
that exclude subordinated debts from in the capital ratio under Basel accord.
Furthermore, as a consequence of dividing subordinated debts into subordinated loans
and bonds, we find that banks with more issued subordinated loans reduce both SMEs
lending and the other securities. On the other hand, banks with more subordinated
bonds only reduced the other securities.
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