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1/4 3/4
TCAP 121 0.125 0. 029 0. 058 0. 109 0. 120 0.133 0. 307
1CQ 121 4.296 0. 130 3.852 4. 255 4. 338 4. 382 4. 456
Size 121 28. 380 1. 331 25.050 27.590 28.410 29. 290 30. 660
Lev 121 0. 939 0.015 0. 869 0. 934 0. 940 0. 946 0.978
Deposit 121 0.715 0.078 0.515 0. 665 0.721 0.774 0. 860
Loan 121 0. 500 0. 066 0. 305 0. 469 0.502 0. 547 0. 629
Roe 121 0.174 0. 035 0. 037 0. 155 0.175 0. 195 0. 300
Npl 121 0.011 0. 006 0. 004 0. 008 0.010 0.012 0. 056
Cir 121 0. 336 0. 052 0.231 0.299 0. 330 0. 367 0. 463
MB 121 1. 057 0. 096 0.977 1. 005 1. 023 1. 059 1. 620
()
3 . 3
( VIF)
VIF 10 .
3
TCAP 1CQ Size Lev Deposit Loan Roe Npl Cir
1CQ -0.247
Size -0.275 0.517
Lev -0.855 | 0.044 0.132
Deposit -0.053 |-0.059 0. 381 0. 025
Loan -0.318 |-0.057 0.295 0.219 0.670
Roe -0. 361 0.241 0. 355 0.414 0.053 0.048
Npl 0.018 |-0.421 0.054 |-0.005 0. 320 0.119 -0.114
Cir -0.366 |-0.295 |-0.224 0. 440 0.214 0. 390 —-0. 065 0. 109
MB 0.331 |-0.657 |-0.390 |-0.233 0. 184 0. 089 -0.208 | 0.338 0.216
()
4 . 1CQ
1b. (
) .
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4
(1) TCAP (2) TCAP
1CQ -0. 055 % -0.050 ™
-0. 006 -0.002
Size 0
-0.725
Lev -1.679™
0
Deposit 0.062™
-0.011
Loan -0.113™*
0
Roe 0. 028
-0.42
Npl -1.018™
-0. 001
Cir -0.013
-0.69
MB -0.075™
-0.04
0.362*** 2. 049
0 0
Adjusted R 0.053 0. 831
N 121 121
DT 1% 5% 10% p
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5
(1) TCAP (2) TCAP
1CQ —0. 046" -0.0427
(0.005) (0.011)
Size —-0.003™ -0.005™
(0.036) (0. 005)
Lev - 1. 603 ™ —1.543 ™
0 0
Deposit 0.055** 0. 040
(0.015) (0. 080)
Loan -0.113™* -0.073™
0(0.012)
Roe 0.033 0.051"
(0.358) (0.093)
Npl ~1.050 ™ -0. 191
(0.001) (0.731)
Cir -0.012 -0.026
(0.717) (0.472)
MB -0.073™ -0.049
(0.048) (0.253)
0
1. 946 1. 876
0
Adjusted R? 0. 884 0. 884
N 121 115
1% 5% 10% P

o61.
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6
(1) (2) (3) (4) (5) (6)
TCAP TCAP TCAP TCAP TCAP TCAP
Nbhj 0. 009 0. 020
(0. 602) (0.211)
Fxpg -0.004 -0.005
(0.707) (0.661)
Kzhd -0. 040 ™ -0.037™
(0.005) (0.014)
Xxgt ~0.033** -0.028™
(0.002) (0.015)
Nbjd 0. 003 0. 006
(0. 668) (0.333)
Size -0.002 -0.001 -0.001 -0.001 -0.001 -0.002
(0.247) (0.396) (0. 408) (0.383) (0.419) (0.111)
Lev —1.598" | —1.628* | —1.606™" | —1.615" | —1.609" | —1.599"*
(0. 000) (0. 000) (0. 000) (0. 000) (0. 000) (0. 000)
Deposit 0. 040 0.040° 0. 054 * 0. 046 0. 039 0.053 ™
(0. 100) (0.096) (0.034) (0. 040) (0. 104) (0.028)
Loan —0.103"* | —0.105** | —0.110™* | —0.099™ | -0.104™* | -0.110™*
(0. 000) (0. 000) (0.000) (0. 000) (0. 000) (0. 000)
Roe 0. 030 0. 032 0. 023 0. 029 0. 029 0. 025
(0. 434) (0. 404) (0. 549) (0. 463) (0. 447) (0.563)
Npl -0.604™ | -0.652* | -0.613" -0.779"* | -0.595" -0. 665"
(0.035) (0.033) (0. 055) (0.002) (0. 053) (0.016)
Cir -0.020 -0.016 -0.028 -0. 040 -0.016 -0.049
(0.597) (0. 679) (0. 460) (0.294) (0. 662) (0.215)
MB -0.043 -0. 044 -0.071" -0.059 -0. 040 -0.078™
(0.270) (0.261) (0. 064) (0. 116) (0.334) (0.043)
1,745 1.810™* | 1.978™ 1.941 1,755 2,032
(0. 000) (0. 000) (0.000) (0. 000) (0. 000) (0. 000)
Adjusted R? 0. 807 0. 807 0. 820 0. 820 0. 807 0. 827
N 121 121 121 121 121 121
o 1% 5% 10%
)
7o
( 1 0 )
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(1) TCAP (2) TCAP

1CQ ~0.048 -0.014™*
(0.008) (0.002)

Size -0.057** -0.001
(0.009) (0.497)

Lev -1.650™* -1.637™
(0.000) (0.000)

Deposit 0.030 0.056*
(0.631) (0.024)

Loan -0.252%* -0.110™*
(0.008) (0.000)

Roe 0.030 0.025
(0.521) (0.476)

Npl -1.214** -0.843 ™
(0.000) (0.002)

Cir -0.025 -0.012
(0.717) (0.723)

MB -0.141™ -0.057"
(0.003) (0. 100)

3.762%* 1.809™*

(0.000) (0.000)

Adjusted R2 0.820 0.825

N 121 121

1% 5% 10% p
N
o 2007—2014 16
o)

0630



( ) 2018

201t >« > 6 .
N . 2011 ¢ : » « y o2 .
NN N 2010 ( . » « ) 4
2016 7 “ i p) : .
. . 2014: ¢ . — > «
Y 3 .
Altamuro J. and Beatty A. 2010 “How does internal control regulation affect financial reporting?”  Journal of Ac—
counting and Economics 49:58-74.
Akhighe A. and Whyte A. M. 2001 “The impact of FDICIA on bank returns and risk: evidence from the capital mar—
kets” Journal of Banking and Finance 25:393-417.
Chen H. Dong W. Han H. and Zhou N. 2016 “A Comprehensive and Quantitative Internal Control Index: Con-
struction Validation and Impact”  Review of Quantitative Finance and Accounting Forthcoming.
Cheng M D. Dhaliwal and Zhang Y. 2013 “Does investment efficiency improve after the disclosure of material weak—
nesses in internal control over financial reporting?”  Journal of Accounting and Economics 56( 1) :148.
Distinguin I.  Roulet C. and Tarazi A. 2007 ‘“Bank regulatory capital and liquidity: Evidence from US and Europe-
an publicly traded banks”  Journal of Banking and Finance 37: 3295-3317.
Gallemore J. and Labro E. 2015. “The importance of the internal information environment for tax avoidance” Journal
of Accounting and Economics 60( 1) : 149467.
Jin J.Y. Kanagaretmam K. Lobo G. J. and Mathieu R. 2013 “Impact of FDICIA internal controls on bank risk
taking”  Journal of Banking and Finance 37:. 614-624.
Jokipii T. and Milne A. 2008 “The cyclical behavior of European bank capital buffers”  Journal of Banking and Fi—
nance 32: 14404451.
Mili M. etal. 2016 “Determinants of the capital adequacy ratio of foreign banks’ subsidiaries: The role of interbank

market and regulation”  Research in International Business and Finance 2016.02.02.

Internal Control quality and Bank Capital Adequacy Ratio

Evidence from Chinese Listed Banks

CHEN Han-wen' > YANG Zeng-sheng'

(1. School of Management Xiamen University Xiamen 361005 Fujian;
2. University of International Business & Economics Beijing 100029  China)

Abstract: There are few empirical studies on the role of internal control in the operation and management decisions in
the banking industry. This study has investigated the effect of internal control quality on bank capital adequacy ratio. Sam—
pling from Chinese listed banks from 2007 to 2014 we find that high internal control quality can reduce the bank capital
adequacy ratio. Further the effect of internal control quality on the bank capital adequacy ratio mainly exists in the banks
with a capital adequacy ratio above the minimum regulatory standards. Specifically the reducing effect of internal control
quality on the bank capital adequacy ratio is much more pronounced in privately-owned banks and the banks of a lower mar—
ketizing level. In addition to theoretical contribution our findings have material implications for bank risk management and
bank regulation.

Keywords: internal control commercial bank capital adequacy ratio
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