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ABSTRACT

As the banking industry is at the primacy of the world's financial system, the
procyclicality of financial system expressed mostly as the credit procyclical behavior,
and banking stability has been the most critical part of financial stability. After the
financial crisis, countries and international financial organizations basically
promoted macro-prudential regulation, and focused on constructing the
countercyclical capital regulation mechanism to mitigate banking procyclicality.

The research topics of the paper are countercyclical capital regulation
mechanism and banking stability, starting from credit procyclical behavior, anaysis
the causes of banking procyclicality, especially the procyclicality of regulatory
capital under Basel I1. With international research results, represented by Basel 1Il,
the paper investigates how to construct countercyclical capital regulation mechanism
under macro-prudential regulatory framework and China's learning. Based on the
countercyclical capital buffer model by Basel 111, the paper select Credit/GDP and
Real Estate Price Index of quarters from 2002 to 2012, to make empirical research
and came to these conclusions: the provision for countercyclical capital buffer based
on Gap Indicators of Credit/GDP has applicability in our country, but prone to
capital gap for early stage; and Gap Indicators of Real Estate Price has the early
warning role of a certain degree, for the better effect of maintaining banking
stability.

According to the theoretical studies and empirical findings, based on the goal of
maintaining banking stability, the paper put forward policy recommendations to
build countercyclical capital regulation mechanism under macro-prudential
regulatory framework, and mainly contain: establish the “Financia Stability Board”
and strengthen the macro-prudential regulatory power of centra bank; build
countercyclical capital buffer mechanism, and create the countercyclical multiplier;
improve relevant supporting mechanisms, including incentive pay, the dynamic loss

provisions, leverage regulatory and capital replenishment mechanism.

Keywords. countercyclical capital regulation; banking stability; macro-prudential
regulation
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