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Abstract

The new Basel accord consists of three pillars: Minimum Capital Requirements,
Supervisory Review Process, and Market Discipline. "The new accord” combines the
three pillars for the first time which represents the development of the financial
regulation today, marking the number of indicators as the core regulatory approach to
monitoring the quality of risk management as the core mode. However, after the
implementation of the new agreement, the Western World countries suifered a very
rare financial turmoil. The crisis caused people’ s attention of various issues. The
lacking of financial regulation and supervision of the inherent flaws of the accord has
become the focus of this attention. It is generally agreed that the lack of financial
regulation impel commercial banks to bear excessive risk-taking behavior, and
ultimately triggered the crisis. The mora hazard caused by the failure of government
regulation and financial safety net has caused widespread debate of the financia
regulatory system. Market Discipline in the banking supervision has also been
gradually attracted attention.

In this paper, the author collected the data of 29 commercial banks date in
2003-2010 as a sample. Firstly, the paper studied the impact of capital regulation on
commercia banks' risk taking behavior. In order to investigate the characteristics of
banks property, the paper gathered the state-owned commercial banks, joint-stock
commercia banks, city commercial banks in a data sample in order to test the effects
of the property attributes on domestic commercial banks' risk taking behavior, which
is an innovation. Then, | measure the impact of market constraints on commercial
banks risk taking behavior. Findly, this paper analyzed the inspection of the
secondary effects of the market constraints on capital regulation.

This paper found that capital regulation can inhibit risk-taking behavior of
commercia banks. The more the regulatory pressure commercial banks suffered, the
smaller the possibility of commercial banks taking risk behavior. The attribute of
property right of the domestic banking sector has no significant effect on the bank's
risk taking behavior. Every bank can obtain capital complement relying on their own
characteristics and advantages. The attributes of property rights can not effectively
differentiate between various types of banksin the banks' risk taking behavior. Market



discipline can play a complementary and supportive role for capital regulation.
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