
＜査読付論文＞

27

愛知工業大学研究報告

第 52号 平 成 29年
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ぬstract Bank of International Settlement (BIS) hαs introducedαnew framework 

in order to strengthen the r巴guIαtionin term of risk coverαgeαnd security of lending 

αctivity held by financial h叫山tion.However， thefrαmework is seen to giveαmαsSlve 

impαct to some macroeconomic indicators. Theγ巴jore，this study aims toαnαly:::e the 

trend αnd impαct of mαcroeconomic performanc巴 duringthe ir市 odz，叫 ionof Bαsel 

Standard. Since th巴 impactofmαcroeconomic performαnce of some countries refl巴cts

in d訂erentways to the standαrd， hence this study focused on comparative study 

between developed and developing country represent by j，αpanαnd Malaysia. Study 

period coveredfrom 2000 to 2015. Gross domestic product (GDP) ， inflation rαte (1R) 

αnd annuα1 exchange rαte (AER)α'reαmong the mαcroeconomic indicators considered 

into this study， all data are gainedfrom world bαnk 's website. 

1. 1 ntroduct i on 

Basel Committee on Banking Supervision (BCBS) 

was found in 1974 and suggested best practice for 

banking standards. This practice essentially focuses on 

capital m巴asurementsystem. It has been introduc巴dto 

guide financial institution and improving required level 

of capital， hence firming th巴 capacityto mitigat巴 any

uncalculated risk that may occur in futur・e.

Basel committee until now succ巴edsin introducing 

tht・eestandards known as Basel 1， Bas巴1II and Basel III. 

It first was introduced in 1988. These three rules are 

initially focused on credit risk b巴for巴巴xt巴ndedto a 

combination of risk that is expected to d巴finerisk 

ext巴nsively.Basel II was announc巴din 2004 with better 

upgrading to improve the 1巴gulatory system in 

monitoring capital requirem巴nt. Basel Comm山田

introduces third Basel in 2010; Basel III is mor巴strictand 

compreh巴nsivein defining and covering the credit riskラ

!iquidity and capital adequacy of 

自nancialinstitution司Itaims to improve banking sector's 

ability to absorb financial and巴conomicshock， thus 

plummeting the risk of spillover from the financial sector 

to th巴 realeconomy (Financial Stability and payment 

System Report， 2010). This rule is estab!ished to react on 

the financial crisis occurred around 2008. Since Basel III 

is prepared closely to manage financial crisis， thus it is 

nearly to have a significant macroeconomic impact. 

Currently the solvency ratio was retai田 dat 8% ofrisk 

weighted asset (RWA)， while Ti巴r1 capital base was fully 

r巴tainedat 6% in 2015， th巴 percentagewas incr聞記d企om

4% ofRWA which had s巴curedby financial institution start 

from the introduction ofBas巴lI(Sh巴arman& Sterling LLP， 

2011). 

Bank security is always connected to the perc巴ntageof 

capital r巴tainedby bank in order to fac巴 withany 

possibility that bring to financial collapse， other than that 

t Universiti Teknikal Malaysia Melaka， Malaysia bank may use that capacity to get advantage on acc巴ssmg

T十 Facultyof Busin巴ssAdministration， Aichi Institute of to credit market. The perc巴ntageof retained capital should 

T巴chnology be mor巴 thanrequired by regulator. This is agreed by 
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Slovik & Cournede ，(2011)， they found that adequate subprime issue has lingered around the finance department 

capital n巴巴dto be secured esp巳ciallyby small and medium as it affects th巴 main economic indicator such ぉ GDPラ

sized bank and for banks operating in developing or exchange rate and inflation rate， 

emerging markets. Thes巴indicatorsare closely monitored as it portrays the 

F ew studies have been don巴 tovenぢtherelationship overall country performance. Previous study proven that 

b巴れ四巴nBasel III and certain macroeconomic indicators. by securing mor巴capitalラ th巴GDPis slightly affect巳d.This 

Most ofth巴mare using gross dom巴sticproduct (GDP) to is becauseヲ inorder to secure more capital and liqllidity， 

T巴presentthe macroeconomic indicator. financial institutions try to reduce the percentage of loan 

In order to contribute and add more literature and and in the same time issu巴 moreequity and revise the 

reference to futur巴5印dy，this paper focuses on analyzing percentage of retained earnings by reducing dividend 

trend of implement丘tionofBas巴1Standard and its r巴lation payment. Company with high demand for loan may affect 

with macroeconomic indicator. Besides that comparative trough these policies. It intruded the business growth and 

study between Japan and Malaysia is conducted to m巴asure new investment. 

between developed and dev巴lopingcountri白、 economic

performance. 2. Methodology 

How Does Base I Standard Affect the This study aims to analyze th巴trendof macro巴conomic

Macroeconomic? 

Basic objectiv巴sofBas巴lStandard 

• Securing the adequate capital 

• Extending risk coverage 

• Prevention of unnecessary leverage 

• Strong liquidity 

• Sound managem巳ntand supervision of risk 

Figure 1: Basic Objectives ofBasel Standard 

indicators when Basel Standard has been introduced. The 

analysis cov巴redthe trend for years 2000 to 2015. 

Macroeconomic indicators are repres巴nted by GDP， 

inflation rate and annual exchange rate. Bank capital to 

ass巴tratio is used to repres巴ntthe Basel Standard indicator. 

Data is gathered from World Bank website 

Since the introduction of Basel Standard in 1988， 

most countries hav巴 accepted to implem巴ntthese 

Standards; however， some of them are not fully adopt it 

since every country still r巴gulat巴dby their own policy. In 

addition， Basel III considering multi-dimensional 

approach by concentrating on th巴 levelof capital and 

By refelTing to the basic objectives of Basel Stand紅 din liquidity secure by financial institution to face with any 

Figure 1， securing adequate capital is very critical to possibility of financial crisis. Financial crisis occurr巴d

financial institution‘It acts as a hard shield to protect and around 2008 slightly affect countries around the worId. 

absorb from any un巴xpectedfinancial risk that may occur This study aims to compare the巴conomicperformance of 

due to loose in tightening the holding capital. d巴velopedand d巴velopingcountry by taking J apan and 

M司jorfinancial crisis in 1997 and 2008 set the new Malaysia to represent each cat巴gory.

standard for Basel Commi抗出. Currency crisis and Study on impact of Basel standard on em巴rging
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economies has caught the a位巴ntionof many researchers， in luly of 2016， it continuous for two months due to 

this study is very crucial in measuring how th巴sestandard decline in cost of housing and transport. While in 

connecting to the non司 membersofBCBS and developing Malaysia， the consumer pric巴 indexincreased 1.1 percent 

countries in Asia. Besides that， this study contributes to yeaトon-yearin luly of 2016， comp創.edto a 1.6 p巴rcent

the answer on whether Bas巴1Standards is needed in well- gain in June (The Department of Statistics Malaysia) 

capitalized banking sector. Th巴thirdmeasurem巴ntofthe impact ofBas巴1standard 

is annual exchang巴rate.This study used annual or yearly 

rate to compare with the oth巴reconomic indicator. 

Exchange rate is also known as a foreign exchang巴rat巴

between two currencies. Besid巴thatit also known as the 

measurement rate at which one currency will be 

tp| 吋時dおra山 r

Figure 2・ResearchFramework 3 D i scuss i ons 

Bank capital to ass巴tsratio (BCAR) in japan and Previous studies hav巴 proventhat Basel III is among 

Malaysia wer巴 last measured at 5.82% and 10% th巴 mosta百巴ctedstandard to macro巴conomicindicator. 

respectively in 2015. BCAR by definition is the ratio of Since the introduction ofBas巴1III in Dec巴mber2010， the 

ba凶(capital and res巴rvesto total assets. Capital and increm巴ntof capital by banking institution create an 

res巴rvesinclude funds contributed by owners， retained earnings shortfall and drive up the cost of securitization 

earnmgs， gen巴raland special reserves. and structur巴dfinancing (Eufrocinio & lami'ah， 2013). 

In order to measure the effectiveness ofBasel standard， According to International 1nstitute of Finance (IIF) 

the Gross Domestic Product (GDP) should be closely stated that the implementation of Basel III probably cut 

monitor巴das GDP repr巴S巴nta budg巴taryvalue of all th巴 theeconomic advanc巴m巴ntfor the n巴xtfiv巴 yearsby 3 

finished goods and s巴rvicesmanufactured within a p巴rcent，the study has been done on United States， The 

country in a specific time period. 1n Japan GDP was Euro Zone and Japan (IIF， 20 11) 

m巴asured at 4123.26 billion US dollars in 2015. 

Meanwhile in Malaysia GDP was r巴cordedat 296.22 

billion US dollars in 2015. According to Lacarno (2011)， 

GDP loss becom巴smOl・巴 significant due to greater capital 

requirements cause not only higher lending rates， but also 

limits in th巴 supplyof credit. 

1nf1ation rate by definition is a 1巴V巴1of consumer pric巴

index. Inf1ation rate in lapan plummeted by 0.4 P巴rc巴nt
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Table 1: Summary ofpr巴viousliterature 

Countries covered Author Impact of one Percentage point in Estimation Model. 

capital requir巴menton GDP during 

Basel III implementation period 

United Stat巳SヲEuro Slovik and Decrease in GDP by 0.20% DSGE 

Area， Japan Cournede (2011) 

Italy Locarno (2011) Decrease in GDP by 0.33% Structural 

Unit巴sStates Angelini 巴t al Decrease in GDP by 0.09% DSGE 

(2011 ) 

Unites Stat巴5ラ Euro International D巴creas巴inGDP by 3.2% Not Available 

Area， J apan， UK Institute of Finance 

and Switzerland (2011) 

Franc巴 Sy (2011) Decrease in GDP by 0.3% NotAvailable 

Philippines Santos and Bernabe Increase in GDP by 0.01 % Structural (panel 

(2012) least squareヲ VAR)

Source: Eufrocinio and Jami'ah (2013) 

From Table 1， it can be analyzed that most literature indicators in J apan and United States are 1巳ssaffl巴ctedby 

us巳dto investigate the r巴lationshipbe臥町C巴nBasel others ar巴acompared to euro area， this is generally du巴

Standard and GDP performanceぅ th巴resultshows出 at， to high percentage of b紅lkcredit int巴rm巴diationis 

study conducted by Santos and B巴mabe(2012) found demanded in euro area economy (Slovik & Coum巳d巴，

the increment of GDP by 0.01 % of one p巴rcentpoint in 2011). After the compl巳tionofimpl巳m巴ntationof Basel 

capital requirement during Basel III implementation III， GDP growth is expected to be slightly quicker than 

period. Unlike 0白erstudies which showed a slight 出巴 currenttrend. This tr巴ndis proj巴ctedby Hazel& 

red山 tion of GDP performan∞ Macro巴conomic Eufrocir山 (2012)



The Impact of Basel Standard on Macroeconomic: Case of Japan and Malaysia

31

35 

30 1 1988-2004 

25 

20 

15 

10 

5 

。
-5 

-10 

ー15

Basel II 

2006・2010

Financial Crisis 

2008 

--1・ .BCAR ..'U・・ GDP ~INF 

BaselIII 

2010-2019 ~ ，、，、、，，、，A

" y-， ， 

ー※ ーAER

Figure 3: Trend Analysis of BCAR and Macroeconomic Indicator of Japan 

Figure 3 shows出巴trendofJapan economic performanc巴 (AER) and inflation rate (町F)are also affected 

along the impl巴mentationof Basel standard from year marginally during the fmancial crisis occurred in 2008 

2000 to 2015. Bank capital to asset ratio is slightly and 2009， while the BCAR is increase du巴torevision of 

increase every ye民 whileGDP growth is tluctuated Basel II to Basel III. Unlike other macroeconomic 

befor巴 slightlyd巴creas巴 afterthe introduction of Basel indicator， AER is remarkably hik巴 in20 II befor巴

III in 2010 onw紅 d.Pr巴viousstudy has proven that， fluctuated in 2013 onward， compare to GDP and INF 

implementation of Basel III has distracted the GDP which moving steadily '"せththe BCAR trend. 

performance. Not only GDP but Annual Exchange Rate 
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Figure 4: Trend Analysis of BCAR and Macroeconomic Indicator ofMalaysia 
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Figure 4 indicates the Malaysia 巴conomic

performanc巴 alongthe introduction of Basel Standard， 

GDP and BCAR p巴rformanceare inverse relation. Strict 

rules in Basel III give a slight decreased in GDP 

performance from 2010 onward， on the other hand， Basel 

1， whicb was introduced in 1988 unti12004 is more loose 

in tight巴ningtbe capital and liquidity whicb resulting to 

more spending by financial institution and eventually 

contribute to increase in GDP 

In Malaysia， banking institutions ar巴 welloperated 

at larg巴 capitalad巴quacyand leverage 1巴vels，this is 

consistent with the requir巴mentsand targ巴tsset under 

Basel III， hence tbe impact ofthe new capital standards 

on the real economy is moderate (Financial Stability 

and payment Syst巴m R巴portラ 2010).

Political issue in Malaysia raised global attention 

especially from economic analyst who rated the 

Malaysia economy to slightly decr巴asefrom 2013 

onward; hence Ringgit traded low against USD and 

exp巴ctedto continuously d巴clinefor coming fiv巴years.

The GDP performance is fluctuated caused from this 

lssue. 

4 Conclusions and Recommendation 

This study attempts to analyze the trend of 

macroeconomic performance during the implem巴ntation

of Basel Standard. Secondary data are gain巴dfrom 

World Bank data. Bank capital to asset ratio (BCAR) is 

us巴dto r巴presentth巴 Bas巴1Standard indicator， while 

three variables include GDP， INF and AER are used 

r巴present the macro巴conomic indicator. The study 

focused on Japan and Malaysia that represent the 

dev巳lopedand d巴velopingcountry r巴spectively.

From the analysis， th巴studyconcludes that， the same 

trend of macroeconomic performanc巴 canbe seen in 

both countri巴s.Besides thatラthisstudy contribut巳sto the 

answer on weather Basel Standards is n巴ededin well-

capitalized banking s巴ctorin developed and developing 

countnes. 

Country with stable financial regulation， sufficient 

accounting standards and sound provisioning practic巴S

can employ effective and positive risk based capital 

requirement， (九1ariaet al， 2001) 

In order to get th巴白IIvi巴w about the economic 

performance during th巴 impl巴mentation of Basel 

Standardラ fu印restudy should consid巴ranalysis from 

mor巴 economicindicators; h巴ncethe wider view of a 

countryヲseconomlC p巴rformanc巴 can be analyzed 

precisely. The statistical analysis should be conducted in 

order to analyze th巳 significantvariable other than GDP， 

Inflation rate and AER. 
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