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Chapter 1 discussed the introduction of the study.

The Basel Committee on Banking Supervision (BCBS)
is a committee among the G10 countries for special
focused on banking supervisory. The main objective is
to endorse and strengthen supervisory and
risk-management practices. The committee reached an
agreement on international meeting of capital
measurement and capital standards in 1988. This
agreement was named as Basel Capital Accord or also
knows as Basel Standard. The first Basel Standard was
introduced in 1988 with strictly precise on minimum
capital adequacy. From further discussion the
committee announced that, bank needs to retain at
least or more than 8 percent of capital against the
amount of risk weighted assets (RWA) held by a bank. A
new framework known as Basel II in 2004. It also
attempts to enlarge the scope of risk measured and
redefine the practical context in a more inclusive
method by including focuses on market discipline and
supervisory review proses. Financial crisis in 2008 had

attracted full attention from financial market, Basel 11
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had been revised and new standard (Basel 1) was
released in 2010. However, Basel 1l is not fully
superseded by Basel 1ll. The main purpose of new
guidelines is to extend further the content of Basel III.

From the three standards, this study recognized few
problems related to the standard. The first problem is;
the weaker banks may find a difficulty in increasing
required capital when having unfavorable economic
condition. Other than that, in order to increase more
capital, bank may amend banking policy related to
reduction in dividend paid to shareholder, increase
retained earnings and more financial paper will be
issued. Next problem may raise is maintaining or
increasing the percentage of capital adequacy may
affect the bank lending capacity and limit banking
activity. Economic of the country may have massive
impact resulting from limited banking activities. This
study will be conducted based on three research
objectives; the first objective is to analyze the trend and
pattern of discussion about the introduction and
execution of Basel Standard (BS) related to Capital
(CAR).

financial

Adequacy Ratio Second objective 1is to

investigate the performance and
macroeconomic impact capital adequacy to regional
bank in Japan. The last objective is to study the trend
indicators

of macroeconomic during the

implementation of Basel Standard



Chapter 2 discussed the detail of objective 1.

Objective 1 aims to analyze the trend and pattern on
capital adequacy and its execution in banking system
in Japan after the introduction of Basel Standard. The
study covered the 11 years articles published in Nikkei
21 from 2004 to 2014 by using text mining and
correspondence analysis as a methodology. In Japan
Nikkei i1s known as one of the biggest media
corporation specialized in financial and business news.
Text mining is the study of data enclosed in expected
text by transforming text into statistical data. RMeCab
and MeCab in R statistical tools were used and it leads
to present the importance of Basel Standard as
guidance in determining the level of capital adequacy
ratio. Furthermore, text mining gives a picture in
reading and analyzing information retrieve from
comprehensive text and data. These methods managed
to recognized Japanese character and Google
Translator i1s wused in translation process. The
comprehensive search leads to total of 262 substantial
articles.
In order to strengthen the analysis, canonical
correlation analysis (CCA) is deployed. CCA is used
to measure the linear relationship between two
dimensional. In this study CCA constructed 49.4%
contribution rate, and it can be concluded that the
plotted words are satisfactory. From the study, the
result discussed concluded that the result has captured
a tendency to anticipate the changes in global issue
related to credit risk management raised in Basel
Standard. An interesting trend and pattern of words
appears give a general view about how far the
discussion and whether it gives enormous impact to
Japanese people.

Objective 2 was discussed in Chapter 3, touched on
the impact of financial performance and economic
impact of capital adequacy ratio to banking institution.
Five variables were employed that represent economic
performance - unemployment rate, inflation rate, real
exchange rate, money supply and gross domestic
product, while financial performance of the regional
banks

deposit-to-asset ratio, return on assets, return on

consisted of six variables, namely the
equity, total assets, total deposits and total loans. 64
regional banks were evaluated over a period of 10 years
from 2005 to 2014. Secondary data were composed of
World Bank data and the individual financial

statements of Japanese regional banks. The results

show a various signs of relationships between variables
and it was slightly different from previous study. This
was supported by result tested by panel regression
analysis and correlation analysis conducted in order to
measure the relationship between capital adequacy
and each variable.

Chapter 4 analyzed detail of objective 3. Bank of
International Settlement (BIS) has introduced a new
framework in order to strengthen the regulation in
term of risk coverage and security of lending activity
held by financial institution. However, the framework
is seen to give a massive impact to some
macroeconomic indicators. Therefore, objective 3 aims
to analyze the trend and impact of macroeconomic
performance during the introduction of Basel Standard.
Since the impact of macroeconomic performance of
some countries reflects in different ways to the
standard, hence this study focused on comparative
study between developed and developing country
represent by Japan and Malaysia. Study period covered
from 2000 to 2015. Gross domestic product (GDP),
inflation rate (IR) and annual exchange rate (AER) are
among the macroeconomic indicators considered into
this study, all data are gained from world bank’s
website. From the analysis, the study concludes that,
the same trend of macroeconomic performance can be
seen in both countries. This result is in line with
previous study with the statistical support that agreed,
implementation of the latest standard (Basel III) have
a positive relation with the movement of GDP.

Chapter 5 discussed on analyzing model of credit risk
for small medium enterprise. The model of loan
application process should include financial and
non-financial factor. Therefore, in order to get a wiser
model financial institution, need to considered both
factors in determining the level of capacity of the
borrower.

In conclusion as discussed in chapter 6 analyze that
from three objectives conducted in this study, Basel
Standard guidelines are aware among the financial
These

institution to have a proper system in determining the

policy maker. guidelines assist financial
level of capital needs to be hold in mitigating the
possible risk in future. The committee improvises the
guideline to be more comprehensive by considering all
operational aspect from reviewing until reporting
system. With unique combination between text mining
besides the

and correspondence analysis,



comprehensive statistical analysis, this study will
contribute to the massive reference among researcher.
Other than that, the analysis done involving the
financial performance of banking institution and
macroeconomic indicator of Japan and Malaysia with
respect to the standard will give several ideas to
economist in forecasting the economic performance in

future.
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