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The impact of capital regulation on the innovation capability of commercial banks
——From the perspective of liquidity creation
Qiyuan Pan
Shanghai University

[Abstract] As China's capital regulation requirements have become more stringent and the banking industry has
become increasingly competitive, the innovative development of commercial banks has become an important
driving force to improve the banking development system and better serve the real economy. Based on liquidity
creation, this paper explores the impact of capital regulation on the innovation ability of commercial and its
mechanism. The empirical results show that: first, capital regulation promotes the development of commercial
bank innovation. In addition, this is mainly reflected in the sample of non—state—controlled commercial banks.
Second, capital regulation is negatively related to liquidity creation of commercial banks. Third, Higher capital
regulatory requirements enhance commercial banks' innovation capability by suppressing their liquidity creation.
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