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This analysis tests whether regulatory capital levels, and whether capital measures are risk-
weighted, affect the amount of Commercial and Industrial, Consumer, and Real-Estate loans 
which banks hold. First, we find evidence that higher Tier 1 Leverage Ratios, which are not 
risk-weighted, tend to increase Commercial and Industrial, Consumer, and Real-Estate loans. 
However, we find a higher Tier 1 Risk-Based Capital Ratio (which uses risk-weighted assets) 
tends to shift bank lending away from real-estate and consumer loans, and toward 
commercial and industrial loans. In sum, our results are evidence that the combination of 
higher capital requirements and risk-weighting assets shifts the supply of loans from real-
estate and consumer and towards commercial and industrial loans. Our results have 
important implications for how regulation may affect loan portfolios and growth in various 
sectors of the economy.  
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1. Introduction 

This analysis investigates whether regulatory capital levels, and measures, affect 
the types of loans banks offer. Specifically, we test the effect of the Tier 1 Leverage 
Ratio and Tier 1 Risk-Based Capital Ratio on the amount of Commercial and 
Industrial, Consumer, and Real-Estate loans offered. Because the Tier 1 Leverage 
Ratio is not risk-weighted, and the Tier 1 Risk-Based Capital Ratio is, our differing 
capital ratios test for an effect of risk weighting assets in regulatory capital 
calculations on bank loan portfolios. 

To do so we build a comprehensive panel data set from all FDIC Call Reports 
spanning from the first quarter of 2002 through the second quarter of 2017. Using this 
panel, we first confirm the link between levels of regulatory capital, and the quantity 
of bank credit. We then add to the understanding of this relationship by determining 
if capital levels have any effect on the type of bank credit offered. Lastly we add to 
this literature by investigating another implication of risk-weighting assets in 
regulatory capital measures—specifically that the risk weightings may affect the 
types of loans bank offer. These results are new to the literature, and has important 
implications concerning the role of banks in fostering economic growth. 

The remainder the paper is organized as follows. Section 2 reviews the relevant 
literature, and section 3 describes the data. Section 4 discusses the methods used in 
the analysis and section 5 discusses the results. Section 6 concludes. 
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2.  Literature Review 

In the aftermath of the 2008 financial crisis banks were required to increase their 
regulatory capital levels. The intent of higher regulatory capital requirements is to 
provide these banks a greater capital cushion, thereby making them less likely to 
experience financial distress. Recent research, however, has found evidence that bank 
capital levels affect the amount and risk of loans which the bank offers. Dell’Ariccia, 
Laeven, and Suarez (2017) found evidence that risk-taking by banks is decreasing in 
short-term interest rates, and this relationship is more pronounced for banks with 
high capital levels. 

Schwert (2018) found firms dependent on banks for financing tend to borrow 
from well-capitalized banks, and firms with access to the bond market borrow from 
banks with less capital. Since low-capitalized banks decrease lending more than high-
capitalized bank in response to a financial crisis, this matching of firms and banks 
tends to lessen the effect of a financial crisis on the real economy—bank-dependent 
firms can still receive loans, and other firms shift to the bond market for financing. 
This also highlights, however, the link between capital levels and the type of loans 
banks make. 

Noss and Toffano (2016) found that during period of economic growth, an 
increase in bank capital requirements is related to a reduction in lending. This 
reduction is greater for corporate lending compared with household. This is evidence 
of capital requirements affecting both the amount of loans, and the composition of 
the bank’s loans. 

Recent research has offered theroetical foundations, and empirical evidence, that 
requiring banks to increase their levels of regulatory capital causes their cost of 
capital to increase. Baker and Wurgler (2015) showed how higher bank capital 
requirements can increase bank cost of capital through the low-risk anomaly. In 
follow-on empirical work, Wallen (2017) found evidence that bank loan interest rates 
increase by approximately 5 basis points for each percentage point increase in bank 
capital. 

Additionally, previous research has documented the additional computational 
requirements of measures which risk-weight assets. Haldane (2011) contrasted the 
number of calculations it takes a large bank to calculate its regulatory capital ratio 
under Basel I (a few) and Basel II (approximately 200 million). Research on capital 
requirements is particularly timely given proposed regulation which would set a 
required tier 1 leverage ratio of 9% for bank with less than $10 billion in assets 
(Section 201 of the Economic Growth Regulatory Relief and Consumer Protection Act 
of 2018). 

Earlier research on the relationship between bank capital and overall lending 
found evidence that increased bank capital makes it easier to to raise uninsured debt, 
and thereby limits the effect of a drop in deposits on lending (Ashcraft (2006) ; 
Jayaratne and Morgan (2000) ; Kishan and Opiela (2000)). This effect is known as the 
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“bank lending channel”. Kim and Sohn (2017) also find evidence that higher bank 
capital has a positive effect on lending if large banks have a sufficient amount of 
liquid assets. Notably however, Fayman, Chen, and Camp (2019) found evidence that 
commercial banks have become more conservative in their management of capital 
since the 2008 financial crisis. 

3. Data 

We use the comprehensive Reports of Condition and Income (Call Reports) 
banks must file. From the FDIC: 

Every national bank, state member bank, and insured nonmember bank is 
required by its primary federal regulator to file a Call Report as of the close of 
business on the last day of each calendar quarter (the report date). 

As such, we are not limited to publicly traded banks. In fact, the vast majority of 
banks in the sample are small privately owned banks. The data are obtained through 
the Federal Financial Institutions Examination Council’s (FFIEC) Central Data 
Repository (CDR) Public Data Distribution (PDD) website. The FFIEC is an 
interagency entity spanning the Governors of the Federal Reserve System (FRB), the 
Federal Deposit Insurance Corporation (FDIC), the National Credit Union 
Administration (NCUA), the Office of the Comptroller of the Currency (OCC), and 
the Consumer Financial Protection Bureau (CFPB). The FFIEC seeks to make 
recommendations that will improve the supervision of financial institutions, as well 
as suggest standards and reporting forms. 

Total consumer loans is the sum of RCONB538, RCONB539, and RCON2011 
from Schedule RC-C Part I. Total real estate loans is the sum of RCONF158, 
RCON1797, RCON5367, RCON5368, RCONF159, RCON1420, RCON1460, 
RCONF160, and RCONF161 from Schedule RC-C Part I. Total Nonperforming Loans 
is the sum of RCON1606, RCON1607, and RCON1608 from Schedules RCN and the 
later renamed RCN Part I. 

In our analysis we use two separate capital ratios—the Tier 1 Leverage Ratio and 
the Tier 1 Risk-Based Capital Ratio. The difference between the two is the latter ratio 
uses risk-weighted assets instead of total assets in the denominator. Our analysis thus 
sheds light on the implications of the recent use of risk-weighted assets in bank 
oversight and regulation. Does risk-weighting assets shift banks from one form of 
loan to another? 

This is particularly important question given the present reliance on credit 
ratings to weight assets by risk. Credit ratings have a tendency to be backward 
looking, and therefore assign disproportionately greater risk to the types of assets 
which have most recently done poorly (real estate for example).  

Because capital ratios are nonlinearly related to bank health—both very low and 
very high capital ratios indicate poor financial performance—we also conduct our 
analysis on subsets of well and poorly capitalized banks. The well-capitalized bank 
designation is defined by regulators (Comptroller of the Currency (2013)) as a Tier 1 

https://cdr.ffiec.gov/public/HelpFileContainers/WelcomeAdditionalInfo.aspx
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Leverage Ratio above 5%, and a Tier 1 Risk-Based Capital Ratio above 8%. We 
designate those banks whose capital ratios are below these thresholds as poorly 
capitalized1. 

Table 1:  Call report codes, schedules, and descriptions. 

 

Code Schedule Variable 

RCON2122 RC-C Part I 
Total loans and leases, net of unearned 
income 

RCON1766 RC-C Part I Commercial and industrial loans 

RCONB538 RC-C Part I Credit Card Loans 

RCONB539 RC-C Part I Other Consumer Revolving Loans 

RCON2011 RC-C Part I Other Consumer Loans 

RCONF158 RC-C Part I One to Four Family Residential Mortgages 

RCON1797 RC-C Part I Revolving Open-end Loan, 1-4 Res. 

RCON5367 RC-C Part I First Lien Closed-end Loan, 1-4 Res. 

RCON5368 RC-C Part I Second Lien Closed-end Loan, 1-4 Res. 

RCONF159 RC-C Part I Other Construction Loans 

RCON1420 RC-C Part I Loans for Farmland 

RCON1460 RC-C Part I Multifamily Res. Loans 

RCONF160 RC-C Part I Owner-Occ. Nonfarm Nonres. Loans 

RCONF161 RC-C Part I Other Owner-Occ. Nonfarm Nonres. Loans 

RIAD4340 RI Net Income 

RCON1606 RCN and RCN part I Nonperforming Assets: 30-89 Days Overdue 

RCON1607 RCN and RCN part I Nonperforming Assets: 90+ Days Overdue 

RCON1608 RCN and RCN part I Nonperforming Assets: Nonaccrual 

RCON2170 RC Total Assets 

RCON3210 RC Total Equity 

RCON2200 RC Total Domestic Deposits 

RCFA8274 RC-R Part I Tier 1 Leverage Ratio 

RCOA7206 RC-R Part I Tier 1 Risk-Based Capital Ratio 

 
We have applied the following filters to the data set. We exclude observations 

where the Tier 1 Leverage Ratio or Tier 1 Risk-Based Capital Ratio is greater than 
50%, or less than 0%. We have also excluded any observation where the percent 
change in the amount of a given loan type is greater than 200%. Table 2 summarized 
the filtered data set. 

A notable feature of the data are the existence of many small banks, and a few 
very large institutions. The median bank has $136,415,000 in total assets whereas the 
mean bank has $442,021,100. This is over three times the number of assets. The largest 
bank has $931,462,000, or over 14 times the median bank. 
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As we would expect, capital ratios are more similar across banks. The median 
and mean Tier 1 Leverage ratios are 9.44% and 10.20% respectively. The median Tier 
1 Risk-Based Capital ratio is 13.54%, and the mean is 15.3%. 

Table 2: Descriptive Statistics 

Statistic  N Mean St. Dev. Min Pctl(25) Pctl(75) Max 

Per. Chng. Amt. Comm.  339815  0.079  0.309  -0.995  -0.092  0.195  1.999  

Comm. Loans / TA  339815  0.093  0.068  0.000 0.047  0.121  0.863  

Per. Chng. Amt. Cons.  339815  -0.045  0.339  -1.000  -0.155  0.072  1.997  

Comm. Loans / TA  339815  0.041  0.052  0.000 0.005  0.058  1.135  

Per. Chng. RE  339815  0.119  0.294  -1.000  -0.023  0.157  2.000  

RE Loans / TA  339815  0.337  0.186  0.000 0.190  0.473  4.606  

T1 Leverage Rat.  339815  0.102  0.031  0.001  0.082  0.112  0.497  

T1 Risk-Based Cap. Rat.  339815  0.153  0.062  0.001  0.111  0.174  0.500  

Total Equity  339815  0.105  0.032  -0.010  0.085  0.118  0.495  

ROA  339815  0.005  0.008  -0.296  0.002  0.009  0.295  

Non-Perf. Assets  339815  0.003  0.005  0.000  0.0002  0.003  0.171  

Total Assets  339815  442021 1931462  2298   65639  307772  163066000  

Total Deposits  339815  0.833  0.071  0.001  0.802  0.882  0.993  

De Novo Ind.  339815  0.033  0.178  0  0  0  1  

Post Crisis Ind  339815  0.173  0.378  0  0  0  1  

Fin. Crisis Ind  339815  0.202  0.402  0  0  0  1  

4. Methods 

We use a fixed-effects (bank fixed effects) panel data model with the following 
specification, which is based on Cole (2012): 

%∆𝐿𝑜𝑎𝑛𝑠𝑖𝑡 = 𝛽0 + 𝛽1𝑂𝑟𝑡ℎ. 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝑅𝑎𝑡𝑖𝑜𝑖(𝑡−4) + 𝛽2𝑇𝑜𝑡𝑎𝑙 𝐸𝑞𝑢𝑖𝑡𝑦𝑖(𝑡−4)

+ 𝚪(𝑪𝒐𝒏𝒕𝒓𝒐𝒍𝒔)𝑖(𝑡−4) + 𝜇𝑖𝑡 

Where %∆𝐿𝑜𝑎𝑛𝑠𝑖𝑡  is the percent change in a particular loan type for firm i over the 
last year ending in quarter t. The loans types are Commercial and Industrial, 
Consumer, and Real-Estate. 
Orth. Capital Ratio is one of the two capital ratios used in our analysis, the Tier 1 
Leverage Ratio and the Risk-Based Capital Ratio. Each is orthogonalized with respect 
to Total Equity, that is each is the residual from the following equation: 
𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝑅𝑎𝑡𝑖𝑜𝑖𝑡 =  𝛼0 + 𝛼1𝑇𝑜𝑡𝑎𝑙 𝐸𝑞𝑢𝑖𝑡𝑦𝑖𝑡 + 𝜂𝑖𝑡.  As such, the orthogonalized capital 
ratio contains information in the ratio which is unrelated to the information contained 
in Total Equity. 

Controls denotes a matrix of the following control variables: Return on Assets 
(ROA); Non-Performing Assets divided by Total Assets (NPA); natural log of Total 
Assets (ln(TA)); Total Deposits divided by Total Assets (Deposits); Post Crisis is an 
indicator for the years 2012–2015; Fin Crisis is an indicator for the years 2009-2011; De 
Novo denotes a bank which is less than 5 years old. 
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Note that the explanatory variables are lagged one year with respect to the 
percent change in loans. So our equation tests for the effect of the capital ratio in 
quarter t, with the percent change in loans over the following 4 quarters. 

5. Results 

We summarize the results below by capital ratio and loan type. We first show 
results for the full panel. We then estimate separate regressions for bank which 
exceed, and fall short of, the required capital thresholds. 

 
5.1 Tier 1 Leverage Ratio 

The estimated Tier 1 Leverage ratio coefficients in the following fixed-effects 
models are positive and significant effect across all three types of lending. Thus we 
find higher tier 1 leverage ratios tend to increase all types of lending over the 
following year, and this is robust to whether the bank is well or poorly capitalized. 

 
5.1.1 Commercial and Industrial Loans 

In the full-sample of banks, the coefficient on the orthogonalized tier 1 leverage 
ratio ranges from 1.497 to 1.551 and is a positive and significant across all regressions. 
This means for a 1% increase in the tier 1 leverage ratio which is not attributable to 
an increase in total equity, commercial and industrial loans increase by about 1.5% 
over the following year. The adjusted R-squared values of these regressions are fairly 
low at 0.074, so we are only explaining a modest amount of the variation in 
commercial and industrial loans. 

The coefficients are again positive and significant when estimating the model on 
the subset of well-capitalized banks. They range from 1.457 to 1.522. However the 
effect of tier 1 capital on the change in commercial and industrial loans is insignificant 
(though still positive) when considering only poorly-capitalized banks. The 
insignificant relationship is consistent with there being fewer observations on poorly-
capitalized banks (2,016 bank/year observations). 

 
5.1.2 Consumer Loans 

Over all banks there is a positive and significant relationship between the level 
of Tier 1 Leverage Ratio and the percent change in Consumer Loans. The coefficient 
is approximately 2.8, implying a 1% higher Tier 1 Leverage Ratio will increase 
consumer loans by 2.8% over the following year. Notably, the adjusted R-squared for 
these regressions is a little over 0.20. The level of a bank’s Tier 1 Leverage ratio 
explains substantially more of the variation in Consumer relative to Commercial and 
Industrial loans. 

When considering only well-capitalized banks the relationship is slightly 
stronger with a significant coefficient of slightly over 2.82. For the subset of poorly-
capitalized banks, however, the coefficients on the Tier 1 Leverage Ratio are negative 
and insignificant. This is evidence that the Tier 1 Leverage Ratio only positively 
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affects the amount of Consumer Loans a bank offers when that bank is well-
capitalized. 

Table 3: The Effect of the Tier 1 Leverage Ratio on Commercial and Industrial Loans 

 (1)  (2)  (3)  

Com./Ind. Loans  2.335***  2.334***  2.332***  
 (0.020)  (0.020)  (0.020)  

T1LR  1.551***  1.497***  1.508***  
 (0.085)  (0.085)  (0.085)  

TE  2.533***  2.454***  2.462***  
 (0.074)  (0.074)  (0.074)  

ROA  0.137  -14.337***  -12.593***  
 (0.115)  (1.056)  (1.064)  

NPA  -10.695***  -10.718***  10.781***  
 (0.162)  (0.162)  (1.721)  

ln(TA)  -0.075***  -0.080***  -0.074***  
 (0.002)  (0.002)  (0.002)  

Deposits  0.084***  0.082***  0.080***  
 (0.019)  (0.019)  (0.019)  

Post Crisis  0.010***  0.010***  0.010***  
 (0.002)  (0.002)  (0.002)  

Fin Crisis  -0.049***  -0.049***  -0.047***  
 (0.002)  (0.002)  (0.002)  

De Novo  0.051***  0.048***  0.049***  
 (0.005)  (0.005)  (0.005)  

ln(TA) * ROA   1.197***  1.048***  
  (0.087)  (0.088)  

ln(TA) * NPA    -1.861***  
   (0.148)  

Observations  205,212  205,212  205,212  

R2  0.116  0.117  0.118  

Adjusted R2  0.073  0.074  0.074  

F Statistic  
2,572.869*** (df = 10; 
195609)  

2,358.526*** (df = 11; 
195608)  

2,176.839*** (df = 12; 
195607)  

Note: *p<0.1; **p<0.05; ***p<0.01 . Results are from fixed-effects models with bank fixed 
effects, for the years 2001 through 2017. Data are quarterly. The dependent variable is the 
percent change in commercial and industrial loans in dollar amount. All variables are lagged 
one year relative to the dependent variable. 
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Table 4: The Effect of the Tier 1 Leverage Ratio on Consumer Loans 
 

 (1)  (2)  (3)  

Cons. Loans  -1.104***  -1.103***  -1.103***  
 (0.034)  (0.034)  (0.034)  

T1LR  2.884***  2.869***  2.871***  
 (0.121)  (0.121)  (0.121)  

TE  2.661***  2.638***  2.640***  
 (0.117)  (0.118)  (0.118)  

ROA  0.229  -3.172**  -2.234  
 (0.174)  (1.548)  (1.559)  

NPA  -2.889***  -2.903***  10.151***  
 (0.249)  (0.249)  (2.600)  

ln(TA)  -0.081***  -0.081***  -0.078***  
 (0.003)  (0.003)  (0.003)  

Deposits  -0.585***  -0.586***  -0.586***  
 (0.028)  (0.028)  (0.028)  

Post Crisis  0.016***  0.016***  0.017***  
 (0.002)  (0.002)  (0.002)  

Fin Crisis  -0.484***  -0.484***  -0.483***  
 (0.003)  (0.003)  (0.003)  

De Novo  0.093***  0.093***  0.093***  
 (0.007)  (0.007)  (0.007)  

ln(TA) * ROA   0.278**  0.198  
  (0.126)  (0.127)  

ln(TA) * NPA    -1.127***  
   (0.223)  

Observations  154,455  154,455  154,455  

R2  0.250  0.250  0.250  

Adjusted R2  0.201  0.201  0.202  

F Statistic  
4,840.491*** (df = 10; 
144992)  

4,401.008*** (df = 11; 
144991)  

4,037.057*** (df = 12; 
144990)  

Note: *p<0.1; **p<0.05; ***p<0.01. Results are from fixed-effects models with bank fixed 
effects, for the years 2001 through 2017. Data are quarterly. The dependent variable is total 
consumer loan amount outstanding as a percent of total assets. All variables are lagged one 
year relative to the dependent variable.  

  
5.1.3 Real-Estate Loans 

Over the full sample of banks, there is a positive and significant relationship 
between the Tier 1 Leverage Ratio and the percent change in real-estate loans 
(coefficient slightly over 2.90). The adjusted R-squared is 0.16. The coefficient is larger 
for the subset of well-capitalized banks relative to poorly capitalized banks 
(approximately 2.96 vs 1.20 respectively). However, regarding real-estate loans, the 
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relationship between the tier 1 leverage ratio and the percent change in loans is 
positive and significant for poorly-capitalized banks. 

Table 5: The Effect of the Tier 1 Leverage Ratio on RE Loans 

 (1)  (2)  (3)  

Cons. Loans  -0.827***  -0.825***  -0.825***  
 (0.005)  (0.005)  (0.005)  

T1LR  2.959***  2.934***  2.936***  
 (0.063)  (0.063)  (0.063)  

TE  3.145***  3.109***  3.111***  
 (0.052)  (0.052)  (0.052)  

ROA  -0.515***  -7.497***  -6.939***  
 (0.084)  (0.750)  (0.757)  

NPA  -2.151***  -2.164***  5.072***  
 (0.119)  (0.119)  (1.278)  

ln(TA)  0.050***  0.048***  0.050***  
 (0.002)  (0.002)  (0.002)  

Deposits  -0.074***  -0.075***  -0.076***  
 (0.014)  (0.014)  (0.014)  

Post Crisis  -0.018***  -0.018***  -0.018***  
 (0.001)  (0.001)  (0.001)  

Fin Crisis  -0.015***  -0.015***  -0.015***  
 (0.001)  (0.001)  (0.001)  

De Novo  0.037***  0.035***  0.036***  
 (0.003)  (0.003)  (0.003)  

ln(TA) * ROA   0.577***  0.529***  
  (0.062)  (0.062)  

ln(TA) * NPA    -0.626***  
   (0.110)  

Observations  208,321  208,321  208,321  

R2  0.199  0.200  0.200  

Adjusted R2  0.160  0.160  0.160  

F Statistic  
4,944.844*** (df = 10; 
198542)  

4,505.249*** (df = 11; 
198541)  

4,133.159*** (df = 12; 
198540)  

Note: *p<0.1; **p<0.05; ***p<0.01 . Results are from fixed-effects models with bank fixed 
effects, for the years 2001 through 2017. Data are quarterly. The dependent variable is the 
percentage change in the amount of real-estate loans outstanding. All variables are lagged 
one year relative to the dependent variable.  
5.2 Risk-Based Capital Ratio 

Interestingly, a higher Tier 1 Risk-Based Capital Ratio tends to shift well-
capitalized bank lending away from real-estate and consumer loans, and toward 
commercial and industrial loans over the following year. For poorly-capitalized 
banks, however, higher tier 1 risk based capital ratios tend to increase all types of 
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lending. This is evidence of a dynamic relationship between the risk-weighted 
measure and lending which is not present in the non-risk weighted tier 1 leverage 
ratio. 

 
Table 6: The Effect of the Tier 1 Risk-Based Ratio on Commercial and Industrial Loans 

 
 (1)  (2)  (3)  

Com./Ind. Loans  2.503***  2.502***  2.499***  
 (0.020)  (0.020)  (0.020)  

T1RBCR  1.540***  1.532***  1.535***  
 (0.032)  (0.032)  (0.032)  

TE  2.680***  2.633***  2.637***  
 (0.047)  (0.047)  (0.047)  

ROA  0.285**  -14.115***  -12.348***  
 (0.115)  (1.050)  (1.058)  

NPA  -10.503***  -10.523***  11.317***  
 (0.162)  (0.162)  (1.712)  

ln(TA)  -0.069***  -0.073***  -0.068***  
 (0.002)  (0.002)  (0.002)  

Deposits  0.041**  0.039**  0.036*  
 (0.019)  (0.019)  (0.019)  

Post Crisis  0.001  0.001  0.001  
 (0.002)  (0.002)  (0.002)  

Fin Crisis  -0.044***  -0.043***  -0.042***  
 (0.002)  (0.002)  (0.002)  

De Novo  0.056***  0.053***  0.054***  
 (0.005)  (0.005)  (0.005)  

ln(TA) * ROA   1.191***  1.040***  
  (0.086)  (0.087)  

ln(TA) * NPA    -1.890***  
   (0.148)  

Observations  205,212  205,212  205,212  

R2  0.125  0.126  0.127  

Adjusted R2  0.082  0.083  0.084  

F Statistic  
2,800.909*** (df = 10; 
195609)  

2,566.069*** (df = 11; 
195608)  

2,367.880*** (df = 12; 
195607)  

Note: *p<0.1; **p<0.05; ***p<0.01 . Results are from fixed-effects models with bank fixed 
effects, for the years 2001 through 2017. Data are quarterly. The dependent variable is the 
percent change in commercial and industrial loans in dollar amount. All variables are lagged 
one year relative to the dependent variable. 
  
5.2.1 Commercial and Industrial Loans 

Over all banks the Tier 1 Risk-Based Capital Ratio has a positive and significant 
relationship with the subsequent percent change in Commercial and Industrial 
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Loans. The coefficient is approximately 1.54, implying a 1 percentage point increase 
in the Tier 1 Risk-Based Capital Ratio will increase total Commercial and Industrial 
Loans by 1.54 percentage points over the following year. Similar to the Tier 1 
Leverage Ratio regressions, the adjusted R-squared values are modest at 
approximately 0.083. Similar to the Tier 1 Leverage Ratio, the coefficient is positive 
and significant for both well, and poorly, capitalized banks. 

 
Table 7: The Effect of the Tier 1 Risk-Based Ratio on Consumer Loans 

  
 (1)  (2)  (3)  

Cons. Loans  -1.153***  -1.151***  -1.151***  
 (0.034)  (0.034)  (0.034)  

T1RBCR  -0.423***  -0.426***  -0.423***  
 (0.049)  (0.049)  (0.049)  

TE  -0.183**  -0.203***  -0.200***  
 (0.074)  (0.074)  (0.074)  

ROA  0.248  -5.337***  -4.426***  
 (0.174)  (1.549)  (1.560)  

NPA  -3.298***  -3.319***  9.370***  
 (0.250)  (0.250)  (2.605)  

ln(TA)  -0.097***  -0.098***  -0.095***  
 (0.003)  (0.003)  (0.003)  

Deposits  -0.598***  -0.598***  -0.598***  
 (0.028)  (0.028)  (0.028)  

Post Crisis  0.015***  0.015***  0.015***  
 (0.002)  (0.002)  (0.002)  

Fin Crisis  -0.491***  -0.491***  -0.490***  
 (0.003)  (0.003)  (0.003)  

De Novo  0.118***  0.116***  0.117***  
 (0.007)  (0.007)  (0.007)  

ln(TA) * ROA   0.456***  0.378***  
  (0.126)  (0.127)  

ln(TA) * NPA    -1.095***  
   (0.224)  

Observations  154,455  154,455  154,455  

R2  0.248  0.248  0.248  

Adjusted R2  0.199  0.199  0.199  

F Statistic  
4,775.077*** (df = 10; 
144992)  

4,342.541*** (df = 11; 
144991)  

3,983.288*** (df = 12; 
144990)  

Note: *p<0.1; **p<0.05; ***p<0.01 .   Results are from fixed-effects models with bank fixed 
effects, for the years 2001 through 2017. Data are quarterly. The dependent variable is total 
consumer loan amount outstanding as a percent of total assets. All variables are lagged one 
year relative to the dependent variable. 
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Table 8: The Effect of the Tier 1 Risk-Based Ratio on RE Loans 

  
 (1)  (2)  (3)  

Cons. Loans  -0.845***  -0.843***  -0.843***  
 (0.005)  (0.005)  (0.005)  

T1RBCR  -0.351***  -0.353***  -0.352***  
 (0.023)  (0.023)  (0.023)  

TE  0.791***  0.767***  0.768***  
 (0.035)  (0.035)  (0.035)  

ROA  -0.529***  -9.056***  -8.536***  
 (0.084)  (0.753)  (0.760)  

NPA  -2.505***  -2.519***  4.223***  
 (0.120)  (0.120)  (1.284)  

ln(TA)  0.041***  0.038***  0.039***  
 (0.002)  (0.002)  (0.002)  

Deposits  -0.089***  -0.091***  -0.092***  
 (0.014)  (0.014)  (0.014)  

Post Crisis  -0.019***  -0.019***  -0.019***  
 (0.001)  (0.001)  (0.001)  

Fin Crisis  -0.021***  -0.021***  -0.020***  
 (0.001)  (0.001)  (0.001)  

De Novo  0.055***  0.053***  0.053***  
 (0.003)  (0.003)  (0.003)  

ln(TA) * ROA   0.705***  0.660***  
  (0.062)  (0.062)  

ln(TA) * NPA    -0.584***  
   (0.111)  

Observations  208,321  208,321  208,321  

R2  0.192  0.192  0.192  

Adjusted R2  0.152  0.152  0.152  

F Statistic  
4,703.629*** (df = 10; 
198542)  

4,290.595*** (df = 11; 
198541)  

3,935.894*** (df = 12; 
198540)  

Note: *p<0.1; **p<0.05; ***p<0.01 . Results are from fixed-effects models with bank fixed 
effects, for the years 2001 through 2017. Data are quarterly. The dependent variable is the 
percentage change in the amount of real-estate loans outstanding. All variables are lagged 
one year relative to the dependent variable.  
5.2.2 Consumer Loans 

Over all banks the Tier 1 Risk-Based Capital Ratio has a negative and significant 
relationship with the percent change in Consumer Loans. The coefficient is 
approximately -0.42, implying a 1 percentage point increase in the Tier 1 Risk-Based 
Capital Ratio will decrease total Commercial and Industrial Loans by 0.42 percentage 
points over the following year. The adjusted R-squared values are approximately 
0.20. 
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Separating the sample into well, and poorly, capitalized bank shows the negative 
relationship is restricted to well-capitalized banks. The relationship is insignificantly 
different from zero for poorly capitalized banks. 

Note the relationship between the Tier 1 Leverage Ratio and consumer loans was 
positive and significant, whereas it is negative and significant for the Tier 1 Risk-
Based Capital Ratio. The change in sign is understandable given the higher risk 
weights on consumer loans relative to other types, such as commercial and industrial 
loans. This is evidence of the effect of risk-weighting imposed by regulators on banks 
loan portfolios. 

 
5.2.3 Real-Estate Loans 

Over all banks the Tier 1 Risk-Based Capital Ratio also has a negative and 
significant relationship with the percent change in Real Estate loans. The coefficient 
is approximately -0.35, implying a 1 percentage point increase in the Tier 1 Risk-
Based Capital Ratio will decrease total Real Estate Loans by 0.35 percentage points 
over the following year. The adjusted R-squared values are approximately 0.15. 

The relationship is negative and significant for well-capitalized banks (coefficient 
-0.38), though positive and significant (coefficient 1.1) for poorly-capitalized banks. 
Both are significant at the less than 1% level. So if a bank is well capitalized, and its 
Risk-Based Capital Ratio increases, then its loans will shift from real-estate toward 
commercial and industrial lending. However, if the Risk-Based Capital Ratio of a 
poorly capitalized bank increases, it will increase its real-estate loans. 

The coefficient on the Tier 1 Leverage Ratio for well-capitalized banks was 
positive (approximately 3.05) and significant at the less than 1% level. The fact that 
risk-weighting assets again caused a change in sign is understandable given the 
higher risk weights on real-estate loans relative to commercial and industrial loans. 
This is further evidence of the effect of risk-weighting imposed by regulators on 
banks loan portfolios. 

6. Conclusion 

In this analysis we have estimated the effect of regulatory capital levels on types 
of bank lending. As measures of capital we used the non-risk weighted Tier 1 
Leverage Ratio, and the risk-weighted Risk-Based Capital Ratio. Our results 
generally found significant relationships between regulatory capital levels and 
subsequent lending over the following year. The signs of these relationships, 
however, were contingent on the measure of capital, type of loan, and whether the 
banks was well or poorly capitalized. 

When considering the non-risk-weighted Tier 1 Leverage Ratio, higher capital 
levels lead to greater percent changes in all types of loans over the following year. 
This is broadly true across both well and poorly capitalized banks. 
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The relationship is less uniform for the risk-weighted Risk-Based Capital Ratio. 
Across all banks, higher Risk-Based Capital Ratios shifts lending away from real-
estate and consumer loans, and toward commercial and industrial loans. This result 
also holds when restricting the sample to well-capitalized banks. We do find 
evidence, however, that for the relatively small set of poorly-capitalized banks, a 
higher Risk-Based Capital Ratio leads to subsequently higher real-estate lending. 
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Appendix 
Table 9: Well-Capitalized Banks: The Effect of the Tier 1 Leverage Ratio on 
Commercial and Industrial Loans. Results are from fixed-effects models with bank 
fixed effects, for the years 2001 through 2017. Data are quarterly. The dependent 
variable is the percent change in commercial and industrial loans in dollar amount. 
All variables are lagged one year relative to the dependent variable. This data set 
includes only banks with both a tier 1 leverage ratio above 5 percent, and risk-
based capital ratio above 10 percent.  
 (1)  (2)  (3)  

Com./Ind. Loans  2.337***  2.337***  2.335***  
 (0.020)  (0.020)  (0.020)  
T1LR  1.522***  1.457***  1.466***  
 (0.086)  (0.087)  (0.086)  
TE  2.452***  2.357***  2.364***  
 (0.075)  (0.075)  (0.075)  
ROA  -0.200  -15.716***  -14.194***  
 (0.127)  (1.142)  (1.150)  
NPA  -10.938***  -10.960***  9.048***  
 (0.168)  (0.168)  (1.775)  
ln(TA)  -0.076***  -0.081***  -0.076***  
 (0.002)  (0.002)  (0.002)  
Deposits  0.087***  0.084***  0.082***  
 (0.020)  (0.020)  (0.020)  
Post Crisis  0.012***  0.011***  0.011***  
 (0.002)  (0.002)  (0.002)  
Fin Crisis  -0.048***  -0.048***  -0.047***  
 (0.002)  (0.002)  (0.002)  
De Novo  0.051***  0.047***  0.048***  
 (0.005)  (0.005)  (0.005)  
ln(TA) * ROA   1.279***  1.149***  
  (0.094)  (0.094)  
ln(TA) * NPA    -1.734***  
   (0.153)  

Observations  201,756  201,756  201,756  
R2  0.112  0.113  0.113  
Adjusted R2  0.067  0.068  0.069  

F Statistic  
2,417.940*** (df = 10; 
192171)  

2,217.233*** (df = 11; 
192170)  

2,044.488*** (df = 12; 
192169)  

Note:  *p<0.1; **p<0.05; ***p<0.01  
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Table 10: Poorly-Capitalized Banks: The Effect of the Tier 1 Leverage Ratio on 
Commercial and Industrial Loans. Results are from fixed-effects models with bank 
fixed effects, for the years 2001 through 2017. Data are quarterly. The dependent 
variable is the percent change in commercial and industrial loans in dollar amount. 
All variables are lagged one year relative to the dependent variable. This data set 
includes only banks with both a tier 1 leverage ratio below 5 percent, and risk-
based capital ratio below 10 percent.  
 (1)  (2)  (3)  

Com./Ind. Loans  5.115***  5.125***  5.128***  
 (0.274)  (0.274)  (0.274)  
T1LR  1.621  1.627  1.672  
 (1.509)  (1.509)  (1.508)  
TE  1.970  1.944  2.018  
 (1.574)  (1.573)  (1.574)  
ROA  0.129  -6.644  -6.029  
 (0.370)  (4.247)  (4.265)  
NPA  -4.740***  -4.746***  15.799  
 (0.940)  (0.939)  (13.845)  
ln(TA)  -0.466***  -0.454***  -0.429***  
 (0.056)  (0.056)  (0.059)  
Deposits  0.468  0.470  0.491  
 (0.316)  (0.316)  (0.316)  
Post Crisis  -0.011  -0.011  -0.012  
 (0.022)  (0.022)  (0.022)  
Fin Crisis  -0.003  -0.003  -0.004  
 (0.031)  (0.031)  (0.031)  
De Novo  -0.097  -0.100  -0.096  
 (0.068)  (0.068)  (0.068)  
ln(TA) * ROA   0.564  0.510  
  (0.352)  (0.354)  
ln(TA) * NPA    -1.737  
   (1.168)  

Observations  2,016  2,016  2,016  
R2  0.247  0.248  0.249  
Adjusted R2  0.067  0.068  0.068  

F Statistic  
53.383*** (df = 10; 
1625)  

48.810*** (df = 11; 
1624)  

44.960*** (df = 12; 
1623)  

Note:  *p<0.1; **p<0.05; ***p<0.01 
 
 
 
 



108                     Banking and Finance Review                           2 • 2019 

Table 11: Well Capitalized Banks: The Effect of the Tier 1 Leverage Ratio on 
Consumer Loans: Results are from fixed-effects models with bank fixed effects, 
for the years 2001 through 2017. Data are quarterly. The dependent variable is total 
consumer loan amount outstanding as a percent of total assets. All variables are 
lagged one year relative to the dependent variable. This data set includes only 
banks with both a tier 1 leverage ratio above 5 percent, and risk-based capital ratio 
above 10 percent.  
 (1)  (2)  (3)  

Cons. Loans  -1.099***  -1.098***  -1.097***  
 (0.034)  (0.034)  (0.034)  
T1LR  2.849***  2.826***  2.827***  
 (0.122)  (0.123)  (0.123)  
TE  2.526***  2.490***  2.492***  
 (0.120)  (0.121)  (0.121)  
ROA  -0.271  -4.975***  -4.184**  
 (0.194)  (1.707)  (1.716)  
NPA  -2.862***  -2.879***  9.265***  
 (0.258)  (0.258)  (2.683)  
ln(TA)  -0.080***  -0.081***  -0.078***  
 (0.003)  (0.003)  (0.003)  
Deposits  -0.576***  -0.577***  -0.577***  
 (0.028)  (0.028)  (0.028)  
Post Crisis  0.017***  0.017***  0.017***  
 (0.002)  (0.002)  (0.002)  
Fin Crisis  -0.483***  -0.483***  -0.482***  
 (0.003)  (0.003)  (0.003)  
De Novo  0.090***  0.089***  0.090***  
 (0.007)  (0.007)  (0.007)  
ln(TA) * ROA   0.382***  0.315**  
  (0.138)  (0.139)  
ln(TA) * NPA    -1.050***  
   (0.231)  

Observations  151,872  151,872  151,872  
R2  0.247  0.247  0.247  
Adjusted R2  0.197  0.197  0.197  

F Statistic  
4,661.332*** (df = 10; 
142425)  

4,238.473*** (df = 11; 
142424)  

3,887.527*** (df = 12; 
142423)  

Note:  *p<0.1; **p<0.05; ***p<0.01  
 
 
 



The Effect of Bank Regulatory Capital Levels on Loan Types                                     109 

Table 12: Poorly Capitalized Banks: The Effect of the Tier 1 Leverage Ratio on 
Consumer Loans: Results are from fixed-effects models with bank fixed effects, 
for the years 2001 through 2017. Data are quarterly. The dependent variable is total 
consumer loan amount outstanding as a percent of total assets. All variables are 
lagged one year relative to the dependent variable. This data set includes only 
banks with both a tier 1 leverage ratio below 5 percent, and risk-based capital ratio 
below 10 percent.  
 (1)  (2)  (3)  

Cons. Loans  -4.515***  -4.455***  -4.458***  
 (1.038)  (1.039)  (1.039)  
T1LR  -1.615  -1.501  -1.584  
 (2.658)  (2.661)  (2.661)  
TE  -0.372  -0.247  -0.334  
 (2.921)  (2.924)  (2.924)  
ROA  -0.729  5.935  4.546  
 (0.588)  (7.036)  (7.100)  
NPA  -0.787  -0.800  -34.602  
 (1.590)  (1.591)  (23.789)  
ln(TA)  0.001  -0.008  -0.049  
 (0.091)  (0.092)  (0.096)  
Deposits  -0.031  -0.018  -0.049  
 (0.516)  (0.516)  (0.517)  
Post Crisis  0.019  0.019  0.018  
 (0.036)  (0.036)  (0.036)  
Fin Crisis  -0.594***  -0.596***  -0.594***  
 (0.053)  (0.053)  (0.053)  
De Novo  0.370**  0.384**  0.356*  
 (0.186)  (0.187)  (0.188)  
ln(TA) * ROA   -0.553  -0.433  
  (0.582)  (0.588)  
ln(TA) * NPA    2.832  
   (1.988)  

Observations  1,475  1,475  1,475  
R2  0.418  0.419  0.420  
Adjusted R2  0.264  0.264  0.264  

F Statistic  
83.744*** (df = 10; 
1165)  

76.207*** (df = 11; 
1164)  

70.087*** (df = 12; 
1163)  

Note:  p<0.1; p<0.05; p<0.01  
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Table 13: Well Capitalized Banks: The Effect of the Tier 1 Leverage Ratio on RE 
Loans: Results are from fixed-effects models with bank fixed effects, for the years 
2001 through 2017. Data are quarterly. The dependent variable is the percentage 
change in the amount of real-estate loans outstanding. All variables are lagged one 
year relative to the dependent variable. This data set includes only banks with 
both a tier 1 leverage ratio above 5 percent, and risk-based capital ratio above 10 
percent.  
 (1)  (2)  (3)  

Cons. Loans  -0.829***  -0.827***  -0.827***  
 (0.005)  (0.005)  (0.005)  
T1LR  2.990***  2.958***  2.960***  
 (0.064)  (0.064)  (0.064)  
TE  3.182***  3.136***  3.139***  
 (0.053)  (0.054)  (0.054)  
ROA  -0.654***  -8.665***  -8.154***  
 (0.092)  (0.815)  (0.820)  
NPA  -2.167***  -2.180***  4.776***  
 (0.124)  (0.124)  (1.320)  
ln(TA)  0.052***  0.049***  0.050***  
 (0.002)  (0.002)  (0.002)  
Deposits  -0.079***  -0.081***  -0.081***  
 (0.014)  (0.014)  (0.014)  
Post Crisis  -0.018***  -0.018***  -0.018***  
 (0.001)  (0.001)  (0.001)  
Fin Crisis  -0.015***  -0.016***  -0.015***  
 (0.001)  (0.001)  (0.001)  
De Novo  0.036***  0.035***  0.035***  
 (0.003)  (0.003)  (0.003)  
ln(TA) * ROA   0.660***  0.616***  
  (0.067)  (0.067)  
ln(TA) * NPA    -0.603***  
   (0.114)  

Observations  204,833  204,833  204,833  
R2  0.192  0.193  0.193  
Adjusted R2  0.152  0.152  0.152  

F Statistic  
4,640.091*** (df = 10; 
195076)  

4,229.263*** (df = 11; 
195075)  

3,879.697*** (df = 12; 
195074)  

Note:  *p<0.1; **p<0.05; ***p<0.01  
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Table 14: Poorly Capitalized Banks: The Effect of the Tier 1 Leverage Ratio on RE 
Loans: Results are from fixed-effects models with bank fixed effects, for the years 
2001 through 2017. Data are quarterly. The dependent variable is the percentage 
change in the amount of real-estate loans outstanding. All variables are lagged one 
year relative to the dependent variable. This data set includes only banks with 
both a tier 1 leverage ratio below 5 percent, and risk-based capital ratio below 10 
percent.  
 (1)  (2)  (3)  

Cons. Loans  -0.946***  -0.945***  -0.944***  
 (0.031)  (0.031)  (0.031)  
T1LR  1.205**  1.205**  1.232**  
 (0.553)  (0.553)  (0.553)  
TE  1.738***  1.745***  1.784***  
 (0.555)  (0.555)  (0.555)  
ROA  0.195  1.858  2.157  
 (0.136)  (1.567)  (1.573)  
NPA  0.027  0.030  10.069**  
 (0.348)  (0.348)  (5.087)  
ln(TA)  -0.080***  -0.083***  -0.071***  
 (0.021)  (0.022)  (0.022)  
Deposits  -0.013  -0.013  -0.004  
 (0.115)  (0.115)  (0.115)  
Post Crisis  0.020**  0.020**  0.020**  
 (0.008)  (0.008)  (0.008)  
Fin Crisis  0.057***  0.056***  0.056***  
 (0.011)  (0.011)  (0.011)  
De Novo  -0.067***  -0.066***  -0.064***  
 (0.024)  (0.024)  (0.024)  
ln(TA) * ROA   -0.138  -0.164  
  (0.130)  (0.131)  
ln(TA) * NPA    -0.849**  
   (0.429)  

Observations  2,054  2,054  2,054  
R2  0.422  0.423  0.424  
Adjusted R2  0.284  0.284  0.286  

F Statistic  
121.129*** (df = 10; 
1657)  

110.230*** (df = 11; 
1656)  

101.548*** (df = 12; 
1655)  

Note:  *p<0.1; **p<0.05; ***p<0.01  
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Table 15: Well Capitalized Banks: The Effect of the Tier 1 Risk-Based Ratio on 
Commercial and Industrial Loans: Results are from fixed-effects models with bank 
fixed effects, for the years 2001 through 2017. Data are quarterly. The dependent 
variable is the percent change in commercial and industrial loans in dollar amount. 
All variables are lagged one year relative to the dependent variable. This data set 
includes only banks with both a tier 1 leverage ratio above 5 percent, and risk-
based capital ratio above 10 percent.  
 (1)  (2)  (3)  

Com./Ind. Loans  2.507***  2.505***  2.503***  
 (0.020)  (0.020)  (0.020)  
T1RBCR  1.533***  1.522***  1.525***  
 (0.032)  (0.032)  (0.032)  
TE  2.621***  2.566***  2.569***  
 (0.048)  (0.048)  (0.048)  
ROA  -0.022  -15.179***  -13.636***  
 (0.127)  (1.135)  (1.143)  
NPA  -10.731***  -10.749***  9.592***  
 (0.167)  (0.167)  (1.766)  
ln(TA)  -0.069***  -0.074***  -0.069***  
 (0.002)  (0.002)  (0.002)  
Deposits  0.042**  0.040**  0.038*  
 (0.020)  (0.020)  (0.020)  
Post Crisis  0.002  0.002  0.002  
 (0.002)  (0.002)  (0.002)  
Fin Crisis  -0.043***  -0.043***  -0.041***  
 (0.002)  (0.002)  (0.002)  
De Novo  0.055***  0.051***  0.052***  
 (0.005)  (0.005)  (0.005)  
ln(TA) * ROA   1.249***  1.118***  
  (0.093)  (0.094)  
ln(TA) * NPA    -1.763***  
   (0.152)  

Observations  201,756  201,756  201,756  
R2  0.121  0.122  0.122  
Adjusted R2  0.077  0.078  0.078  

F Statistic  
2,641.479*** (df = 10; 
192171)  

2,419.996*** (df = 11; 
192170)  

2,231.017*** (df = 12; 
192169)  

Note:  *p<0.1; **p<0.05; ***p<0.01  
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Table 16: Poorly Capitalized Banks: The Effect of the Tier 1 Risk-Based Ratio on 
Commercial and Industrial Loans: Results are from fixed-effects models with bank 
fixed effects, for the years 2001 through 2017. Data are quarterly. The dependent 
variable is the percent change in commercial and industrial loans in dollar amount. 
All variables are lagged one year relative to the dependent variable. This data set 
includes only banks with both a tier 1 leverage ratio below 5 percent, and risk-
based capital ratio below 10 percent.  
 (1)  (2)  (3)  

Com./Ind. Loans  5.099***  5.108***  5.111***  
 (0.272)  (0.272)  (0.272)  
T1RBCR  3.741***  3.720***  3.699***  
 (0.877)  (0.877)  (0.877)  
TE  4.401***  4.347***  4.355***  
 (1.164)  (1.164)  (1.164)  
ROA  0.043  -6.430  -5.852  
 (0.366)  (4.225)  (4.243)  
NPA  -4.310***  -4.320***  14.938  
 (0.940)  (0.940)  (13.771)  
ln(TA)  -0.456***  -0.445***  -0.421***  
 (0.056)  (0.056)  (0.059)  
Deposits  0.415  0.417  0.436  
 (0.315)  (0.315)  (0.315)  
Post Crisis  -0.015  -0.015  -0.016  
 (0.022)  (0.022)  (0.022)  
Fin Crisis  -0.004  -0.003  -0.004  
 (0.030)  (0.030)  (0.030)  
De Novo  -0.095  -0.097  -0.093  
 (0.068)  (0.068)  (0.068)  
ln(TA) * ROA   0.539  0.489  
  (0.350)  (0.352)  
ln(TA) * NPA    -1.629  
   (1.162)  

Observations  2,016  2,016  2,016  
R2  0.255  0.256  0.257  
Adjusted R2  0.076  0.077  0.078  

F Statistic  
55.644*** (df = 10; 
1625)  

50.843*** (df = 11; 
1624)  

46.797*** (df = 12; 
1623)  

Note:  *p<0.1; **p<0.05; ***p<0.01  
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Table 17: Well Capitalized Banks: The Effect of the Tier 1 Risk-Based Ratio on 
Consumer Loans: Results are from fixed-effects models with bank fixed effects, 
for the years 2001 through 2017. Data are quarterly. The dependent variable is total 
consumer loan amount outstanding as a percent of total assets. All variables are 
lagged one year relative to the dependent variable. This data set includes only 
banks with both a tier 1 leverage ratio above 5 percent, and risk-based capital ratio 
above 10 percent.  
 (1)  (2)  (3)  

Cons. Loans  -1.150***  -1.148***  -1.148***  
 (0.035)  (0.035)  (0.035)  
T1RBCR  -0.436***  -0.441***  -0.439***  
 (0.049)  (0.049)  (0.049)  
TE  -0.324***  -0.355***  -0.352***  
 (0.076)  (0.076)  (0.076)  
ROA  -0.343*  -8.050***  -7.277***  
 (0.195)  (1.706)  (1.715)  
NPA  -3.273***  -3.299***  8.553***  
 (0.258)  (0.258)  (2.688)  
ln(TA)  -0.096***  -0.098***  -0.096***  
 (0.003)  (0.003)  (0.003)  
Deposits  -0.588***  -0.589***  -0.589***  
 (0.028)  (0.028)  (0.028)  
Post Crisis  0.016***  0.016***  0.016***  
 (0.002)  (0.002)  (0.002)  
Fin Crisis  -0.490***  -0.490***  -0.489***  
 (0.003)  (0.003)  (0.003)  
De Novo  0.114***  0.112***  0.112***  
 (0.007)  (0.007)  (0.007)  
ln(TA) * ROA   0.626***  0.560***  
  (0.138)  (0.138)  
ln(TA) * NPA    -1.025***  
   (0.231)  

Observations  151,872  151,872  151,872  
R2  0.244  0.244  0.244  
Adjusted R2  0.194  0.194  0.194  

F Statistic  
4,600.203*** (df = 10; 
142425)  

4,184.459*** (df = 11; 
142424)  

3,837.891*** (df = 12; 
142423)  

Note:  *p<0.1; **p<0.05; ***p<0.01  
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Poorly Capitalized Banks: The Effect of the Tier 1 Risk-Based Ratio on Consumer 
Loans: Results are from fixed-effects models with bank fixed effects, for the years 
2001 through 2017. Data are quarterly. The dependent variable is total consumer 
loan amount outstanding as a percent of total assets. All variables are lagged one 
year relative to the dependent variable. This data set includes only banks with 
both a tier 1 leverage ratio below 5 percent, and risk-based capital ratio below 10 
percent  
 (1)  (2)  (3)  

Cons. Loans  -4.497***  -4.433***  -4.435***  
 (1.039)  (1.042)  (1.041)  
T1RBCR  0.377  0.447  0.441  
 (1.575)  (1.577)  (1.576)  
TE  1.642  1.728  1.718  
 (2.097)  (2.098)  (2.098)  
ROA  -0.794  6.138  4.769  
 (0.583)  (7.038)  (7.102)  
NPA  -0.727  -0.735  -34.209  
 (1.599)  (1.599)  (23.787)  
ln(TA)  0.007  -0.002  -0.043  
 (0.091)  (0.092)  (0.096)  
Deposits  -0.018  -0.007  -0.037  
 (0.516)  (0.516)  (0.516)  
Post Crisis  0.018  0.018  0.017  
 (0.036)  (0.036)  (0.036)  
Fin Crisis  -0.596***  -0.599***  -0.597***  
 (0.053)  (0.053)  (0.053)  
De Novo  0.364*  0.379**  0.351*  
 (0.186)  (0.187)  (0.188)  
ln(TA) * ROA   -0.575  -0.457  
  (0.582)  (0.588)  
ln(TA) * NPA    2.804  
   (1.988)  

Observations  1,475  1,475  1,475  
R2  0.418  0.419  0.420  
Adjusted R2  0.264  0.264  0.264  

F Statistic  
83.691*** (df = 10; 
1165)  

76.170*** (df = 11; 
1164)  

70.048*** (df = 12; 
1163)  

Note:  *p<0.1; **p<0.05; ***p<0.01  
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Table 19: Well Capitalized Banks: The Effect of the Tier 1 Risk-Based Ratio on RE 
Loans: Results are from fixed-effects models with bank fixed effects, for the years 
2001 through 2017. Data are quarterly. The dependent variable is the percentage 
change in the amount of real-estate loans outstanding. All variables are lagged one 
year relative to the dependent variable. This data set includes only banks with 
both a tier 1 leverage ratio above 5 percent, and risk-based capital ratio above 10 
percent.  
 (1)  (2)  (3)  

Cons. Loans  -0.847***  -0.844***  -0.844***  
 (0.005)  (0.005)  (0.005)  
T1RBCR  -0.358***  -0.363***  -0.362***  
 (0.023)  (0.023)  (0.023)  
TE  0.786***  0.753***  0.754***  
 (0.036)  (0.036)  (0.036)  
ROA  -0.724***  -10.819***  -10.343***  
 (0.093)  (0.818)  (0.824)  
NPA  -2.523***  -2.537***  3.948***  
 (0.125)  (0.124)  (1.326)  
ln(TA)  0.042***  0.038***  0.040***  
 (0.002)  (0.002)  (0.002)  
Deposits  -0.094***  -0.096***  -0.097***  
 (0.014)  (0.014)  (0.014)  
Post Crisis  -0.019***  -0.019***  -0.019***  
 (0.001)  (0.001)  (0.001)  
Fin Crisis  -0.021***  -0.022***  -0.021***  
 (0.001)  (0.001)  (0.001)  
De Novo  0.054***  0.052***  0.052***  
 (0.003)  (0.003)  (0.003)  
ln(TA) * ROA   0.831***  0.791***  
  (0.067)  (0.067)  
ln(TA) * NPA    -0.562***  
   (0.114)  

Observations  204,833  204,833  204,833  
R2  0.184  0.185  0.185  
Adjusted R2  0.143  0.144  0.144  

F Statistic  
4,403.871*** (df = 10; 
195076)  

4,020.695*** (df = 11; 
195075)  

3,688.084*** (df = 12; 
195074)  

Note:  *p<0.1; **p<0.05; ***p<0.01  
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Table 20: Poorly Capitalized Banks: The Effect of the Tier 1 Risk-Based Ratio on 
RE Loans: Results are from fixed-effects models with bank fixed effects, for the 
years 2001 through 2017. Data are quarterly. The dependent variable is the 
percentage change in the amount of real-estate loans outstanding. All variables are 
lagged one year relative to the dependent variable. This data set includes only 
banks with both a tier 1 leverage ratio below 5 percent, and risk-based capital ratio 
below 10 percent.  
 (1)  (2)  (3)  

Cons. Loans  -0.936***  -0.935***  -0.934***  
 (0.031)  (0.031)  (0.031)  
T1RBCR  0.938***  0.945***  0.938***  
 (0.325)  (0.325)  (0.324)  
TE  1.723***  1.739***  1.745***  
 (0.447)  (0.448)  (0.447)  
ROA  0.203  1.954  2.240  
 (0.136)  (1.566)  (1.572)  
NPA  0.132  0.136  9.714*  
 (0.350)  (0.350)  (5.080)  
ln(TA)  -0.081***  -0.084***  -0.072***  
 (0.021)  (0.021)  (0.022)  
Deposits  -0.030  -0.030  -0.021  
 (0.115)  (0.115)  (0.115)  
Post Crisis  0.019**  0.019**  0.019**  
 (0.008)  (0.008)  (0.008)  
Fin Crisis  0.057***  0.056***  0.056***  
 (0.011)  (0.011)  (0.011)  
De Novo  -0.066***  -0.066***  -0.064***  
 (0.024)  (0.024)  (0.024)  
ln(TA) * ROA   -0.146  -0.171  
  (0.130)  (0.130)  
ln(TA) * NPA    -0.810*  
   (0.429)  

Observations  2,054  2,054  2,054  
R2  0.424  0.424  0.425  
Adjusted R2  0.286  0.286  0.287  

F Statistic  
121.754*** (df = 10; 
1657)  

110.817*** (df = 11; 
1656)  

102.038*** (df = 12; 
1655)  

Note:  *p<0.1; **p<0.05; ***p<0.01  
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