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Dilemma, Missing and the Way out of Counter Cyclical Capital Regulatory

HU Jiangsheng
(School of Economics, Nanjing University, Nanjing 210093, China)

Abstract: Despite the countercyclical capital regulation curbs credit pro-cyclicality from capital cushion and measurement of
risky assets, the difficulty to predict accurately the economic cycle makes the timing of the accumulation and release of coun-
tercyclical capital buffer a hard nut to crack; Countercyclical capital regulation fails to take into account the fact that the cap-
ital and provision is actually in the balance between profits and risk control. Regulatory capital only in conjunction with the ex-
ternal market constraints and the internal corporate governance can suppress effectively credit cycles and its incurring systemic
risk.

Key Words: credit pro-cyclicality; counter-cyclicality; capital regulation; capital buffer; financial risks; economic cycle vi-

bration
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