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Bank Regulation and Risk Taking

Does regulation increase/decrease risk taking?

· Capital requirements can increase risk
Kahane 1977; Santomero et al. 1980, 1988; Gennotte and Pyle 1991; Rochet 1992

· Deposit insurance can increase risk
Merton 1977, 1978; Bhattacharya et al. 1993, 1998; Demirguc-Kunt et al. 2002

· Excessive tax counterproductive
Opp 2012



Conclusion

I Nice paper (simple and clear idea)!

I Contemplate cleaner channel for risk-taking

I Robustness of regulation to risk measurement
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