
 

Accepted Manuscript

The Effect of Bank Capital on Lending: Does Liquidity Matter?

Dohan Kim , Wook Sohn

PII: S0378-4266(17)30009-2
DOI: 10.1016/j.jbankfin.2017.01.011
Reference: JBF 5081

To appear in: Journal of Banking and Finance

Received date: 28 October 2015
Revised date: 24 September 2016
Accepted date: 13 January 2017

Please cite this article as: Dohan Kim , Wook Sohn , The Effect of Bank Capital on Lending: Does
Liquidity Matter?, Journal of Banking and Finance (2017), doi: 10.1016/j.jbankfin.2017.01.011

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service
to our customers we are providing this early version of the manuscript. The manuscript will undergo
copyediting, typesetting, and review of the resulting proof before it is published in its final form. Please
note that during the production process errors may be discovered which could affect the content, and
all legal disclaimers that apply to the journal pertain.

http://dx.doi.org/10.1016/j.jbankfin.2017.01.011
http://dx.doi.org/10.1016/j.jbankfin.2017.01.011


ACCEPTED MANUSCRIPT

ACCEPTED M
ANUSCRIP

T

1 

 

The Effect of Bank Capital on Lending: Does Liquidity Matter? 

 

Dohan Kim 

The Bank of Korea 

39 Namdaemun-Ro, Seoul, Korea 

E-mail address: dhkim@bok.or.kr 

Tel.: +82 2 759 4114 

 

Wook Sohn
 
(Corresponding author) 

KDI School of Public Policy and Management and the Bank of Korea Economic Research Institute 

263 Namsejong-Ro, Sejong, 339-007, Korea 

E-mail address: wooksohn@kdischool.ac.kr 

Tel.: +82-44-550-1062 

 

Abstract 

This paper uses a sample of quarterly observations of insured US commercial banks to 

examine whether the effect of bank capital on lending differs depending upon the level of 

bank liquidity. We find that the effect on credit growth of an increase in bank capital, defined 

as growth rate of net loans and unused commitments, is positively associated with the level of 

bank liquidity only for large banks and that this positive relationship has been more 

substantial during the recent financial crisis period. This result suggests that bank capital 

exerts a significantly positive effect on lending only after large banks retain sufficient liquid 

assets. 
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