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The New Asset Management Regulations and Bank Liquidity Hoarding
Wang Sheng, Li Jian, Yao Jiarui and Deng Lixing
('School of Economics and Management, Wuhan University )
Abstract; Preventing and resolving shadow banking risks and deepening financial supply —side
structural reform are of great importance to China’s current economic development. At the same
time, promoting the quality and efficiency of financial services for the real economy is the focus of
the present practical and theoretical sector. Based on bank liquidity hoarding, this paper takes the
implementation of the New Asset Management Regulation as a quasi—natural experiment to analyze
in depth the effect of the strong financial regulatory policy on bank liquidity hoarding. It is found
that the level of bank liquidity hoarding declines significantly after the implementation of the New
Asset Management Regulation. Mechanism tests show that the New Asset Management Regulation
reduces bank liquidity hoarding mainly through three channels: reducing banks’ liquid assets,
lowering banks’ subjective risk appetite, and increasing banks’ credit supply. Meanwhile, the
negative impact of the New Asset Management Regulation on banks’ liquidity hoarding is more
pronounced in regions with more marketized financial structures and among banks with greater
digital transformation. To further promote the release of regulatory dividends, this paper provides
three suggestions: guide banks to invest more liquidity in the real economy and prevent excessive
liquidity from stagnating in the banking system; continue to push forward the reform of financial
regulation; push forward the construction of banks’ digitalized infrastructure to create an
environment in which digital technology empowers the real economy.
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