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Summary 
The article deals with modern problems of the influence of banking 

regulation on financial stability in the context of global turbulence. New 
challenges affecting this process are revealed. The role of banking regulatory 
tools in the likelihood of a banking crisis has been established. The relevance 
of the influence of banking regulation on green investments is determined.  
A bibliometric analysis was implemented using VOSviewer based on Scopus 
publications on relevant topics, which made it possible to identify contextual, 
geographical and temporal models for studying the relationship between 
banking regulation and green investment. The main directions of the impact  
of digitalization on the transformation of the banking regulation process  
are presented, a comprehensive study of which will allow developing 
fundamentally new approaches to its improvement. The expediency of 
implementing innovative practical measures to improve the efficiency of the 
banking regulation system has been substantiated. In the conclusion, the main 
findings are formulated, which, from the author’s point of view, will contribute 
to the improvement of the banking regulation system in the context of 
digitalization. 

 
Introduction 

Banking regulation is intended to minimize the probability of financial 
instability, including banking crises, which have long-lasting and destructive 
consequences for the economy. Despite a large and growing body of literature 
that has investigated the role of banking regulation in ensuring financial 
stability, only a few of them explored the impact of banking regulation 
instruments on the banking crisis probability. 

To improve the reliability and competitiveness of the banking system, it 
seems extremely important and necessary to enrich the process of regulating 
banking activities with positive innovative experience. The study and 
theoretical understanding of the developed innovative approaches to the 
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organization of banking regulation, combined with the scientific generalization 
of the accumulated domestic experience in this area, can become the basis for 
ensuring its high productivity. The relevance of the generalization of positive 
experience gained in countries with an established banking regulation 
mechanism is especially growing in the context of globalization and 
digitalization of the world economy, which has a noticeable impact on the 
convergence of the legislative framework and the conditions for its 
implementation by transforming international norms and rules in this area into 
a national economic and legal system. 

Under the current conditions, the manifestations and systems of banking 
regulation are becoming more complex and acquiring modern features. At the 
same time, in the ocean, completely new, original forms of it, which had no 
production in world practice. New financial technologies and the digital 
transformation of the banking sector are especially pronounced, which affect 
the change in its modern look. Thus, it is necessary to modify the paradigm of 
banking regulation in the field, which in recent years has been widely adapted 
to the changing economic, social and technological environment. 

As a driver of the transition to a new model of growth and development, the 
concept of green economy, which is the basis for the implementation of the 
concept of sustainable development, plays an important role today. The concept 
of green economic development is based on green finance, which links 
economic growth, environmental action and financial institutions. In this 
regard, in recent decades, researchers have paid more and more attention to the 
study of the fundamental principles, patterns and architecture of the green 
economy, green finance and green investments. At the same time, much less 
attention has been paid to identifying the regulatory factors that determine their 
effectiveness. This statement is especially relevant from the point of view of 
revealing the connection of the above processes with banking regulation. In this 
regard, an empirical analysis of the impact of regulatory aspects (including 
banking regulation) on green investments and the transition from a «gray» to a 
«green» economy is of particular relevance. 

 
Part 1. New challenges and opportunities 

The global financial crisis, as well as the subsequent sovereign debt crisis, 
revealed significant shortcomings of the current banking regulatory framework 
in the world economy: the presence of regulatory arbitration, insufficient 
attention to systemically important institutions, the absence of special 
monitoring mechanisms to prevent the emergence of endogenous and systemic 
risks, lack of coordination between various supervisory authorities, etc.  
The monetary authorities have responded by introducing far-reaching 
regulatory reforms, most of which, while not without flaws, are considered very 
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successful solutions to the problems of weak banks. The focus of the regulatory 
agenda was on reaching consensus on all currently contentious issues. 

On the eve of the global financial crisis, financial markets and global banking 
groups flourished and grew in size and scope. At the same time, along with an 
increase in the systemic importance of leading multinational banks, their 
solvency and liquidity indicators decreased, and they became more exposed to 
risks. The creation by large financial institutions of significant reserves of 
assets for participation in various types of banking services led to a noticeable 
intensification of their investment and retail activities [1, p. 12–15], which, in 
turn, resulted in the further growth of balance sheets and the development of 
links between traditional banking structures and the shadow banking segment 
[2, p. 9–11]. Securitization, financial derivatives and other forms of shadow 
banking have allowed banks to enter wholesale markets and institutional 
investors to grow faster than possible, relying solely on slowly growing insured 
deposits [3, p. 499–513]. Capacity building of key financial institutions and the 
financial sector also contributed to the general underestimation of risk in the 
financial markets, inadequate regulation and supervision, as well as over-
reliance on self-regulation [4, p. 446–449]. 

A study of the pre-crisis financial boom and subsequent recession identified 
a number of major problems associated with the deficiencies of the banking 
regulation system, which were subsequently addressed through reforms. These 
include: 

– inadequate macro- and microprudential regulation and supervision  
[5, p. 8–13];  

– leverage and limited ability to absorb losses [6, p. 10–13];  
– inability to absorb liquidity shocks [7, p. 48–49];  
– lack of special mechanisms to streamline the regulatory issues of cross-

border financial institutions [8, p. 36–40];  
– too big to fail problem [9, p. 358–360];  
– weak corporate governance and risk management [10, p. 239–247];  
– deficiencies in derivatives markets [11, p. 407–409];  
– systemic risk arising in the shadow banking sector [12, p. 4–8].  
The listed above regulatory deficiencies were largely global, which later in 

some regions (in particular in the EU) turned the financial crisis into a wider 
sovereign debt crisis. Thus, the crisis phenomena observed in the European 
Monetary Union testify to the many shortcomings in the structure and 
functioning of this system, the nonviability of the pre-crisis mechanism of 
financial regulation and supervision that has developed here. This was the 
harbinger of a full-scale program of regulatory reform. 

The global financial collapse and the sovereign debt crisis triggered a series 
of regulatory reforms in the banking sector. In response, at the international 
level – within the framework of the commitments of the G-20 and the Financial 
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Stability Board – a set of measures was agreed to create a stable, efficient and 
sustainable banking sector. To improve the stability and resilience of the 
banking sector and reduce the likelihood of future failures in the banking 
system, regulators in developed (for example, the EU) and developing countries 
have implemented a number of important reforms in the banking regulation 
sector aimed at [13, p. 3–5]: 

– increasing the ability of banks to absorb losses by increasing the level and 
quality of bank capital, as well as outflow of liquidity and ensuring an adequate 
match of assets and liabilities; 

– improving risk management and corporate governance in banks; 
– solving the problem “too big to fail”; 
– assistance in crisis management and bank settlement. 
Taking into account the above, in order to improve the safety and 

transparency of financial markets, it was recognized the need to strengthen 
consumer protection from upcoming crises, eliminate the shortcomings of the 
current regulatory framework for banking activities and create special 
mechanisms to timely counter future crises. The reform vectors were mainly 
supposed to be directed at correcting the shortcomings in the institutional 
structure supporting the single market. 

Different countries have developed their own approaches to organizing 
regulation of banking activities and supervision, which depend on the structure 
of the national financial system and are determined by a combination of factors, 
the diversity of which gives each of them a unique national specificity. Several 
alternative systems of organization of regulation and supervision of the 
financial market have been formed in the world, differentiated among 
themselves by the degree and nature of the participation of central banks in this 
process. One of them involves the concentration of regulatory powers in the 
central bank, the second is the existence of an independent special body in close 
connection with the central bank and the Ministry of Finance, the third model 
of regulation is that the regulatory and supervisory functions are carried out by 
the EU supranational supervisory bodies – the European Systemic Risk Board 
and the Joint Committee of European Supervisory Authorities, and the fourth 
model provides for the creation of a mega-regulator. 

The most famous and authoritative international organization in the field of 
banking supervision and regulation is the Basel Committee on Banking 
Supervision. Its goal is to strengthen mutual understanding on key issues of 
banking supervision and improve its quality around the world, the introduction 
of uniform standards in the field of regulation of banking activities [14, p. 32–34]. 
One of the main tasks of the Basel Committee was the harmonization of the 
global practice of regulation of banking activities, which would level the 
differences between national practices, thereby eliminating the main reason for 
regulatory arbitration. The global financial crisis has highlighted the need to 
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rethink the principles of regulation of banking activities, establishing certain 
requirements for capital adequacy, methods for assessing systemic risks, and 
creating reserves to cover possible loan losses during periods of economic ups 
and downs. As a result, the Basel Committee on September 12, 2010 approved 
a global reform of the world banking sector, called Basel III. The main purpose 
of the changes that have occurred in it is to improve the quality, transparency 
and improve the structure of bank capital, expand the practice of covering risks 
with capital and stimulate measures to create its reserve stocks. 

 
Part 2. Global financial collapse and anti-crisis measures 

Global financial crisis – one of the recent large-scale banking crises – has 
demonstrated extensive negative effects in the form of falling production and 
significant social costs. Compared to other financial crises (currency and debt), 
banking crises are the costliest for a country in terms of total output losses  
[15–18]. According to calculations, done for 49 developing countries, the 
currency crisis causes a 4% drop in GDP, while the cost of banking crises is  
6–7% of GDP [19]. 

Results of empirical research show that the stability of the banking system 
ensures the economic sustainability of the country in view of the reduced 
volatility of value added in the real economy [20]. For example, in countries 
with more developed financial and institutional systems, bank stability reduces 
the volatility of value added to a greater extent in sectors of the real economy 
that have significant external financial dependence. Bank sustainability in 
countries with weak competition in the banking sector is particularly important 
to mitigate economic instability. In this regard, theme identification the 
probability of a system banking crisis is very relevant from the point of view 
of regulatory policy. Detection of crisis situations, assessment of the 
effectiveness of regulatory interventions, including actions of central banks 
aimed at changes in capital adequacy and liquidity standards, give regulators 
more time to develop new or amend existing preventive measures.  

In order to avoid or minimize the devastating effects of further banking 
crises, financial conditions have been tightened in many countries through 
banking regulation. Several empirical studies have shown that weak regulation 
and supervision of banking activities are the factors leading to the crisis  
[21–26]. Therefore, the countries were significantly affected by the global 
financial crisis had weaker banking regulation and supervision than those that 
did manage better the situation during the turbulence crisis [27–29]. For this 
reason, the issue of the effectiveness of regulatory and supervisory approaches 
applied in the banking sector in the run-up to the crisis was actively studied in 
the world scientific literature. Thus, a statistical analysis conducted by  
M. Cihak et al. [30] showed that the crisis countries had a lower actual capital 
adequacy ratio, less strict regulation of non-performing loans, and regulators in 
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these countries were unable to require banks to recapitalize, increase their 
reserves, modify compensation schemes and/or suspend (cancel) management 
bonuses. 

Significant research was also conducted in the area of forecasting banking 
crises, including in Russia [18; 31]. E.P. Davis and D. Karim [32] has been 
established Early Warning Systems (EWS) to calculate the probability of bank 
crises. According to these developments, a significant increase in borrowed 
financial resources and GDP are predictors of the banking crisis in the country. 
Based on machine learning, J. Buetel et al. [33] also proposed a mechanism for 
forecasting bank crises, according to which credit expansion, asset price boom 
and external imbalances are the key warning indicators, require continuous 
monitoring by financial regulators. 

Most existing empirical studies focused on the predictability and spread of 
financial crises estimate the probability that the banking system will go into 
crisis based on traditional probit/logit-models. 

One of the first research to study the determinants of the occurrence of 
currency shocks in developing countries based on probit-modeling was 
conducted by J.A., Frankel and A.K. Rose [34] and make a decisive 
contribution to the development of the scientific literature on the development 
of early warning systems for crises. Most subsequent researches examine 
country-specific causes of financial market turbulence and the resulting 
financial crisis. Using a multi-dimensional regression logit-model, P. Laina  
et al. [35] developed a system crisis early warning system for eleven European 
Union (EU) countries according to which its best precursors are the ratio of 
loans to deposits and property prices. In later works use alternative 
modifications of binary estimation methods (logit-model with fixed effects, 
probit-model with random effects). Thus, the work of B. Gaies et al. [36] shows 
that the number of banking crises in developing countries decreases as the 
exchange rate stabilizes, real GDP grows, human capital improves and political 
institutions improve. Despite research increase, devoted to the study of the 
determinants of the banking crisis, only a few of them analyze the impact of 
regulatory policy on the probability of its occurrence [25; 37]. In particular, 
using data from 65 countries in the period 2000–2016, R. Nakatani [38] found 
that changes in the loan-to-value ratio (LTV) have a positive impact on the 
probability of a bank crisis in countries with inflation targeting, floating 
exchange rate regimes and/or lack of capital controls. 

Following the 2008 financial crisis, BCBS started discussing new regulatory 
approaches to address systemic risk and reduce the probability of further 
financial crises. New set of standards released by BCBS in 2010–2011, 
introduced a separate set of banking regulation tools. Since then, financial 
regulators in the EU and around the world have been actively working on its 
implementation. However, although bank regulation tools have become an 
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accepted part of the financial regulation system, there is still a lack of 
systematic data that would allow them to study their effectiveness. As a result, 
assessment of effects of bank regulation measures on the probability of a 
banking crisis has become one of the most difficult challenges currently facing 
regulators. 

Theoretical bases of revealing regularities in development of the theory of 
banking regulation and system banking crisis were developed on the basis of 
bibliometric analysis (VOSviewer v.1.6.10). This analysis allowed to identify 
and describe content and contextual (causes and periods of change of interest 
in banking regulation, dominant directions of scientific research in this area and 
cross-sectoral research), as well as evolutionary-temporal (in the coordinate 
system “period of research – contextual orientation – spatial geography”) 
regularities, to carry out the clustering of research works regarding the 
affiliation of scientists [39; 40]. 

The following conclusions can be done from the analysis. Bank regulation 
tools are important in predicting the probability of a systemic banking crisis in 
European countries. However, a model containing only indicators that 
characterize government interventions in banking is able to correctly classify 
stability times with an accuracy of 95.65%, and a systemic banking crisis – with 
an accuracy of only 10.87%. Ratio of bank capital to total assets, equity to total 
assets weighted for risk and Z-score of bank default probability, the results of 
binary modelling of logistic regression are significant with negative 
coefficients. This indicates that trend of an increase in these indicators reduces 
the probability of a systemic banking crisis by providing a buffer to protect the 
banking system from peak losses that exceed the possible level of credit losses. 

In this context, the role of the Basel agreements in stabilizing the entire 
financial system and increasing bank capital is clearly evident. At the same 
time, the deterioration in the asset quality of the European banking system as 
the ratio of non-performing loans to total loans increases the probability of a 
systemic banking crisis. This fact confirms the hypothesis that aggressive credit 
policy and inadequate risk assessment, expressed by increasing the share of 
non-performing loans, not only worsen the profitability of banking activities, 
but also negatively affect the financial sustainability of the banking system as 
a whole. 

Results of logit-modeling also emphasize the importance of macroeconomic 
and monetary factors, neglect of which leads to vulnerability of banking 
institutions and, as a consequence, to banking crises. The inclusion of 
additional macroeconomic and monetary factors in the model improved not 
only the predictive quality of the model of the probability of a system banking 
crisis, but also the accuracy of the classification of the model (accuracy of 
classification of stability of the banking system and crisis periods increased, 
respectively, by 1.46 and 44.65%).  
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Real GDP growth and falling inflation contribute to the economic stability 
of European countries and are adequately reflected in the growth of the 
financial well-being of all economic agents and the liquidity of the banking 
system, and reducing the number and volume of non-performing loans, which 
reduces the probability of systemic banking crises in European countries also. 
At the same time, tightening of monetary policy by regulating the real interest 
rate minimizes the risk of a credit bubble, which often leads to banking crises. 

 
Part 3. Perspective directions of improvement 

The intensification of industrial and technological development in the  
late XX – early XXI centuries led not only to a number of positive economic 
consequences, but also to the aggravation of a set of environmental problems. 
Thus, the destructive anthropogenic impact on the environment goes far beyond 
the threats to the national security of a particular state, and is rapidly becoming 
global scale. These environmental threats are associated with rapid depletion 
of natural resources, soil degradation, drinking water shortages, air pollution, 
food security damage, etc. Therefore, the concept of the «green economy» 
plays an important role today as the driving force behind the transition to a new 
model of growth and development. The «green economy» is the basis for the 
implementation of the concept of sustainable development based on more 
efficient resource and energy consumption, reduction of CO2 emissions, 
reduction of harmful effects on the environment and development of a socially 
integrated society. 

In turn, the concept of green economic development is based on green 
finance, which links economic growth, environmental action and financial 
institutions. Developing countries expect expansion of green investment 
volumes from being included in greening processes, while increasing resource 
efficiency, creating new jobs and increasing opportunities for access to new 
markets. The effectiveness of the return on green investment depends on a 
number of prerequisites. Thus, an important prerequisite is the creation of 
appropriate regulatory support for these processes, formalization of incentives 
for businesses that are actively involved in green initiatives (including green 
investments), as well as punishment of those enterprises that engage in 
environmentally harmful activities. It is also worth noting that over the last 
decades, researchers have paid more and more attention to the study of 
fundamental principles, patterns and architecture of the green economy, green 
finance and green investment, while much less attention has been paid to 
identifying regulatory determinants of their effectiveness. This statement is 
especially relevant in terms of identification of the linkage of the above-
mentioned processes with banking and financial regulation. Due to this fact this 
research aimed at empirical analysis of the impact of regulatory aspects 
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(including banking regulation) on green investment and the transition from 
«grey» to «green» economy become very crucial. 

Based on the results of theoretical and empirical analysis it can be concluded 
that green economy, green finance and specifically green investment became 
in focus of scientific interest several decades ago and is triggered by worsening 
of global environmental problems. Considering analysis of 229 Scopus 
publications from 1993–2022 on “green investment” and “regulation” it was 
identified three stages of scientific interest to this research field: germinal stage 
(1993–2008) – partial study of green investment, lack of comprehensiveness 
and scale of such researches, focus om micro-level perspective; moderate 
development stage (2009–2017) – increasing scientific attention to green 
investment, studying their role in supply chains, identifying industry specifics; 
dynamic development stage (2018-present) – boost of research interest to green 
investment and its role for national and global environment security, 
multidimensional and cross-sectoral studies.  

Bibliometric analysis of 229 Scopus publications from 1993–2022 on «green 
investment» and «regulation» using VOSviewer tool allow identifying:  

1) contextual clusters of scientific research in the field (environmental – 
focused on green investment role in carbon emission reduction and ensuring 
national energy security; financial – consists of papers on identification of 
financial and commercial preconditions of green investments, cap-and-trade 
initiative; technological – includes publications aimed at clarification of green 
investment role in company technological transformation, supply chains, 
manufacturing process and clients loyalty; institutional – combine papers 
focused on underlining market and competition drivers and inhibitors of green 
investment; stakeholder – clarify economic, environmental and innovative 
benefits of green investment; specifically investment – covers publications 
focused on investment efficiency of green investment);  

2) temporal patterns (most of papers are published in 2017–2022, recent 
priority topics – green investment efficiency, green credit, green innovation, 
capital constraints);  

3) geographical clusters of scientists residence (5 clusters, China is a country 
with the most amount of papers in this research field).  

Empirical block of the research allow concluded that:  
1) government effectiveness and rule of law are considered as drivers of 

carbon productivity increase, while improvement of control of corruption, 
voice and accountability, financial development and financial freedom might 
result to decrease of carbon productivity; 

2) control of corruption and financial development index are considered as 
inhibitors of comparative advantage in environmental goods, while political 
stability has significant positive impact on it; 
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3) regulatory measures (including banking and financial regulation) do not 
influence significantly on environmental goods trade balance; 

4) research and development expenditures inhibits government green 
investment (expenditures on environmental protection) because of substitution 
effect, while rule of law, financial intermediary development and effective 
banking regulation help to boost it. 

The obtained empirical results can be useful for both scientists and 
practitioners and government officials to improve the regulatory policy of the 
state based on environmental friendliness and sustainability. 

Today, experts from many countries agree on the establishment of the so-
called “new reality” in the emerging economy, characterized by revolutionary 
transformations in the markets of informatics and telecommunications, on the 
one hand, and in financial markets, on the other [41, p. 811; 42, p. 28–33;  
43, p. 3, 44; 45, р. 150–154; 46; 47, р. 116, 124, 127]. Under the prevailing 
conditions, the existing methods and systems of banking regulation are 
becoming more complex and acquire modern features. At the same time, 
completely new, original forms of it appear that had no analogues in world 
practice and became possible due to a complex combination of a number of 
reasons (financial crisis, technological revolution, coronavirus outbreak, etc.) 
[48–51]. New financial technologies and the digital transformation of the 
banking sector under their influence, which have a noticeable impact on 
changes in its modern appearance, are especially vividly discussed. Along with 
highlighting the positive aspects of the digital scenario for the development of 
this sector of the economy, close attention is paid to the risks that appear during 
its implementation [52, p. 55–56; 53; 54, p. 70–71; 55]. 

Control over the progressive development of digital technologies and 
adequate regulatory action is on the regulatory agenda of many countries 
because: 

– firstly, the activity of new players in the financial market, on the one hand, 
increases the financial involvement of the population due to the provision of 
simple and affordable financial services, accelerates the entry of new banking 
products to the market, but, on the other hand, can create threats to the integrity 
of the financial system if is not included in the regulatory perimeter; 

– secondly, transformational processes can negatively to influence the 
stability of traditional financial institutions, accordingly, it is important to 
manage the process of orderly transformation of the financial sector. 

At the same time, the vector of transformational transformations of the 
financial sector depends, in our opinion, on the following factors: 

a) the vision of digital transformers represented by non-banking institutions 
and their ability to transform; 

b) the reaction of traditional banks to transformational challenges and the 
ability to respond quickly and flexibly to them; 
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c) the role of regulators and supervisors as driving forces or constraints of 
transformation. 

Taking this into account, it can be stated that at the present stage of the digital 
transformation of the financial industry, the regulatory paradigm is changing: 
changing the objects of regulation requires updating the regulatory perimeter, 
transforming the role of the regulator and developing fundamentally new 
approaches to regulation of both traditional and new participants whose 
activities go beyond borders financial services, as current approaches do not 
fully meet market needs. Such processes also create a demand for closer 
interaction between the regulator and supervised organizations, as well as 
increasing the manufacturability and “predictability” of regulation. From a 
regulatory perspective, effectively managing the digital transformation of the 
financial sector requires refining approaches to regulation, taking into account 
the challenges faced by regulators and traditional financial institutions. 

To achieve the named goal and the set tasks, it seems necessary to introduce 
and use the following financial regulation mechanisms, which will contribute 
to improving the efficiency of the banking system. First, it is advisable to carry 
out work to identify duplicating or excessive norms in banking regulation, 
which, among other things, create a technical burden on market participants, 
and to eliminate them if necessary. Secondly, it is important to develop 
approaches to ensuring the development of partnership forms of interaction by 
banks and expanding the list of operations available for banks to carry out, 
which, in our opinion, is critically important from the standpoint of ensuring a 
level playing field between banks and non-banking institutions, as well as 
increasing strategic stability. banks and financial involvement of the 
population. Thirdly, the digital transformation of the banking services market, 
which is also expressed in the variability of the regulatory environment, creates 
a demand for improving the technological effectiveness of regulation and 
implies the use of regulatory and supervisory technologies by the regulators 
themselves. Fourth, meeting the challenges of ensuring a level playing field and 
increasing the availability of digital banking services urgently requires the 
provision of effective incentives for the development of non-bank financial 
intermediation. Fifthly, the goals of increasing financial involvement and 
accessibility of banking services are achieved with a comprehensive 
consideration of consumers’ interests, in connection with which it seems 
appropriate to increase the expertise of the banking regulator on in-depth study 
of the needs and consumer habits of users of financial services. 

Thus, the mechanisms proposed by the author will improve the system of 
banking regulation in the context of digitalization, will contribute to the 
objective perception of digital realities by regulators and the development of 
adequate responses to them, which, in turn, will allow achieving a balance 



121 
 

between stimulating innovation, protecting the rights of consumers of banking 
services and ensuring financial stability. 

 
Conclusion 

The global financial crisis has highlighted the need to rethink the principles 
of RBA, establishing certain requirements for capital adequacy, methods for 
assessing systemic risks, and creating reserves to cover possible loan losses 
during periods of economic ups and downs. As a result, the Basel Committee 
on September 12, 2010 approved a global reform of the world banking sector, 
called Basel III. The main purpose of the changes that have occurred in it is to 
improve the quality, transparency and improve the structure of bank capital, 
expand the practice of covering risks with capital and stimulate measures to 
create its reserve stocks. 

The results confirm the effectiveness of banking regulation in predicting 
periods of stability in banking systems. The conducted empirical analysis 
declared the need to tighten banking regulations in the field of non-performing 
loan control since it leads to an increase in the banking crisis probability.  
In order to minimize systemic banking crises, it is necessary to ensure the 
achievement of the target parameters of the main macroeconomic indicators, 
expressed in terms of the optimal level of inflation and annual GDP growth. 

Large-scale destructive anthropogenic impact on the environment has led not 
only to exacerbation of national environmental problems, but also to the 
intensification of global threats. It determines the search for the most effective 
mechanisms for solving environmental problems such as green investment, in 
connection with which the article determines the relevance of the influence of 
banking regulation on them. The obtained empirical results can be useful for 
both scientists and practitioners and government officials to improve the 
regulatory policy of the state based on environmental friendliness and 
sustainability. 

At the current stage of digitalization of the banking industry, the role of the 
regulator is being transformed and fundamentally new approaches are being 
developed to regulate the activities of financial market participants (both 
traditional and new, whose activities go beyond the boundaries of the banking 
sector). At the same time, closer interaction between the regulator and 
supervised organizations is required, as well as increasing the adaptability and 
predictability of regulation, clarifying approaches to the banking regulation 
process, taking into account industry and digital challenges. 

Further research should, in our view, be directed to an in-depth study of 
additional instruments of bank regulation, in particular, in the direction of the 
impact of capital preservation buffers, systemic risk protection, systemic 
importance buffer and countercyclical buffer, the probability of a systemic 
banking crisis, including the “lag” of some indicators. Another direction of 
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promising development could be to address the issue of complementary impact 
of different types of financial policies in order to minimize potential threats in 
the financial sector of the economy and, reducing the probability of a banking 
crisis in European countries. 
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