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Abstract 
How would banking regulations affect debt financing structure of firms, the borrowers of  banks? To deal with this, I develop a general equilibrium model in which firms borrow loans  from banks and issue corporate bonds to banks and savers. Savers use their wealth as deposits  in the banks and to buy corporate bonds from the firms. The government guarantees the  deposits and imposes Basel-style (capital and liquidity) requirements on banks. The model  reveals changes in firms’ debt financing structure as a result of different requirements and  impacts caused to the real economy. Both the requirements result in lower financial fragility,  reduce the volatility of the banking system but lower the size of loan lending and output. The  requirements also drive up deposit rate, bond rate and loan rate but narrow down spreads  between the deposit rate and the other two rates. These effects are more significant when with  the liquidity requirements. Due to the increase in the corporate bond rate, firms will not rely  on the issuance of corporate bonds to compensate for the reduction in loans. Wealth is  redistributed from the owners of banks to savers and the owners of firms. Implementation of  the banking regulations might cause sizeable effects on firms and other sectors of the  economy.  
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