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Abstract

In recent years, Bank risk-taking channel become an interesting issue of many studies. This
is due to a development of the world financial system as well as economic and financial crisis
happened in many countries which bring an important issue to study the effect of monetary
policy on bank risk. This will explain the effect of monetary policy through financial system,
financial insistuions and economy. Also, financial development including the financial
development in term of size, activities and effiency of financial institution and capital market can
affect on bank risk and the way in which monetary policy affect on bank risk. Therefore, this
research aims to study the Bank risk-taking channel via the effect of monetary policy on bank risk
by using 26 emerging market countries case study from 2000-2019. The study also aims to
examine the effect of financial development on the Bank risk-taking channel.

The result of panel data model of commercial banks in emerging market countries shows
that monetary policy has significantly affect on bank risk. This effect is relatively low especially
when bank has higher in capital and liquidity. Financial development including the development
in term of size, activities and efficiency in banking sector and capital market are lower the effect
of monetary policy on bank risk. Moreover, the effect of financial development in term of size
and activities are relatively low when bank has higher capital and liquidity. This study will raise
a policy implication for central bank for using monetary policy and financial development to
prevent the bank risk and to control economy. Also, the result can use as a policy suggestion for
commercial banks with difference bank characteristics in order to prevent themselves agaist the

risks of monetary policy and financial development changes in the future.

Keywords: Bank risk-taking channel, bank risk, financial devlopment, monetary policy, emerging

market countries.



