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The Tension Between Capital Buffers and Fiscal Objectives: The Logic, Impact, and China's
Response to the U.S. Supplementary Leverage Ratio Regulatory Easing
ZHU Jingyu
(Postdoctoral Research Center, Industrial and Commercial Bank of China)

Abstract The U.S. Supplementary Leverage Ratio (SLR) regime has undergone continuous adjustments over more
than a decade, with its trajectory reflecting the deep-seated tension between financial regulation and fiscal financing.
Research reveals that the immediate catalyst for recent regulatory easing was the need to alleviate liquidity constraints
in the U.S. Treasury market. The underlying rationale, however, lies in mobilizing domestic capital to absorb Treasury
issuance, thereby serving fiscal objectives and debt sustainability. This approach temporarily lowers yields, improves
market liquidity, and bolsters the international competitiveness of major U.S. banks. Yet it simultaneously erodes
capital buffers, exacerbates "too big to fail" risks, and may trigger divergences in international regulatory standards
and create coordination challenges. For China, fluctuations in U.S. Treasury yields and adjustments in cross-border
capital flows will result in spillover effects on banking sector asset allocation and risk management. Proactive
responses are needed in areas such as stress testing, cross-border business strategies, and regulatory coordination.
Overall, the SLR relaxation reflects a regulatory shift from risk prevention to fiscal support, and this demands a
posture of vigilance in regard to externalities and long-term costs.
Keywords Commercial Banks, U.S. Banking Regulation, Supplementary Leverage Ratio
JEL Classification G15 G21 G28
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