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Abstract
This study investigates how to change the global transmission of exogenous shocks when
capital requirements are strengthened. For the purpose, a new Keynesian two-country dynamic
stochastic general equilibrium (DSGE) model is constructed that incorporates financial
intermediaries with value at risk (VaR) and capital requirements constraints. The impulse
response function (IRF) analysis for this model demonstrates that the strengthening of capital
requirements may result in amplification of the transmission of exogenous shocks where the

steady state of the loan ratio in the balance sheet of the financial intermediaries is fixed.
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