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INTRODUCTION
Nowadays it is important and urgent to see the evolution that the regulatory reforms in the banking sector have undergone for a decade with the profound technological, digital changes, and the challenges of environmental sustainability. The world experienced the subprime crisis in 2008 which spread its tentacles all over the world and this raised awareness of considering a certain ethic in the process of loans and investments and social and environmental parameters in the banking product design. Banks have a central role in the economy, they collect savings and finance investments by offering favourable renumeration conditions and favourable credits. Since the various crises but especially the 2008 crisis, a much more rigid regulation has been born on the operational level of the Bale 3 agreements which are very demanding in terms of equity, which means a strong immobilization of capital. 
In addition, a critical and in-depth analysis will be made at the levels of regulatory capital, liquidity, efficiency and impact on profitability with the risks associated with 3 banks listed on the stock exchange in London.

In the end, it will be interesting to see whether the regulation in its components can be defensive or offensive by serving as a lever to develop new activities born from collateral influences and if the introduction of the sustainable environmental and societal parameter contrary to the profit maximization objectives allow banks to fully play their roles as financial intermediaries.
Regulation being a constraint it has even become an opportunity for banks to reinvent themselves. Indeed, the bank uses this regulation as a banking leverage to redefine a new banking model. In addition to the desire to solidify the banking and financial system, the regulation is well founded in the sense that it is a structural change that disrupts the operational processes., the source of income, the banking activities in general. Reinventing itself with the concept of sustainable environment "Green Banking", the Bank passes by the creation of products linked to the environment which becomes a common good as well for the companies as for it "Green Financing".

REGULATION AND SUSTAINABILITY
In the world of finance and banking, regulation has become a fundamental word to ensure good stability and solidity through a stable financial structure with more equity, and more stable resources. Since the onset of financial crises and the most recent, new liquidity regulations with enhanced adequacy, enhanced supervision, risk disclosure and market discipline were at the origin of the Basel III Agreements. The goal of regulation is to promote the resilience and stability of the banking system. These measures are taken to avoid excessive risk-taking by the banks, which find themselves in problems of transparency and much more liquidity. Regulation helps rectify dysfunctions in the financial market through institutional support. A bank failure affects the functioning of other banks and therefore the economy (Diamond & Rajan, 2005) Regulation operates on the financial markets through the intermediary of national, European or even international regulatory authorities. The subprime crisis in 2008 made it possible to understand this lack of regulation at the global level and the management of systemic risks. Regulation is often done through the government directly or through the Prudential Regulation Authority (PRA), the Financial Conduct Authority (FCA) and the Bank of England. In this perspective Basel III is a global regulatory framework to make banks and the banking system very robust and resilient to shocks or crises that can occur at any time. The Basel 3 guidelines aim to improve the quality and quantity of capital held. Basel 3 is made up of two reform modes: global capital and liquidity which would guarantee long-term stability. In addition, the Basel III rules should change the ability of banks to manage losses made during economic and financial crises. With Basel III, banks will be in a more stable environment and can benefit from lower risk and crisis sensitivity provided that the implementation of Basel III. In addition, we are witnessing several problems facing banks such as lower profitability, need for funds, high implementation cost due to the pressure on the regulation of capital. Financial stability favours a stability of the value of the currency as the system guarantees the transmission of monetary policy throughout the economy. stabilization of prices, stabilization of monetary value and stabilization of the system provide strength to be able to cope with systemic crises.
Banking regulation has become a necessity because, by the last financial setbacks, states have come to the aid of banks and today, conversely, what is happening is that banks sell financial securities which provide insurance on risk. sovereign default of their own countries. So, at this stage it is especially important not that the banks go bankrupt if they are to act as the insurer of financial instruments on the debt of these States that they have sold. The ultimate resort would be the Central Bank with its power of creation monetary policy to settle the problem which, moreover, is not immune if a large European bank were to fail. In such a context, prudence and rigor are in order because this could negatively influence the financial markets. After interminable borrowings from their central banks for a value equal to their own funds, this drew the attention of regulatory structures and financial regulation. Scandal among other Libor in London a major index where market authorities asking banks to say the interest rates at which they refinanced. Complicity between the market authorities and the banks threatened the stability and growth of the financial and banking market. Financial crises have disastrous, deep and lasting consequences with very high economic and social costs. From 1970 to 2011 there were at least 147 banking crises. The subprime crisis put central banks back on the spot to play the role of regulator and supervisor of the banking system.
Banks have created development products for companies that have production in the sustainable development sector. Banks have a central role in the economy, they collect savings and finance investments by offering favourable credit remuneration conditions allowing the development of a given sector. Faced with the challenges of sustainable development, the impact of the role of banks is real, and banks can play an important role as eco-citizen businesses. Banks have an essential and indispensable role in guiding the allocation of financial resources to the economy that society needs. In terms of sustainable development, they can stop financing sectors that have negative impacts on the environment and development. human, directing investors' money towards a more low-carbon economy through a macroeconomic and microeconomic analysis by integrating its issues into its asset management. States are the main planners of these changes by promoting the framework and the necessary impetus to their success. Banks will be able to have this leverage effect so that this impetus is transformed on a large scale
Finance is the tool that connects to the future. The preservation of the environment is one of the pillars of sustainable development, banks are required to integrate sustainable development into their procedures, policies, products and services. By making the optimal choice of an internal environmental performance, the financial sector has integrated the environmental risk (Weber, 2000).
The regulation of the financial system passes through good financial instruments which make it possible to reduce the moral hazard of the banks by a good supervision of the Bank of England, a good definition of the solvency ratios for the banks. This regulation is a process which allows the financial system to be maintained by market mechanisms in pure and perfect competition which should allow an optimal balance and by a regulatory framework.
In terms of financial regulation there has been some progress that has been made but there is still a lot to improve. Progress has been made in terms of the capital requirements of banks to be able to absorb losses. these requirements have been strengthened but not simplified. The complexity of prudential rules is an enduring problem. When the rules are complex, they are easily manipulated, moreover the capital rule is a rule which consists in weighing the requirements according to the risk of the assets and the big banks succeed in doing it themselves with sophisticated models for the to optimize which means in part to optimize the regulatory constraint, that is to say precisely to circumvent it. Second progress is the rule on liquidity which means that the banks can face a liquidity crisis with high quality liquid asset. but which also have an interdependence between banks and States with a certain banking risk and sovereign risk. Another progress is the liquidity ratio, but the respect of this ratio has created a problem with the excess reserves which in the end seems artificial, hence the friction on the interbank market because the reserves do not circulate enough on the money market. A progress associated with another problem is the banking union with the reorganization of the supervision of banks on a European scale but with a breach of the rules of resolution and single guarantee of deposits. Above all, a macroprudential risk policy is needed systemic by increasing the resilience of systemic banks and tempering the financial cycle.

REGULATORY CAPITAL, LIQUIDITY AND EFFICIENCY

	YEAR
	BANK
	TIER 1
	LRC
	CIR
	LENDING
	ROE

	2014
	BARCLAYS
	10.27%
	123%
	80%
	88%
	1.27%

	2015
	BARCLAYS
	11.37%
	131%
	80%
	85%
	0.94%

	2016
	BARCLAYS
	12.38%
	120,5%
	73%
	82%
	3.12%

	2017
	BARCLAYS
	13.26%
	152%
	72%
	94%
	1.96%

	2018
	BARCLAYS
	13.19%
	168%
	76%
	95%
	3.70%

	2014
	LLOYDS
	16.48%
	 120%
	54.30%
	106%
	3.00%

	2015
	LLOYDS
	16.37%
	122%
	54.10%
	107%
	2.01%

	2016
	LLOYDS
	16,90%
	120%
	54.30%
	100%
	4.45%

	2017
	LLOYDS
	17,15%
	126%
	51.60%
	107%
	7.91%

	2018
	LLOYDS
	18.15%
	129%
	49.20%
	106%
	8.75%

	2014
	  HSBC
	11.75%
	110%
	53%
	73%
	0.21%

	2015
	HSBC
	11,80%
	115%
	   55%
	75%
	0,28%

	2016
	HSBC
	13.50%
	135%
	61%
	70%
	0,23%

	2017
	HSBC
	14,50%
	142%
	55%
	72%
	0,25%

	2018
	HSBC
	14.00%
	154%
	55%
	74%
	0,26%


REGULATORY CAPITAL 
Our choice of 3 banks from 2018 to 2015 HSBC, Barclays and Lloyds will allow an analysis of the impact of the regulations on equity, the requirement of capital liquidity, and vigilance on the credit activity through risk control and profitability

Basel III starts from Basel II, which was focused on capital, since banks do a lot of loans and there are risks associated with those loans, so Basel II required a portion of reserved capital for this type of risk. banks are faced with an equation with three unknowns: margin, profit and stability,
Financial theories explain that liquidity is a product of the traditional banking function, either on the balance sheet, by turning illiquid assets into liquid liabilities, or off-balance sheet, when lines of credit are opened (Kashyap et al. 2002). Indeed, the way banks take risks and the excessive use of leverage, financial is supposed to be at the origin of the financial crisis which occurred in summer 2007. Quignon (2008) shows that the subprime crisis put exposed the shortcomings and limitations of capital regulations, as a major part of the international banks that had failed in bankruptcy were deemed to be adequately capitalized

by banking regulatory authorities. So, the Basel coordination (Basel III), insists on the importance of banks' solvency, and their role as sources of liquidity, hence the obligation to put in place bank liquidity requirements, in addition to those of own funds. Basel III is a set of internationally agreed banking laws, which the Basel Committee developed in response to the financial crisis of 2007-2009. These measures reinforce the regulation, and the management of the risks of the banks by a special requirement in capital, because the stability of the financial system is an essential data for an economy of sustainable and sustained growth.

The Basel III agreements are a minimum constraint on regulatory capital (Tier 1 and Tier 2) and a cap on leverage because in the past this leverage ratio was high because shareholders aspired to profitable assets and Many accepted that the company increases its debt by profitable assets than by increasing capital. This led to the sale of bank assets with an avalanche of losses due to the sharp decline in the value of assets.

For liquidity management Basel III has decided on two ratios to avoid a situation where the banks are in lack of liquidity and the savers want to withdraw more money than deposits:

The LCR (Liquidity Coverage Ratio) helps banks cope with a liquidity crisis for a month.

The NSFR (Net Stable Funding Ratio) ratio which shows that the amount of stable funding must be greater than the amount of stable funding required for the bank to operate for a year even in a context of prolonged crisis. other directives under the Basel III Accord.
Basel III was a notable improvement for the banking and financial sector. Equity is the bank's most stable resource, which shows its extremely important character. Only one shortcoming is to be noted in that the banks themselves assess the risky nature of their assets to determine the amount of their own funds. Regulatory control gave birth to prudential regulation. It is based on the

determination of prudential ratios of which the important one among many others is the solvency ratio which seeks to cover a risk of the counterparty of the balance sheet. This prudential regulation over the years has been understood to cover market risks. So, the capital ratio is one of the most globalizing ratios in its determination with respect to the coverage of banking risks. The regulator has objectives of controlling the solvency of credit institutions, the stability of the banking sector and security. of customers because interactions between stakeholders can create a systemic risk in the banking environment that could affect the monetary economy and even the real economy.
LIQUIDITY
Nowadays there is a debate about the quality of banks' assets and an underestimation of credit risk in the application of the regulation. There is research which has been interested in the interaction between the capitalization of banks and their policy of creation of liquidity, or more precisely their attitude in taking liquidity risk. Most of these studies have been

based on causality from capitalization to liquidity creation. For example, referring to the American banking sector, Berger and Bouwman (2009) have shown that there are two streams of literature that explain how the movement of a bank's liquidity creation varies according to

of its capitalization ratio. The first is that capital, by virtue of its prudential effect, helps absorb the bank's unforeseen losses, and strengthens the bank's ability to create more liquidity and maximize its investment.

risk (Bhattacharya and Thakor, 1993; Repullo, 2004). The second study is that of Diamond and Rajan (2001), explaining that the fragility of banks' balance sheets, through a high financial leverage ratio, is a condition of their liquidity creation activity (Bervas, 2008). looked at the impact

reciprocal between banks' creation of liquidity and their attitude

in terms of capital adjustments. In a document published by the European Central Bank, Horvàthet al. (2012), by trying to study the economic impacts of Basel III regulatory capital requirements on the banking sector in

Czech Republic, noted a negative and two-way causal link between the level of capital of Czech banks and their ability to create liquidity. Destinguinet al. (2012) use a sample of European commercial banks and

American over the period 2000-2006. They find that a propensity for banks to take liquidity risk, or an increase in their predisposition to create more liquidity, does not lead to a strengthening of their solvency ratio. By analysing the simultaneous relationship between the change in banks' capital, and their process of creating liquidity or their

exposure to liquidity risk (transformation risk) we have a

perspective on the economic implications of new capital requirements under Basel III. According to their history, the function of banks is to make loans from savings which they receive from deposits from customers. Banks generate liquidity, on the asset side, borrowers withdraw liquidity in the form of bank loans, On the liability side, deposits are favourable (liquid) assets for investors. To this end, banks are [perceived as institutions capable of limiting the problem of asymmetry of information existing between suppliers and

borrowers of funds (Bhattacharya and Thakor ,1993)
Their credit-deposit intermediary role gives them the possibility of exercising control over the attitude of borrowers in relation to repayments. This highlights the role of banks, which have a role in the creation of liquidity movement of receivables and debts between economic agents. While the liquid nature of deposits provides depositors with a better liquidity guarantee than that on the market (Scialom, 2007),

banks have illiquid assets. Liquidity is created with the transformation of illiquid assets into liquid passive assets

and liquidity diminishes when liquid assets are turned into liabilities

illiquids (Berger and Bouwnman, 2009, and Horvàth, 2012).

Studies have highlighted three theories to explain the direction and type of relationship

between capital and liquidity creation. These theories are different by the taste of the risk of banks and their balance sheet structure.

The first theory, "risk absorption", insists on the fact that the bank by its traditional function transforms and absorbs the risks. From this theory it emerges that the creation of liquidity puts the banks in exposure to

significant risks such as the withdrawal of deposits by their owners. The higher the capital, the lower the risks; the most capitalized banks are therefore more prepared to create liquidity in the economy (Allen and Gale 2004). Nevertheless, the

critics of this theory point out that the "orginate-to-distribute" bank balance sheet management model has profoundly modified the modes of absorption of

Risk Evidence In recent years, banks have been increasingly risk-averse by engaging in the acquisition of risky assets, more profitable in the option of reselling them (BERVAS, 2008).
The second theory, "the fragile balance sheet of banks", argues that there is a fragile capital structure that pushes banks to create liquidity. The followers of this

theory defend the role of banks, which is to control, in the name of

their depositors, the behaviour of their borrowers (Diamond and Rajan 2001). As a result, a fragile financial structure, a structure made up mainly of liquid deposits, is seen as proof that the bank is committed to meeting its obligations (Harvàth et al 2012) .In another chapter, providers of capital are more interested in investing their money in less risky (liquid) assets, which consequently reduces the creation of liquidity (Cooper and Ross, 2002).

The third theory develops on the other hand a mechanism in the opposite direction, a causality which goes from the creation of

liquidity to capitalization. This would be to vary their risk and proceed by an adjustment of capital. Indeed, by creating much more liquidity banks risk defaulting on their obligations. As a result, they will tend to increase their capital ratio (Matz and NEU, 2007). Seen from another perspective, this means that banks that are more open to excess risk are more willing to increase their capital. solvency ratio. On the other hand, the opposite effect is possible in that bank deposits are relatively more secure and liquid investments than capital investment, which is why bank agents probably prefer to rearrange their portfolios by preferring to hold liquid deposits over detriment of capital stock (Crowding-out of deposits, Gorton and Winton, 2000). This leads to the creation by the banks of more liquidity, to the detriment of their solvency.
EFFICIENCY

The effectiveness of the regulations can be deciphered from the point of view of the capital requirement. Previously there were various modes of implementation of regulation by the intermediary of certain parameters. In the eighties one witnessed a great instability in the banking sector where the birth of the movement of prudential "re-regulation”. Prudential regulation is the heart of the regulatory control of financial institutions and it was based on the solvency ratio. It has been extended to cover risk, but today the equity ratio is undoubtedly the most general and global for risk coverage in banking activity. The establishment of prudential control instruments such as

minimum capital ratios follows a fair idea, knowing that the

probability of bankruptcy is a decreasing function of capitalization and recommends therein a clear objective: to decrease the probability of bankruptcy. These instruments are not as effective, and their implementation led to much controversy and debate in the early 1980s. Some debates within the framework of portfolio choices make it possible to understand the positive aspect and normative of the problem: Why could capital regulation have perverse effects? We will analyze the issue on the basis of the works by Koehn and Santomero (1980), taken up by Kim and Santomero (1988), developed in the continuity of the older model of Kahane (1977). All these contributions come from the same analytical framework

founder, provided by the model of Pyle (1971) and that of Hart and Jaffee (1974) who, for the first time, use portfolio choice theory to formalize the behavior of the banking firm; 

how to implement, within the original framework of these contributions, effective capital regulation?

The effect of regulation on the risk and probability of bank failure here is the ability of capital regulation to correct the bias created by badly priced deposit insurance that is being called into question. Models of Koehn and Santomero (1980) like that of Kim and Santomero (1988) underline the perverse effect that the regulation of capital can possibly have when it is like a simple ratio of capital to assets.
Regulation only becomes effective through the complementarity and interaction of the instruments it implements, in accordance with what Brainard (1967) proposed. It would be desirable in the general framework of economic policy, depending on the uncertainty, to emphasize the complementarity of most of the instruments even for a single purpose.

In any case, the normative theory of models of choice of

wallet showed its blockages. The question of the relevance of the analysis of portfolio choice theory comes from its weak capacity to trace the specificities of banking activity, and moreover to challenge the regulatory side. Information asymmetries which are a feature of economics banking economics and are necessary for this specification. However, their influences are completely relegated to the background in the old methods of evaluation. It is now necessary to move towards new considerations arising from the information economy and which base the analysis on some of these information asymmetries which are fundamental.

IMPACT ON PROFITABILITY
Regulation has an impact on the profitability of banks in that with the strengthened capital position there are many more costs due to the increased capital load. This leads to a decrease in the attractiveness of banks with a decrease in ROE and an increase in COE. From a credit point of view this was a net improvement (protection of Tier 2 and additional Tier 1 subordinated debt), but from an investor's point of view it is a loss of value. Regulation is not the only cause of the decline in bank profitability, there is also the environment of low interest rates, competition and the absence of a strong economic recovery.
regulatory constraint is an opportunity for banks to reinvent themselves because they can use it as a strategic lever to redefine a banking model. regulation serves to solidify the global financial and banking system, nevertheless it shows a paradigm shift it is to say the bank can no longer do its job as it did before since that represents structural changes. Regulation is a major issue because it has disrupted the operational processes, the sources of income and all the activities of the bank in general. This major aspect of the regulation is reinforced by other phenomena in parallel what are the context of low key interest rates which have a direct impact on interest rates, hence a source of less income for banks when they issue credit and we also have the phenomenon of digitization of the bank in parallel with changes in use, i.e. customers will consume remote banking and the technological upheaval with artificial intelligence, blockchain and the arrival of new GAFA Google, Amazon, Facebook, Apple.

The bank of tomorrow should be intelligent, agile and efficient in compliance. By integrating the banking regulatory constraint within the bank's strategic reflection process, it could on the one hand become an actor in its compliance and therefore suffer less but also use it to develop and gain a competitive advantage.

The regulatory impact has a huge impact on the bank's cost structure, because it generates a lot of fixed costs.

With a holistic approach to regulation the bank could be reinvented by the cost structure, the value chain, or the customer experience that would allow the bank to profit.
RISKS
Micro and macro prudential regulation play a particularly important role in that it serves as a means of control by the regulatory authorities over banks. With the subprime crisis of 2008, it became clear that there may be macro phenomena. that we do not see at the individual level despite there being a regulation. macro prudential regulation is that which manages systemic crises. Banking regulation modifies credit. the risks are:

Liquidity and interest rate risk
Interest rate risk
Market risk
Liquidity risk

The possible differences in maturity between the components of assets and liabilities can put the bank in a difficult situation for it and the banking system. Obviously, according to the bank, the risks it can take depend on arbitrage at the margin in order to improve as much as possible the net value expected by its shareholders. This arbitrage may push it to exaggerate in relation to the risk considered "reckless" by the regulators but for which it will respect the expected return criterion.

The existence of sight deposits puts the bank on alert in its management of requests for random withdrawals from its depositors by building up remunerated liquid reserves at the daily rate. As soon as the net outflows of deposits are greater than the liquid reserves, the bank finds itself in a problem of illiquidity and, to compensate it must sell certain securities it owns whose market price is, by definition, unknown. it is very likely that it will make a capital loss on resale, a capital loss proportional to the amount of the securities sold.

The amount of liquid reserves then proceeds from an arbitrage between the market rate and the anticipated cost of illiquidity but, at this stage, we are sure that the bank will hold a minimum of reserves since, in any case, they reduce the anticipated cost of illiquidity. What is more, the more volatile the deposits, the more the reserves will be. Important (see Klein1980 and Santomero 1984).
Interest rate risk
It is a risk which mainly concerns credit operations as well as that of the market. This type of risk concerns all categories of stakeholders, whether financial, banking or other, if they are lenders or borrowers on the market. This situation where results are adversely affected by fluctuations in interest rates jeopardizes the entire banking system. In addition, a bank bears the risk of an increase in rates if it lends at a fixed rate and refinances itself at the variable rate and vice versa in the event of a fall in rates. Likewise, any unexpected change in the interest rate can have a negative impact on banking activity, greatly reducing the bank's credibility and leading to withdrawals from customers' deposits.
Market Risk

It corresponds to the fall in the value of the portfolio of assets (bond, share, etc.) held by the Bank in relation to an unfavorable change in the value of prices on the market. Explicitly this risk arises from the uncertainty of gains resulting from change in market conditions. This type of risk arises from the instability of market parameters (interest rates, stock market indices and exchange rates), which are very volatile, from liberalization, and new technologies which make the risk even higher.
CONCLUSION

The Basel 3 regulations are a significant improvement for the banking sector. The problem in general does not exist too much at the level of small banks but rather at the level of systemic banks, i.e. the largest ones which often hold states hostage and those who are often in the throes of bankruptcy during periods of financial crises like in 2007. The internal valuation models that banks use to self-assess and calculate the risks themselves which finally allow them to determine the level of capital required is more like arbitrage, which is often the case with systemic banks. On the other hand, small local banks which cannot use internal models, use standard models where the risk percentage according to the asset class is the same.
Overall, the regulation in a global way can be an opportunity for the banks of reinventing oneself and drawing a competitive advantage while especially considering all the interactions of the instruments put in place for a good application of the regulations
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