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Bank Capital
Question 1
Bank capital can be defined as the funds or assets a bank holds to protect itself against losses. Bank capital is generated by selling stocks to investors and socking away some of the money accumulated quarterly. The funds generated are then explicitly used to support the bank when losses are occur hence boosting its regular functioning. Therefore, this will prevent the bank from shutting down in case of losses. Bank capital is important for it is that part of the banks’ assets and funds, which can be used to borrow funds from investors hence lending it to make more profits. On the other hand, bank capital can also be used to repay its depositors if they lack sufficient liquidity due to losses (Hoffman, 2017).
Question 2
Bank capital is created differently with the current regulatory environment. This is because different institutions have different types of capital. This can vary from the funds available in a bank to the assets which are valued to form the bank's capital. Therefore, banks are subjected to a stress test. A stress test is basically a routine analysis conducted under a speculative scenario designed purposely to determine whether a bank has enough capital to withstand any financial crisis. When the banks overcome the speculative scenario, then it can be argued that they are in a position to withstand any negative economic shock (Kiernan, 2020). Nevertheless, questions have been how much is enough capital. Hence, for banks to be viewed as having enough capital, they should have a holding capital equal to 5% of their assets (Hoffman, 2017). When banks meet these criteria, it can be argued that the bank has enough capital to sustain itself. 
Question 3
Net stable funding ratio (NSFR) can be described as the liquidity standard requiring banks to integrate assets to match their funds sufficient enough to cover their long term assets and activities in a given duration. NSFR was put in place to foster financial stability by ensuring that financial crisis do not significantly hit individual banks but provide high levels of capital resilience. NSFR aims to protect banks from financial shocks and help them remain strong all through (Ackerman, 2020). 
Question 4
Notably, since the 2008 financial crisis, NSFR has steadily been improving. Fed states that since the restrictions were put in place, banks' capital has remained strong even with the Covid-19 pandemic, which poses a possible economic shock (Ackerman, 2020). This is because the NSFR has fostered an environment for banks to anticipate and curb unexpected challenges. Therefore, with the bank having an adequate liquidity profile, this strengthens them for any challenge posed to them hence minimizing the risk of fund disruption. This is considering that in the 2008 financial crisis, banks were not well prepared for the economic shock; hence this was a big hit to the financial institutions (Kiernan, 2020).  However, the introduction of NSFR was a game-changer, giving banks the ability to sustain and overcome the financial crisis. NSFR has been reviewed regularly to support the financial institution to the maximum. 
Question 5
[bookmark: _GoBack]The current situation in America poses an economic shock to every organization. During the summer, the Fed's conducted a research which showed that the economy may take longer to recover; hence, banks should conserve their capital even though they seem to be in a much better position compared to the 2008 financial crisis (Ackerman, 2020). Therefore, to conserve capital, the Fed urges banks to limit shareholder payback during this pandemic period to keep the banks in a healthy and secure because of the unpredictability state of the current economy. Fed advocates for a later distribution of payouts than in the middle of a pandemic.
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