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The effects of stock buybacks on PBR and regulatory capital ratio
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Abstract

This paper first examines the effects of stock buybacks on the Price-to-Book-value ratio
(PBR) through the Book-value per share (BPS), which serves as the denominator of PBR. It
then analyses the impact of stock buybacks on the regulatory capital ratio, focusing on the
banking sector well-known for its notably low PBR in Japan. Finally, it considers the

challenges faced by many banks.

The analysis reveals that the extent and direction of changes in PBR and the regulatory capital
ratio resulting from stock buybacks vary depending on the current levels of these indicators.
The findings offer valuable insights for a better understanding of decision-making processes

regarding stock buybacks by banks and companies in general.
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