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Abstract: Theoretical foundation of bank’s corporate governance is not strong despite its importance in
practice. | point out that it is special features of bank activities, such as high leverage, opaqueness of
portfolios, possibility of bank run and outside safety nets and strict supervision, that makes bank’s
governance mechanism is different from non-financial enterprises. Building these special features into a
integrated framework from the view of investors’ protection, | reach several insightful conclusions: in
order to attract other investors to provide additional funds even though high leverage induces bank
shareholders to take excessive risks for his own benefit, they must stimulate managers to work hard, and
set up efficient internal control system; While safety nets may worsen insiders’ moral hazard, partly
covered insurance arrangement and informational disclosure help outside uninsured investors exert
market discipline; Strict supervision plays a crucial role in restricting insiders’ risk taking, improving
informational disclosure and reducing the problem of moral hazard due to insurance program. As a result,
market discipline and supervision should complement with each other; safety nets is only effective under
the support of strict supervision; the last resort of central bank is not necessary for bank governance.
Key Words: bank’s corporate governance; investors’ protection; moral hazard; monitoring incentive
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