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ABSTRACT

Finance is the core of the modern economy, and the financial system takes an
important position in national economy. On one hand, the development of finance
promotes economic growth and prosperity, optimizes the efficiency of economic
resource allocation. On the other hand, with the deepening of financial liberalization
and financial innovation, a series of regional or global financial crisis broke out,
forcing people to focus on the stability of the financial system and the necessity for
financial regulation. Supervision over the financial industry is a broad consensus and
common practice. This international financial crisis caused by subprime mortgage
problems reminds us that the micro-prudential supervision ignores the financial
systemic risk, which is not enough to maintain the stability of the entire financial
system. Therefore, strengthening the macro-prudential supervision, combining with
the micro-prudential supervision, is the main trend of financial supervision during the
post-crisis era. Macro-prudential supervision targets the entire financial system, which
aims to defend against systemic risk and maintain financial stability.

This paper is structured as followed: Chapter one introduces the theoretical
interpretation of macro-prudential supervision and the international experiences.
Chapter two uses the time dimension (procyclicality) to analyse the necessity for
macro-prudential supervision, and propose to establish an effective counter-cyclical
mechanism. Chapter three uses the cross-sectional dimension (systemic risk) to
analyse the importance of macro-prudential supervision, and advise to reinforce the
supervision of systemic risk. According to our country specific condition and the
characteristics of the financial system, and based on above analysis, chapter four

provides some suggestion to enhance China’s macro-prudential supervision.

Key words: Macro-prudential; Procyclicality; Systemic Risk
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