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The modern macro-prudential regulatory system should be based on
countercyclical capital provisioning and inclusive, effective and accountable
institutions for better supervision of all financial market segments contributing to
systemic risk. Recent regulatory reforms have been largely confined to improved
disclosure, prudential controls and risk management, but these are now still
recognized as inadequate and insufficient in mitigating the inherent pro-cyclicality of
financial markets, which tends to give rise to asset price bubbles. Governmental
bodies have also recognized the need for regulatory reform, but have made modest
progress so far in furthering actual reforms to overcome the inherent weaknesses of
existing mechanisms. Priority should be given to the following policy and
institutional reform objectives:

«  Eliminating pro-cyclicality: The pro-cyclical elements of the changing of
existing Basel frameworks need to be replaced with more counter-cyclical tools to
limit credit expansion during cyclical upswings and to provide for losses when they
occur.

*  Regulating cross-border flows: Such mechanisms should apply to all financial

institutions and transactions, including cross-border capital flows. It is necessary to
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ensure comprehensive and appropriate regulation to reduce gaps and inconsistencies
in regulatory regimes among countries, and to address systemic vulnerabilities due to
uneven regulation of the financial system. International macro-prudential and
regulatory arrangements also need to be much better coordinated. Standards and
procedures should be harmonized with greater clarity of responsibilities and
objectives. Closer and more effective cross-border collaboration will be essential to
enhance effective supervision.

«  Safeguarding against excessive risk taking: Financial regulation should
ascertain the safety of financial instruments, especially derivatives. There is a
growing consensus on the need for tighter regulation of financial incentives and
remuneration and for eliminating existing incentives which encourage excessive risk
taking and short-termism.

« More effective monitoring: The existing international standards and codes
initiative introduced for decade after the crisis failed to provide adequate early
warning signals for regulatory short-falls. Defining standards as well as designing
effective monitoring, subject to independent peer-review, should be prioritized.
Standard setting, implementation and monitoring are recognized as inter-related, and
should be sensitive to the variety of country-specific conditions.

« Reform of credit-rating agencies: The current crisis has exposed the
weaknesses of existing credit-rating arrangements. Governance of credit rating
agencies needs to ensure more appropriate risk assessment processes. The G20
proposed a regulatory oversight regime in line with the IOSCO Code of Conduct to
improve prudential regulation. Ratings should reflect differences in products and
countries in a transparent manner to capture the actual risk of the product or country
in question.

« Capital account management should be encouraged: The crisis has
strengthened the case for the macro-prudential deployment of capital account
regulatory tools for (counter-cyclical) macroeconomic management, especially in
developing countries. It has again exposed the macroeconomic risks associated with

capital account liberalization in the face of inherently volatile international finance.
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« Aligning financial regulation with the multilateral trading system: The
liberalization of financial services of recent decades has been advanced by
multilateral and bilateral trade and investment agreements. The WTO/GATS
Financial Services Agreements (FSA) needs to be reviewed again in light of its likely

contribution to the fragility and vulnerability of international financial arrangements.
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Crparerist po3BUTKY HMiANPHEMCTBA, K 3aCi0 MOJ0JIaAHHA KPU30BHUX SIBHUIIL

[IpobGnema AOCHIHKEHHS MOXIJIMBOCTEH BH)KMBAaHHS B yMOBax TJ100ajbHOT
€KOHOMIYHOI KpU3U € Ha ChOTOJIHI OJHIEI0 13 HAHOUIBIN aKTyaJdbHUX MPOOJIEM IS
BCiX rocrnogaproounx cy0'ektiB. KpuzoBi cutyarlii yacTimarmTh, a iX HACIIJIKH
Ha0yBalOTh Bce OUIBIIMX MaciiTabiB. 3a YMOB TMOIIMPEHHs Tio0ari3amiitHux
MPOIIECIB Y CBITI, KpaiHU, IO PO3BUBAIOTHCS, CTAIOTh OLIBII BPa3JIMBUMH IIiJ] 4ac
BUHUKHEHHSI KPHU3U, CIIPUYMHEHOI €KOHOMIYHUMH, (PIHAHCOBUMH, TE€XHOJOTTYHUMU
Ta 1HIMMHU (pakTopaMu. 3 OrJsAy Ha 1€, MiJNPUEMCTBA MOBUHHI aJanTyBaTHCh 0
TUX YMOB, III0 CTBOPIOIOTHCS (PaKTOpaMu 30BHIIIHBOTO CEPENOBHUINA, & BHYTPIIIHI
KepoBaHi (pakTOpu TMOBUHHI BU3HAYATH MOXKIMBICTH AaHTHUKPU30BO1 JISILHOCTI Ta
aganTariii ¢pipmu.

JlocniKEHHIO CTpaTerii po3BUTKY Ha MIJNPUEMCTBAX MPUCBAYEHO Oararo
poOIT BITUM3HSHUX Ta 3apyODKHMX BYEHUX — EKOHOMICTIB, Takux sk: bmanka 1.,
Bacunenko B., Kopotkosa E., Jlironenxo JI., IIpoxopoBoi B. Ta iH.

["'0710BHOIO BHYTPIIIHBOIO MEPUIONIPUYNHOIO PO3BUTKY KPU3H HA MIANPUEMCTBI
€ TIOMWJIKH B YTPaBJIiHHI, & TAKOX HE JOCUTh €(DEKTUBHE Ta CBOE€YACHE pearyBaHHS

Ha HECNPUATIIMBI 30BHINIHI (hakTopu [1].



