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Financial Intermediary Regulation and the Financial Cycle
MEI Dongzhou MA Zhenyu
(School of International Trade and Economics, Central University of Finance and Economics)
Abstract Global financial integration has closely linked domestic financial markets around the world. While
it improves the international financial market's operational efficiency, it also accelerates the transfer of domestic
financial risks. As an important market participant, financial intermediaries can be highly vulnerable to the effects
of the global financial cycle. Moreover, the pro-cyclical behavior of financial intermediaries themselves often
exacerbates volatility in the global financial cycle, and this can be an important carrier of systemic risk contagion. This
paper focuses on the issue of regulating financial intermediaries, detailing new phenomena encountered in that area. It
also makes proposals in response to factors that amplify the vulnerability of the international financial market: shocks
from monetary policies of key countries, extreme cross-border capital flows, asset price bubbles caused by irrational
financial markets, and procyclical behavior of financial intermediaries. Lastly, this paper constructs a financial
intermediary regulatory framework under the global financial cycle with an emphasis on four aspects: counter-cyclical
adjustment, capital controls, macro-micro prudential coordination, and international policy cooperation.
Keywords Global Financial Cycle, Cross-Border Capital Flow, Financial Intermediary, Regulatory Framework,
Counter-Cyclical Adjustment
JEL Classification E32 F30 F41
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