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Regulating the Financial System

Agency

Responsibility

Impact

Government

Fiscal policy

Central bank

Monetary policy

Prudential 
regulator

Prudential 
policy 

and supervision

Institutional stability

Economy

System stability



Regulatory Agency Structure

Description

Agency scope

Industry scope

Prudential         
focus

Australia

Twin peaks

National

Integrated

Specialist

UK

Single agency

National 

Integrated

Shared

USA

Single agency

Fragmented

Specialist

Shared



Regulatory Scope

Australia UK USA

Regulation

Solo – insurance
Solo – banking ?
Group – insurance ? X
Group – banking ? ?

Supervision
Solo ? ?
Group ? ?



Financial system feedback loop

Actions of
institutions

Financial
system

Regulation 
and supervision

System
outputSystem 

input
Market

activities

Risk 
management
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