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Analysis of the Role of Macroprudential Policies in Preventing Systemic Financial Risks
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Abstract: Following the 2008 global financial crisis, macroprudential policies emerged as a core pillar for safeguarding
financial stability, addressing the limitations of traditional microprudential regulation in preventing systemic risks. Despite
abundant empirical research, literature systematically elucidating its underlying mechanisms from a theoretical perspective
remains relatively scarce. While empirical studies abound, there is a lack of integrated deconstruction of the theoretical
transmission chain explaining “how policy tools act on risk sources through underlying mechanisms,” particularly lacking
localized theoretical interpretations integrating China's “dual-pillar” framework. This paper aims to bridge this gap by
employing a purely theoretical analytical approach to construct an integrated framework linking “risk sources — policy
instruments — operational mechanisms.” For the first time, it incorporates temporal (procyclicality), spatial (interconnectedness),
and dynamic (risk migration) dimensions into a unified analytical system, overcoming the fragmentation of single-dimensional
theories to deeply dissect the theoretical mechanisms through which macroprudential policies guard against systemic risks.
Research indicates that macroprudential policies primarily function through three mechanisms: temporally, countercyclical
capital buffers and similar tools offset the financial system's procyclicality, mitigating risk accumulation; spatially, regulatory
and liquidity requirements targeting systemically important institutions isolate contagion within the financial institution
network; and dynamically, expanding regulatory boundaries addresses risk migration to new domains such as shadow banking.
Drawing on China's Macroprudential Assessment (MPA) framework, the article examines the localized implementation of
these mechanisms while exploring theoretical challenges and future directions concerning policy coordination and fintech.
This research provides theoretical underpinnings for deepening the understanding of macroprudential policy's essence and
optimizing its framework.
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