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Coordination between Macro—prudential
Regulation and Monetary Policies

SONG Yuying'  LIU Zhiyan
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2. School of Economics and Business Northeast Normal University Changchun 130117  China)

Abstract: Low economic growth rate and flourishing financial system under conditions of low interest rate poses
dilemmas for macro—economic policies. After Asian financial crisis academics realize that economic models should
introduce financial frictions to contain financial instability and provide roles for macro prudential regulation. In the
main DSGE models scholars prove that when macro prudential is in charge of financial stability and monetary policy
maintains price stability the outcome is the most optimal. In practice Greenspan’s “benign neglect” shows that
monetary policy should not lean against asset prices in the opposite side. However in a lot of countries central
banks play a vital role in the implementation of macro prudential regulation so the coordination tests central banks’
ability to trade off different policy roles. Meanwhile this paper argues that the coordination should pay attention to
income inequality which is the ultimate goal of macro—economic growth.
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