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Table 4: Existing Framework of Systemic Crisis Management, the US, UK, Japan 

 United States United Kingdom Japan 

 
 
Key 
Processes 

The following approvals are 
required to apply the 
systemic risk exceptions: 
 2/3 of the Federal Deposit 

Insurance Corporation 
(FDIC) Board 

 2/3 of the Board of 
Governors of the Federal 
Reserve 

 Treasury Secretary after 
consulting with the 
President 

Based on the memorandum of 
understanding, Her Majesty’s 
(HM) Treasury, the Financial 
Services Authority (FSA), and 
the Bank of England (BOE) 
shall take coordinated actions 
for crisis management. 
 HM Treasury has the 

authority to nationalize 
banks. 

 HM Treasury shall provide 
blanket guarantee of 
deposits, based on the 
common law power 

The Prime Minister shall 
decide if the systemic 
risk exception (Article 
102, Deposit Insurance 
Law) should be applied, 
after consulting with the 
Financial Crisis 
Management Council 
(members listed below). 

Members   Treasury Secretary 
 Chairman of the Federal 

Reserve 
 Chairman of the FDIC 

 Chancellor of Exchequer 
 Governor of the BOE 
 Chairman of the FSA 

 Prime Minister (Chair) 
 Chief Cabinet 

Secretary 
 Minister of Financial 

Services 
 Commissioner of FSA 
 Minister of Finance 
 Governor of the BOJ 

Source: Financial Services Agency, Japan. 

For such a “council” approach to function successfully, the collective objectives and 
mandates as well as the division of labor among the authorities should be clearly defined, 
sufficient capacities and resources should be provided collectively, and all the necessary 
macroprudential tools should be made available for use. Most importantly a culture of 
sharing information should be developed and there should be intensive dialogue among the 
financial authorities. 

The central bank has a comparative advantage in macro-financial surveillance and may or 
may not have macroprudential authority (particularly tools). If the central bank does not have 
macroprudential authority, then it could still suggest the supervisor(s) to take certain 
macroprudential actions (such as an increase in capital adequacy ratios, a reduction of loan-
to-value ratios, etc) to contain a buildup of systemic risk. Similarly, the supervisor(s) can 
suggest that the central bank alter monetary policy to contain systemic risk. 

5. CONCLUSIONS 

Our starting point is that a financial crisis is not an “unknown unknown,” though its precise 
timing and the magnitude of its severity might be. A crisis builds up over time in response to 
policy mistakes and investor herd behavior. While markets tend to be forgiving for a long 
time, the unsustainable imbalance is eventually corrected. By identifying and dealing with 
systemic risk—or sources of financial vulnerabilities—before it creates critical instability, 
policymakers could prevent a financial crisis. For this purpose, macro-financial surveillance 
and macroprudential supervision are vital, and a systemic stability regulator—or relevant 
financial authorities under a collective framework for systemic stability regulation—must act 
to avoid the buildup of large vulnerabilities and imbalances in each jurisdiction. In our 
experience, an inadequate effort to capture and analyze data is a key obstacle to conducting 
adequate macroprudential supervision. 

Several models are possible to choose from in creating a systemic stability regulator, 
including a fully integrated model a la Singapore, a central bank-led model of the pre-1998 
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