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Financial System Procyclicality and Counter — Cyclical Supervision

DU Chaoyun' > BI Liu'
(1. Department of Finance Xiamen University Xiamen Fujian 361005;
2. Quanzhou Economic and Trade College Quanzhou Fujian 362000 China)

Abstract: There exists a kind of procyclicality in financial system. The internal procyclicality comes from the
measurement limit of financial risk and the twist of incentive mechanism. The external procyclicality is caused by the
anthropogenic institutions such as the capital requirement the rating agency the loan loss provision rules and the
fair value accounting. To control the financial system procyclicality establishing an effective counter — cyclical
mechanism is necessary. The essay thus puts forward some proposals.
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