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Tradeoff and Selection between Bank Market
Discipline and Government Supervision

HUANG Hui

(College of International Finance and Commerce, Shanghai International
Studies University . Shanghai 200083, China)

Abstract: With the development of financial globalization and innova-
tion, systemic macroeconomic shock has led to a series of banking crises. As
the two components of the external bank supervision system, official super-
vision and market discipline have received more and more attention. This pa-
per analyzes the tradeoff and selection between the two so as to achieve an
optimal supervisory combination, and puts forward suggestions for present-
day China.

Key words; bank; market discipline; government supervision; systemic
shock; tradeoff
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