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Abstract 
 
This paper describes concepts and tools behind macroprudential monitoring, and the 
growing importance of macroprudential tools for assessing the stability of financial 
systems. This paper also employs a macroprudential approach in examining financial 
soundness and identifying its determinants. Using data from selected developing 
economies in Asia, South America, and Europe, as well as selected economies from the 
developed world, panel regressions are estimated to quantify the impacts of the major 
influences on key financial soundness indicators, including capital adequacy, asset 
quality, and earnings and profitability. 
 
 
Keywords: Macroprudential, banks, banking crises, banking regulation, banking 
supervision, stress testing, early warning system 
 
JEL Classifications: E44, E58, E65, G21, G28



 
  A Macroprudential Framework for Monitoring and Examining Financial Soundness  |       55 

 

 

17. "Real and Financial Integration in East Asia" by Soyoung Kim and Jong-Wha Lee 

18. “Global Financial Turmoil: Impact and Challenges for Asia’s Financial Systems” by 
Jong-Wha Lee and Cyn-Young Park 

19. “Cambodia’s Persistent Dollarization: Causes and Policy Options” by Jayant Menon 

20. "Welfare Implications of International Financial Integration" by Jong-Wha Lee and 
Kwanho Shin 

21. "Is the ASEAN-Korea Free Trade Area (AKFTA) an Optimal Free Trade Area?" by 
Donghyun Park, Innwon Park, and Gemma Esther B. Estrada 

22. "India’s Bond Market—Developments and Challenges Ahead" by Stephen Wells and 
Lotte Schou- Zibell 

23. “Commodity Prices and Monetary Policy in Emerging East Asia” by Hsiao Chink 
Tang 

24. "Does Trade Integration Contribute to Peace?" by Jong-Wha Lee and Ju Hyun Pyun 

25. “Aging in Asia: Trends, Impacts, and Responses” by Jayant Menon and Anna 
Melendez-Nakamura 

26. “Re-considering Asian Financial Regionalism in the 1990s” by Shintaro Hamanaka 

27. “Managing Success in Viet Nam: Macroeconomic Consequences of Large Capital 
Inflows with Limited Policy Tools” by Jayant Menon 

28. “The Building Block versus Stumbling Block Debate of Regionalism: From the 
Perspective of Service Trade Liberalization in Asia” by Shintaro Hamanaka 

29.  “East Asian and European Economic Integration: A Comparative Analysis” by 
Giovanni Capannelli and Carlo Filippini 

30. “Promoting Trade and Investment in India’s Northeastern Region” by M. Govinda 
Rao 

31. "Emerging Asia: Decoupling or Recoupling" by Soyoung Kim, Jong-Wha Lee, and 
Cyn-Young Park 

32. “India’s Role in South Asia Trade and Investment Integration” by Rajiv Kumar and 
Manjeeta Singh 

33. “Developing Indicators for Regional Economic Integration and Cooperation” by 
Giovanni Capannelli, Jong-Wha Lee, and Peter Petri 

34. “Beyond the Crisis: Financial Regulatory Reform in Emerging Asia” by Chee Sung 
Lee and Cyn-Young Park 



 
56          | Working Paper Series on Regional Economic Integration No. 43 
 

 

35. "Regional Economic Impacts of Cross-Border Infrastructure: A General Equilibrium 
Application to Thailand and Lao PDR" by Peter Warr, Jayant Menon, and Arief 
Anshory Yusuf 

36. "Exchange Rate Regimes in the Asia-Pacific Region and the Global Financial Crisis" 
by Warwick J. McKibbin and Waranya Pim Chanthapun 

37. “Roads for Asian Integration: Measuring ADB's Contribution to the Asian Highway 
Network” by Srinivasa Madhur, Ganeshan Wignaraja,and Peter Darjes 

38. "The Financial Crisis and Money Markets in Emerging Asia" by Robert Rigg and 
Lotte Schou-Zibell 

39. “Complements or Substitutes? Preferential and Multilateral Trade Liberalization at 
the Sectoral Level” by Mitsuyo Ando, Antoni Estevadeordal, and Christian Volpe 
Martincus 

40. “Regulatory Reforms for Improving the Business Environment in Selected Asian 
Economies—How Monitoring and Comparative Benchmarking can Provide 
Incentive for Reform” by Lotte Schou-Zibell and Srinivasa Madhur 

41. “Global Production Sharing, Trade Patterns, and Determinants of Trade Flows in 
East Asia” by Prema–Chandra Athukorala and Jayant Menon 

42. “Regionalism Cycle in Asia (-Pacific): A Game Theory Approach to the Rise and Fall 
of Asian Regional Institutions” by Shintaro Hamanaka 

 

* These papers can be downloaded from: (ARIC) http://aric.adb.org/reipapers/ or (ADB)         
www.adb.org/publications/category.asp?id=2805 

 
 



 



 



 



A Macroprudential Framework for Monitoring and Examining Financial Soundness

Lotte Schou-Zibell, Jose Ramon Albert and Lei Lei Song describe concepts and tools behind 
macroprudential monitoring, and the growing importance of macroprudential tools for 
assessing the stability of financial systems. Using data from selected developing economies 
in Asia, South America, and Europe, as well as selected economies from the developed 
world, they also estimate panel regressions to quantify the impacts of the major influences 
on key financial soundness indicators, including capital adequacy, asset quality, and 
earnings and profitability.
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