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1. Market Failure

2. Public good

3. Lastra, Rosa, Op. Cit, para. 3.10; Trachtman, Joel," The International Law of Financial
Crisis: Spillovers, Subsidiarity, Fragmentation and Cooperation", Journal of International
Economic Law, Vol 13, Issue 3, p. 719-743, 2010.

4. Samuelson, Paul, "The Pure Theory of Public Expenditure ", Review of Economics and
Statistics, Vol 36, 1954; Sandmo, Agnar, The Welfare Economics of Global Public Good in
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University Press, Oxford, 2002.

5. Rochet, Jean, Why Are There So Many Banking Crises? The Politics and Policy of
Bank Regulation, Princeton University Press, 2008, p.4; Fontaine, Philippe," Free Riding",
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Abstract

Trade liberalizations of 1970s caused to financial crises in countries.
After the global financial crisis of 2007, the viewpoint to financial stability
has been changed and countries considered the stability of whole the
financial system instead of financial stability of each bank. To this aim, they
based banking regulation on macroprudential policy. The haste of countries
caused ignoring the theory of bank regulation based on macroprudential
policy. If the banking activities causing market failure are vague, developing
a framework for macroprudential policy will not be possible. This research is
done through library sources and based on analytic-descriptive approach.
The main question of the article is what is the theory of banking regulation
based on macroprudential policy? Accordingly, some of the banking
activities cause negative externalities that threaten financial stability. The
regulator should identify the negative externalities and draw a proper legal
framework based on macroprudential policy for the purpose of market
failure correction.
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