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Preface

This book is a review on the economic theories of systemic risks in the financial 
market, and topics in constructing the macroprudential framework for banking 
regulation. I hope this book can shed some light on the recent debates of recon-
structing finance, but I am also fully aware of my limit: there are fast increasing 
theoretical findings on the legacy of the recent global financial crisis, and the 
effort in building up the new global standard in banking regulation just took off. 
Therefore, I am very looking forward to the constructive critiques from the 
readers.
 In writing this book, I owe much debt to my advisor and co- author, Professor 
Gerhard Illing, for his enormous effort in teaching, guidance, and discussions. I 
thank my co- advisor, Professor Ted Temzelides, who made many insightful 
comments on the early drafts of several chapters. I owe many thanks to Douglas 
Gale, Antoine Martin, Tommaso Monacelli, Lars Norden, Rafael Repullo, Jean- 
Charles Rochet, Marti G. Subrahmanyam, and Uwe Vollmer, among many 
others, for very useful comments on some chapters in various seminars and con-
ferences. I thank my former colleagues in the Department of Economics, Uni-
versity of Munich, and my colleagues in Norges Bank, for their numerous very 
helpful discussions and suggestions during writing this book. I gratefully 
acknowledge financial support at the Munich Graduate School of Economics 
(MGSE) from the German Research Foundation (DFG) through GRK 801. The 
views expressed in this book are completely from myself, and should not be 
interpreted as reflecting those of Norges Bank.
 Special thanks go to editors Thomas Sutton and Louisa Earls, Routledge. 
Without their strong support and generous help, writing this book is hardly 
possible.

Jin Cao
Oslo, Norway
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