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The purpose of these lectures is to discuss the problems associated with banking regulation and supervision from an economic point of view. Therefore the emphasis will be on establishing relations between regulatory/supervisory issues and the economic theory. Recent developments in regulation and supervision in response to 2007+ crisis will be examined in detail.
Lecture I: Financial System and Banking
Do financial intermediaries play a role in a market economy? Why banks do not have any role in an Arrow-Debreu type of economy? Some remarks concerning the historical development of finance. 
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Lecture II: The Inherent Instability of the Financial System and Uncertainty

Keynes-Minsky analysis: Instability is closely connected with the dynamism of the system. Control for containing the negative effects of instability: How to stabilize an unstable economy? Regulation and Supervision: The role of the state. The distinction between the macro and micro aspects of financial stability: Price stability (Central banks) and the health of financial institutions, notably banks. (financial regulatory and supervisory authorities).
The Knight-Keynes distinction between risk and uncertainty: What is uncertainty? What is Risk? How risk is measured? What is “fat tail” problem?
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Lecture III: Microprudential Regulation (Basel I & II)

Historical foundations of financial regulation and supervision: The early US experience. The Basel I framework. Basel II Approach to Financial Regulation: Three pillars of Basel II. From “credit risk” to multiple categories of risk. 
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Lecture IV: The “2007+” Crisis and the Critique of the Existing Regulation 
Distinguishing two qualitatively different problems: 1) Failure of self-regulation, i.e. the “deregulation ideology” in the USA and in some European countries. 2)  Insufficiency of the microprudential approach. Pro-cyclicality of capital adequacy rules and other issues such as “too big to fail”, shadow banking etc. 
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Lecture V: Economic Foundations of Macroprudential Regulations: 
How to handle Systemic Risk in Finance? What is macroprudential regulation? Does it require a macro foundation? What are the institutional aspects of macroprudential regulation? Price stability versus financial stability; should the role and responsibilities of the central bank be broadened? The future of  central bank independence; The new Basel III rules: Capital and liquidity requirements.
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