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This paper sets out general principles for the design of financial
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stability frameworks, starting from an analysis of the objectives and
tools of financial regulation. The paper then offers a comprehensive
analysis of the costs and benefits of the two main models that have
emerged for modern financial systems: the integrated model, with a
single supervisor outside of the central bank, and the twin-peaks
model, with a systemic risk regulator (central bank) on the one hand
and a conduct of business regulator on the other. The paper concludes
that the twin-peaks model may become more attractive w


