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Abstract: High macroeconomic leverage ratio and structural distortion in the economy are major problems faced by some
countries. If they are not handled properly, they can easily lead to systemic financial risk. Using the panel data of 35 countries
in 1995-2016, which is from the Bank of International Settlements (BIS), the Wall Street Daily and the American Heritage
Foundation, this paper uses the system GMM and panel logit models to test the relationship among macro leverage ratio,
structural distortion and systemic financial risk. The results show that: When the macro leverage ratio is low, it is more
favorable to economic freedom. However, with the increase of the macro leverage ratio, the economic freedom will be inhibited
significantly. And the greater the macro leverage ratio, the greater the inhibitory effect, that is, the greater the structural
distortion. In the “post-macro leverage ratio phase”, the structural distortions of a country's economy will lead to a rise in the
instability of the financial system and even increase the probability of the financial crisis. Finally, through further analysis of

China's situation, this paper gives relevant policy recommendations.
Key words: macro leverage ratio, structural distortion, systemic financial risk
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