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W H AT  W E  K N O W  A B O U T  M A C R O P R U D E N T I A L  P O L I C Y
I N  C O N TA I N I N G  T H E  B U I L D  U P  O F  V U L N E R A B I L I T I E S  O R  
I N C R E A S I N G  T H E  R E S I L I E N C E ?  

✓ That macroprudential policy is effective in:

C o n t a i n i n g e x - a n t e c r e d i t g row t h , h o u s e h o l d l ev e ra g e a n d R R E p r i c e ov e r v a l u a t i o n .

M a i n t a i n i n g c re d i t a v a i l a b i l i t y i n d ow n t u r n s by m i t i g a t i o n t h e i m p a c t o n e c o n o m i c a c t i v i t y o f

t h e s h o c k ( c a p i t a l m e a s u re s ) a n d re d u c i n g bor rowers ’ P D a n d l ende rs ’ LG D ( B B M s ) .

R e d u c i n g t h e a m p l i f i c a t i o n m e c h a n i s m s o f t h e b a n k i n g s y s t e m i n t h e ev e n t o f a s h o c k .

✓ That macroprudential policy is more effective in tightening than in easing episodes and the net benefits

depend on the type of instrument being implemented.

✓ That macroprudential policy has costs (economic activity) and benefits (financial stability):

The short-term negative impact on economic activity appears to be small, and the net benefits also

appear to be fully realised in the medium term.

T h e n e e d f o r a g ra d u a l p h a s e - i n .

✓ That the marginal benefits of increases in capital / DSTI / LTV are initially high but decreasing in the

tightness of macroprudential policy.
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W H AT  W E  K N O W  A B O U T  M A C R O P R U D E N T I A L  P O L I C Y
I N  C O N TA I N I N G  T H E  B U I L D  U P  O F  V U L N E R A B I L I T I E S  O R  
I N C R E A S I N G  T H E  R E S I L I E N C E ?  

✓ This nonlinearity means that the net benefits may depend on:

T h e s i z e ;

T h e d i re c t i o n o f t h e p o l i c y c h a n g e ;

T h e p o s i t i o n o f t h e f i n a n c i a l c y c l e ;

T h e n a t u re o f t h e s h o c k s ;

T h e f i n a n c i a l s t r u c t u re ( c o u n t r y c h a ra c t e r i s t i c s ) ;

T h e i n t e ra c t i o n w i t h o t h e r p o l i c i e s .

✓ That there may be a shift in activity towards less regulated sectors (non-bank leakage), other types of

assets (risk-shifting effects) or an increase in foreign inflows.
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O N  T H E  I N T E R A C T I O N S  W I T H  O T H E R  P O L I C I E S

The study focuses on the interaction of macroprudential policies with monetary policy, capital flow

management measures and foreign exchange market interventions and their impact on bank credit in

advanced economies and emerging market economies:

– Quarterly data for a sample of 23 advanced economies and 16 emerging market and developing economies

over the period 2001:Q1–2018:Q4.

– Interactive effect of macroprudential policy with monetary policy and FXI on credit is primarily driven by

lender-based (supply) macroprudential measures. The effects in credit growth are significant in emerging

markets while these reinforcing effects are not seen in advanced economies.

– When credit growth is high, the magnitude of the interaction between macroprudential and other policies

increases.
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02
Further 
Considerations
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F U R T H E R  C O N S I D E R AT I O N S
T H I S PA P E R R E A S S U R E S T H AT T H E R E S I L I E N C E - B U I L D I N G E F F E C T S O F M AC R O P R U D E N T I A L P O L I C Y
H O L D - U P T H R O U G H T I M E E S P E C I A L LY F O R B B M S , S U G G E S T I N G T H AT T H E P R E - E M P T I V E U S E O F
S U C H TO O L S C A N Y I E L D I M P O R TA N T B E N E F I T S .

✓ To o p e ra t i o n a l i s e t h e u l t i m a t e o b j e c t i v e o f m a c ro p r u d e n t i a l p o l i c y - re s i l i e n c e / re d u c t i o n o f

o u t p u t v o l a t i l i t y .

✓ To capture the t w o s o u rc e s o f s y s t e m i c r i s k - t h e t e m p o ra l a n d c ro s s - s e c t o ra l d i m e n s i o n a n d t h e

n ew s o u rc e s o f s y s t e m i c r i s k (climate/crypto/fintech).

✓ To c o n d u c t f u r t h e r re s e a rc h o n s t r u c t u ra l v e r s u s c y c l i c a l i n s t r u m e n t s , a s t h e n e t b e n e f i t s o f e a c h

i n s t r u m e n t s e e m t o d e p e n d o n t h e t y p e o f s h o c k t h a t h i t s t h e e c o n o m y a n d o n t h e s t r u c t u re o f

t h e f i n a n c i a l s y s t e m .

✓ To f u r t h e r ex p l o re t h e d i s c re p a n c i e s b e t w e e n e m p i r i c a l s t u d i e s u s i n g m i c ro a n d / o r m a c ro d a t a .
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F U R T H E R  C O N S I D E R AT I O N S

✓ A d d re s s t h e i s s u e o f e n d o g e n e i t y .

✓ To a n a l y z e h ow m a c ro p r u d e n t i a l p o l i c y i n t e ra c t s w i t h o t h e r p o l i c i e s – m o n e t a r y, f i s c a l , F X , m i c ro -

p r u d e n t i a l a n d re s o l u t i o n p o l i c i e s .

✓ To i n c o r p o ra t e p o t e n t i a l l e a k a g e s / s p i l l - ov e r s a n d re g u l a t o r y a r b i t ra g e : n o n b a n k f i n a n c i a l

i n t e r m e d i a t i o n ( i n c l u d i n g f i n t e c h ) a n d t h e s u b s t i t u t i o n e f f e c t o n c re d i t .

✓ To i n c l u d e t h e h e t e ro g e n e i t y o f t h e f i n a n c i a l s y s t e m .

✓ To ex t ra p o l a t e t h e re s u l t s f r o m o n e c o u n t r y t o o t h e r c o u n t r i e s .

✓ To ex p l o re t h e d i s t r i b u t i o n a l e f f e c t s t h a t s o m e m e a s u re s c a n h a v e .

✓ To o p e ra t i o n a l i z e t h e c o n c e p t o f m a c ro p r u d e n t i a l s t a n c e .
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O B R I G A D A
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