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A DECADE AFTER THE CRASH!




#1 Financial Stability (FS) risks can threaten Price Stability (PS)







#3 MP can affect
FSrisks




MP decisions have been Some central banks expressed
influenced by FS concerns a willingness to use MP to

address FS concerns in unusual

circumstances
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Platform

Real
Economy

Macro-
Financial
Linkages

- Real GDP

« Headline inflation
» Policy rate

» Private credit

« Land price

Financial
Stability
Risks
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Financial cycle stabilization

Declines in probability of crisis
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For each policy objective,
at least one policy instrument
is needed

Jan Tinbergen




Source of
Financial Imbalances

House price
bubble/ high
mortgage
growth

High
household
debt

Excessive
overall bank
credit growth

Instruments

Loan-to-value
Regulation




"Too big to fail" Interconnectedness
financial institutions within the financial system




-

Monetary Policy General Financial Price Stability
(MP) Conditions (PS)

Specific Conditions
for Lenders/
Borrowers

Financial Stability
(FS)

Macroprudential
Policy (MaP)
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mortgage growth
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Monetary Policies
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only ET
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Fragmented institutions

Policy implications:




KEY TAKEAWAY 3:




STEP[1] STEP[2] STEP[3]

Financial Stability E“"'"m":u‘;::;*ﬁ“ Appropriate

risk assessment policy reaction policy mix
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Understanding the gist of financial
stability risks

Enhancing the policy toolkit and the
analytical framework

Promoting the institutional arrangement
that allows for better policy coordination
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