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Macroprudential Policy in Central Banks: Integrated or Separate?
Survey Among Academics and Central Bankers

Simona Malovana, Martin Hodula, Zuzana Gric, and Josef Bajzik *

Abstract

We surveyed experts from academia, central banks and other regulatory institutions on the
preferred institutional setup of macroprudential policy and the underlying interactions stemming
from the conduct of monetary and macroprudential policy. We find substantial support for the
integration setup, under which macroprudential policy is entrusted to the central bank and not to
a separate institution. The most significant factors driving the respondents’ views are the large
degree of interdependence of the two policies, the potential information gains from keeping them
“under one roof”, and a greater capability to resolve strategic conflicts.  We identify
non-negligible heterogeneity in the responses, especially in terms of respondents’ age,
managerial position and research orientation.

Abstrakt

Provedli jsme prizkum mezi experty z akademické sféry, centrdlnich bank a dalSich
regulatornich instituci na téma preferovaného institucionalniho usporadani makroobezietnostni
politiky a souvisejicich interakci vychéazejicich z provadéni ménové a makroobezietnostni
politiky. Podstatnou podporu nachizime pro integrani usporddani, kdy je makroobezietnostni
politika svéfena centrdlni bance a nikoli samostatné instituci. Nejvyznamnéj$imi faktory, které
ovliviiuji nazor respondentdi, jsou vyznamna zdvislost obou politik, potencidlni informacni
benefity z usporddani obou politik “pod jednou stiechou” a lepsi schopnost fesit strategické
konflikty. V odpovédich identifikujeme nezanedbatelnou heterogenitu, zejména z hlediska véku
respondenttli, manazerské pozice a vyzkumného zaméreni.
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1. Introduction

In the aftermath of the Global Financial Crisis (GFC) of 2007-2009, national authorities
worldwide gradually introduced a number of macroprudential policy measures aimed at increasing
banking sector resilience. As a result, the literature has begun to examine the optimal setting of
bank regulation (Miles et al., 2013; Admati and Hellwig, 2014; Thakor, 2014), the real economic
impact of increasing relative regulatory stringency (Fidrmuc and Lind, 2020) as well as the
interaction between macroprudential and monetary policy (Agénor et al., 2014; Malovand and
Frait, 2017), including research on conflicting situations and resolution mechanisms (Leduc and
Natal, 2018; Bodenstein et al., 2019; Carrillo et al., 2021).

However, the design of the institutional setup for macroprudential policy has received significantly
less attention in the literature, even though the institutional architecture is a core element of
macroprudential policy, analogous to a central bank being at the core of monetary policy. This
relates in particular to the question of whether it is desirable to have a separate macroprudential
authority outside the central bank or whether it is more effective to have both institutions
integrated “‘under one roof”. The central bank’s role currently ranges from being a single entity
responsible for macroprudential decisions (for example, in the Czech Republic, Ireland and
Canada), through participating in a committee with other institutions (for example, in the USA,
France and Germany), to standing outside the decision-making process, with a separate authority
in charge of macroprudential policy (for example, in Norway, Finland and Sweden; Figure 1).

Figure 1I: Who is Responsible for Figure 2: Should the Central Bank Conduct
Macroprudential Policy? Both Monetary and Macroprudential Policy?
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The decision on the institutional arrangement of macroprudential and monetary policy is crucial
for the economy. Above all, it is a matter of ensuring that there is an exchange of information
between the institutions concerned. Furthermore, it is necessary to minimize the potential negative
effects of a trade-off between the coordination of given policies and the credibility of an institution
with multiple (and sometimes conflicting) objectives. While policy coordination can improve
outcomes (Cecchetti and Kohler, 2014; Paoli and Paustian, 2017; Bodenstein et al., 2019),
concentrating multiple objectives in one institution can complicate accountability, reduce
credibility and weaken perceptions of the central bank’s commitment to price stability (Beau et al.,
2012; Smets, 2014).

Assessing the “optimal” institutional arrangement for macroprudential policy is not an easy task.
The existing literature offers a comprehensive list of the pros and cons of the various institutional
frameworks (Nier et al., 2011; IMF, 2013; Smets, 2014; Cassola et al., 2019; Ampudia et al.,
2019), with the view that “one size does not fit all” being most widely held. Views on the preferred
institutional setup can also be backed up with an emerging literature studying the interactions
between monetary and macroprudential policy conduct. These studies typically rely on game
theoretic approaches, comparing cooperative and non-cooperative frameworks (Angelini et al.,
2014; Farhi and Werning, 2016; Leduc and Natal, 2018) or consider stylized micro-founded
models (Agénor et al., 2014; Malovand and Frait, 2017). Studies generally agree that monetary and
macroprudential policies are inherently intertwined and that their coordination is very desirable as
it improves social welfare in most circumstances.

In this paper, we take a different approach: we survey experts from academia, central banks and
other regulatory institutions on their views on the preferred institutional setup and the underlying
interactions stemming from monetary and macroprudential policy conduct. By addressing both
academics and experts from central banks and other regulatory institutions, the survey should be
able to draw together theoretical and practical knowledge, forming a balanced view of the two.
Our questions aim to find out not only whether it is more desirable to have macroprudential policy
integrated in the central bank or kept outside it in a separate institution, but also the underlying
factors driving the respondents’ views. We place questions on the institutional setup and how it
might affect the decision-making process side-by-side with questions on whether the policies should
be coordinated and what can lead them into a strategic conflict. In addition, we present a set of
questions on the relationship between macroprudential policy and lending to assess the impact that
the respondents’ views of the optimal institutional setup will have on this relationship. Last but
not least, we collect information on the respondents’ demographic and professional background,
allowing us to explore shifts in opinion based on various respondent characteristics. After launching
the survey in the second quarter of 2021, we collected 361 complete questionnaires, comprising
respondents with a rich and diverse demographic and professional background.

We find substantial support for the integration setup in which macroprudential policy is fully
integrated as part of the central bank. Almost 80% of respondents say that the benefits of the
integration setup outweigh the costs (Figure 2). Among the benefits, respondents listed knowledge
sharing and the capacity to act swiftly as the most important. Almost 65% of all respondents also
expects that switching to the integration setup would lead to improved financial sector resilience.
Moving to respondent characteristics, we find that the integration setup is favored more in Europe
(when compared to US respondents) and among younger respondents. We find relatively older
respondents to be only modestly supportive of the integration setup, with the lowest level of
support among those in managerial positions. The integration setup is also found to be supported
the least among those respondents who work and conduct research primarily in the field of
monetary policy.
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Turning to the coordination of and conflicts arising from monetary and macroprudential policy
conduct, almost all of the respondents (98%) stated that the two policies influence each other.
Likewise, the majority of respondents believe that their coordination is desirable (90%) and thus
leads to improved welfare. Most respondents (76%) would also elevate one policy goal, either
price stability or financial stability, in the case of a conflict, but there is no agreement on which
one. The emergence of conflicting situations is perceived to be driven mostly by the different
implementation horizons of the two policies (58% of respondents). Further, we note that
respondents disagree on the effectiveness of monetary policy in mitigating existing systemic risks.
On the contrary, 80% of respondents agrees that keeping policy rates low for long contributes to
the build-up of financial imbalances. While inspecting the mutual dependency between question
pairs, we find a strong consistency in respondents’ answers. Regarding respondent characteristics,
we find that all respondents share the view that monetary and macroprudential policies are
dependent on each other. However, the desire to coordinate the two has less support among
relatively older respondents, those in managerial positions and those solely focused on monetary
policy. We also discover that respondents who cited monetary policy as their only field of research
or expertise perceive the harmful effects of keeping monetary policy rates low-for-long as less
troublesome than the rest of the respondents. The opposing view is shared by respondents with
some academic background.

As for the relationship between macroprudential measures and credit dynamics, our respondents
expect that the tightening of macroprudential policy is likely to have a negative effect on bank
lending. While the application of capital-based measures is expected to have a negative effect
mainly in the short term, the borrower-based measures are expected to decrease the provision of
housing loans both in the short and long term. Among the potential side effects of more stringent
capital- and borrower-based regulation, respondents listed a higher cost of bank lending, a portfolio
rebalancing effect and regulatory arbitrage as likely, with the risk of portfolio rebalancing being the
most widely acknowledged side effect.

We believe that taking the survey approach to examine this issue has the following benefits. First, a
survey of economic experts, with different geographical as well as professional backgrounds who
draw on their knowledge of the current literature as well as their expert judgement, can offer a
more comprehensive picture than using a modelling or narrative approach. Typically, when
economists try to quantify the costs and benefits arising from joint monetary and macroprudential
policy conduct, they rely on micro-founded models with more or less strict assumptions regarding
the strategic considerations between the two policies. One group of studies builds on a cooperative
framework and assumes that monetary and macroprudential policymakers are always able (and
willing) to coordinate their policies to reach a cooperative solution or settle on the non-cooperative
(Nash) equilibrium (e.g. Angelini et al., 2014; Cecchettia and Kohlerb, 2014; Farhi and Werning,
2016; Tayler and Zilberman, 2016; Collard et al., 2017; Leduc and Natal, 2018). This assumption
is plausible when considering the integration setup but may be troublesome in the case of the
separation setup. The second strand of literature builds on non-cooperative game theory which
may be better suited to examining the interaction between a separate macroprudential policy
authority and a central bank, accounting for potentially conflicting situations and the existence of
policy trade-offs (e.g. Paoli and Paustian, 2017; Bodenstein et al., 2019; Carrillo et al., 2021). Still,
both strands of literature fall short on adequately representing the complex strategic considerations.
This is mainly due to the fact that unlike monetary policy, macroprudential policy does not have a
clear rule-based reaction or loss function nor is it clear whether monetary and macroprudential
policy are substitutes (Farhi and Werning, 2016; Leduc and Natal, 2018; Libich, 2020) or
complements (Agénor et al., 2014; Malovana and Frait, 2017).
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Second, equipped with the views of experts with diverse backgrounds, we can test some of the
prevailing opinions in the literature on the institutional setup of macroprudential policy. The
preferred institutional setup is constantly evolving. Prior to the GFC, both monetary and bank
regulation and supervision had generally been assigned to the central bank but we have since seen
a move away from the integration setup in several countries (Edge and Liang, 2019). There are
arguments for both the integration setup and the separation setup. Keeping the two institutions
under one roof can foster coordination between them, therefore reducing the welfare losses
associated with the emergence of a strategic conflict between monetary and macroprudential policy
(Smets, 2014; Libich, 2020). On the other hand, by considering a non-cooperative game theory
setting, Paoli and Paustian (2017) show that a macroprudential authority taking the lead results in
higher welfare gains, even when compared to a cooperation setup. International institutions are
generally in favor of greater central bank involvement (ESRB, 2011; IMF, 2011, 2013; Nier et al.,
2011). Further, Ampudia et al. (2019) show that jurisdictions where banking supervision is
integrated in the central bank have experienced fewer credit-fueled banking crises. However, while
acknowledging that the integration setup mitigates coordination problems, Smets (2014) argues
that it may also lead to incentive problems if the failure of one policy domain affects the other
policy domain. Another counterargument for the integration setup is that it may weaken
perceptions of the central bank’s commitment to price stability, loosening inflation expectations.

Despite the highly influential survey conducted by Lintner (1956) on corporate dividend policy, the
Bewley (1999) interviews examining the reasons for wage rigidity or the Blinder (2000) survey
on central bank credibility, the survey approach remains rather uncommon in financial economics
research. Still, there are some other interesting recent expert surveys in economics and finance,
which suggest the method might be gaining more recognition within the discipline especially when
important policy questions are being studied. Ambrocio et al. (2020), Choi and Robertson (2020)
and Stroebel and Wurgler (2021) are three recent examples of a study in financial economics based
only on survey results.! Choi and Robertson (2020) surveyed a sample of US-based individuals
on how well the leading academic theories describe their financial beliefs and decisions. Stroebel
and Wurgler (2021) asked finance academics, professionals, public sector regulators and policy
economists about climate finance topics. Ambrocio et al. (2020), under the patronage of the Bank
of Finland, surveyed academics from numerous countries on their views on the optimal level of
bank capital requirements.

While preparing our survey, we were inspired by the latter of the three surveys. We took special care
to make sure the two surveys did not overlap. While the Bank of Finland survey was aimed at how
bank capital regulation should be designed and optimally set, we have focused on the institutional
arrangements that determine the impact (and the effectiveness) of macroprudential policy as well
as its interaction with monetary policy. Another distinction between our two surveys is the targeted
respondents. While Ambrocio et al. (2020) predominantly sought academic opinion, we extended
our survey to both academics and experts from central banks as well as macroprudential authorities
and other relevant institutions.

The remainder of the paper proceeds as follows. Section 2 describes the process of designing the
questionnaire, selecting relevant respondents and launching the survey. Section 3 presents a
high-level summary of survey responses, focusing on the distribution of answers among different
groups of respondents while putting our results in the context of the existing literature. Sections 4
and 5 look at how the respondents’ opinions on various matters correlate and which characteristics,

' There are other interesting economics-related studies based on survey data such as Andre and Falk (2021);
Ambrocio et al. (2021).
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including demographic factors and professional background, can potentially drive opinion.
Section 6 concludes.

2. Survey Design

Our primary goal is to collect expert opinion on the preferred institutional setup of
macroprudential policy and the underlying interactions stemming from monetary and
macroprudential policy conduct. One of the lessons learned from the GFC was the need for an
overarching policy framework to address the stability of the financial system as a whole (Galati
and Moessner, 2013; Bianchi and Mendoza, 2018). This has led to the establishment of
macroprudential policy, a third economic policy (alongside monetary and fiscal) tasked with
ensuring the stability of the financial system and preventing future crises. To be effective in
achieving its goal, macroprudential policy needs strong institutional background which ensures the
policy’s ability and willingness to act. However, it remains an open question whether it is more
effective to have a separate macroprudential authority outside of the central bank (separation
setup) or to have it integrated within the central bank as one unit (integration setup). We aim to
complement the debate by collecting leading academic and central bank expert opinion on the
matter.2 In addition, the experience from the GFC has served as a telling reminder that the real
economy and the financial sector are closely interconnected (Campello et al., 2010; Bond et al.,
2012). Naturally, this means that the conduct of macroprudential and monetary policy is also
intertwined, with potentially important implications for the institutional setup and vice versa.
Therefore, we design our questions in a way that allows us to draw conclusions not only about the
preferred institutional setup but also the strategic interactions and potential conflicts between
macroprudential and monetary policy conduct.

The survey focuses on three key areas. First, it looks at how the institutional arrangement of
monetary and macroprudential policy might affect the decision-making process. Second, it focuses
on the ways in which monetary and macroprudential policy influence each other and how the
coordination of the two policies might benefit the economy. Third, it examines the impact of
capital-based and borrower-based measures on bank lending and the potential side effects of
tightening such measures. The respondents’ views on the effects of macroprudential policy are
inseparable from their considerations of the institutional setup and policy interactions. For
instance, they allow us to find out if the respondents expect the effectiveness of the
macroprudential policy tools to differ under the two institutional arrangements. Next, we include
questions on respondents’ background factors, expertise and general views.

Given the complexity of the issues analyzed, the survey questionnaire was pilot tested several times
on different groups of respondents with different institutional backgrounds and expertise. As a
result, some of the questions were simplified, some were removed and the order and structure of
the questions were optimized. We acknowledge that the impact of various macroprudential policy
measures, their interaction with monetary policy and the institutional arrangement of the two are
issues that are significantly affected by the past and current state of the economy and of the financial
system as well as the sociodemographic characteristics of the respondents. The final questionnaire

2 We are aware that survey methodologies have some caveats stemming from the fact that we cannot ensure
the honesty of the respondents. Further, the meaning of “very likely” and “somewhat likely” can differ across
respondents. However, if this measurement error resembles white noise, the final ranking of the importance of
the answers will be informative. Still, we take special care to verify the consistency of respondents’ answers by
considering question pairs and by combining selected characteristics of our respondents to contrast the different
groups of respondents.
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was designed both to take into account the various aspects, but also to maintain a balance between
the level of detail of the questions asked, their clarity and simplicity. The resulting questionnaire
consisted of 20 question groups divided into 4 blocks which could be completed in about 15 minutes.
Table A1 provides a summary of the questions. The full set of questions and responses is available
in Table A1 in the Appendix and also online.3

The survey was distributed among academics and experts from central banks and other regulatory
institutions, due to our desire to obtain the views of both camps. While the opinions of academics
are expected to encompass the latest research findings, the expert opinion of professionals should
draw on the practical experience gained from the decision-making processes within the policy
institutions. We created a list of about 10,000 email addresses based on respondents’ expertise and
affiliation using the IDEAS/RePEc database. We proceeded in a number of steps. First, we decided
on the researchers’ fields we wished to include.* Overall, we included 23 relevant fields out of 98.5
We used a web scraping technique to harvest information about all the authors in each of these
fields. Second, in order to include as many authors from central banks as possible, we harvested
information about all the members affiliated with the central banks and monetary authorities listed
in the IDEAS/RePEc database.® Third, we finalized the list by removing irrelevant entries and
duplicates.” We validated the email addresses beforehand using a commercially available service.®

We admit that by limiting ourselves to the IDEAS/RePEc database, we may be omitting the
potentially valuable opinions of experts who do not have any research publications or those who
have chosen not to be listed in the database. We suspect that this will be more of an issue for
central bankers (whose primary focus is not research) than for academics. Therefore, we
encouraged those respondents addressed to forward the questionnaire to their colleagues who may
be potentially interested in participating. Because the survey contains questions on respondents’
affiliation, professional experience, research field and seniority, we are able to filter the responses
afterwards and are not limited by the distribution of our initial list of respondents. On the contrary,
we aimed at obtaining as many relevant responses as possible.

The survey was launched online on April 7, 2021 and closed on April 30, 2021. Two reminders
were sent on April 22 and April 28. We received 694 questionnaires®, of which 361 were complete
and thus included in our study. Securing a high number of (completed) survey responses is always
a challenge but given that the topics covered in the survey are rather specific to the economics

3 We published the first summary of survey results in June 2021 in Malovan et al. (2021).

4 https://ideas.repec.org/i/e.html

3 Accounting & Auditing (NEP-ACC), Banking (NEP-BAN), Central Banking (NEP-CBA), Corporate Finance
(NEP-CFN), Computational Economics (NEP-CMP), Dynamic General Equilibrium (NEP-DGE), Econometrics
(NEP-ECM), European Economics (NEP-EEC), Econometric Time Series (NEP-ETS), Microeconomic European
Issues (NEP-EUR), Financial Markets (NEP-FMK), Forecasting (NEP-FOR), Business, Economic & Financial
History (NEP-HIS), Insurance Economics (NEP-IAS), International Finance (NEP-IFN), Macroeconomics (NEP-
MAC), Microfinance (NEP-MFD), Microeconomics (NEP-MIC), Monetary Economics (NEP-MON), Market
Microstructure (NEP-MST), Open Economy Macroeconomics (NEP-OPM), Regulation (NEP-REG), Risk
Management (NEP-RMG).

6 https://edirc.repec.org/central.html

7 The “raw list” was cleaned up by (i) removing the authors who had no email address, (ii) removing the authors
who had not published since 2015 (i.e. had not been recently active), (iii) removing the authors with duplicate
email addresses.

8 About 68% of them were identified as deliverable (i.e. the email provider stated that the email address existed
and was safe to send emails to) and the remaining 32% were identified as risky or unknown (i.e. the quality of the
email address was low or no response was received from the email provider, i.e., the email might not have been
delivered).

% The response rate relative to all and deliverable email addresses was about 7% and 10% respectively.
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profession at large, we believe the resulting number of responses is reasonable. The survey was
conducted anonymously to increase the likelihood of participation of senior staff, especially from
central banks, and to facilitate honesty while answering. On average, respondents were able to
complete the survey in about 15 minutes, while the median completion time was 5 minutes less
(Figure 3). The block on macroprudential policy and bank lending took the longest to answer,
reflecting the complexity and number of the questions included. Figure 4 provides a summary of
the number of questionnaires started (but not completed and submitted) and the number of those
submitted during the survey period. As expected, the number of started and submitted
questionnaires spikes significantly around the launch of the survey and the dates on which the two
reminders were sent. The majority of questionnaires which were started but not submitted were
abandoned by the respondents at a fairly early stage, i.e. usually during the first block of questions.
As such, they do not provide any significant additional information and were not included in the
analysis.

Figure 3: How Long Did It Take To Fill In the Figure 4: How Many Questionnaires Were
Questionnaire (In Minutes)? Started and Submitted?
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3. A Bird’s Eye View of the Survey Responses

Table 1 provides a high-level summary of the survey responses, presenting the most frequent answer
to each question (modal answer) and its share. A more detailed overview, with the percentage share
of each answer, is then presented in Table Al in the Appendix. The first part of the survey asks
about the demographic and professional background of the respondents. Most respondents are men
aged 30 to 59 who reside in euro area countries (about 33% if we combine all three characteristics).
The sample includes a fair share of respondents with both academic experience and experience from
a central bank or macroprudential institution.'® About 70% of respondents identified themselves as
researchers; the remaining 30% is evenly distributed between respondents in expert or managerial
positions. The respondents’ primary fields of expertise or research are evenly distributed between
monetary policy, macroprudential policy and bank regulation or supervision, with monetary policy
taking a slight lead.!! The perceived stringency of the macroprudential policy measures applied
in the respondent’s jurisdiction before the Covid-19 pandemic is also equally distributed between
stringent and lenient. Overall, we are equipped with a well-balanced sample of respondents who
are not heavily skewed towards a particular professional background or exposed to overly stringent
or loose regulatory conditions.

In the second part of the survey, we examine the respondents’ opinions on the likely effects of
macroprudential policy tightening on the provision of bank credit. Most respondents expect the
introduction or tightening of capital buffers to have a negative effect on bank lending in the short
term but minimal to no effect in the long term. On the contrary, borrower-based measures are
expected to have a negative effect on the provision of housing loans both in the short and long
term. The literature generally agrees that a tightening of capital requirements leads to a decrease in
bank lending (Cerutti et al., 2017; Galati and Moessner, 2018; Jiménez et al., 2017; De Jonghe
et al., 2020). A possible difference in the short- and long-term impact is discussed in Mendicino
et al. (2020), who also state that the difference depends broadly on the monetary policy response.
The literature focusing on the impact of borrower-based measures is more coherent and, in general,
points to a negative relationship with bank credit (Lim et al., 2011; Kuttner and Shim, 2016;
Akinci and Olmstead-Rumsey, 2018). The sign of the effects was shown to remain the same even
if distinguishing between the short and long run (Carreras et al., 2018), with the short-term impact
being less pronounced where the regulation has been phased in (Basto et al., 2019).

Most respondents also agree that tighter macroprudential policy is likely to be associated with
several side-effects, such as the higher cost of bank lending, portfolio rebalancing and regulatory
arbitrage. The collected responses are largely in line with the recent empirical literature. Studies
show that capital regulation increases lending rates (Gambacorta, 2011; De Nicolo, 2015) but the
magnitude of this effect varies largely as outlined in the literature overviews conducted by
Martynova (2015) and Boissay et al. (2019). Furthermore, Acharya et al. (2020) show that LTV
and LTI limits in Ireland have caused a substantial distributional effect under which, on the one

10 The majority of respondents (85%) report experience from academia, with an average of almost 13 years.
Almost 45% of respondents report experience from a central bank with an integrated macroprudential policy and
an additional 24% from a central bank without an integrated macroprudential policy. Table A4 in the Appendix
shows the full breakdown by respondents’ length of professional experience in the different sectors.

I Most respondents in our survey stated that they focus on more than one field in their research or analytical work,
with an average of 2.6 reported fields per respondent. About 27% of respondents selected only one field, while
about 35% reported two fields and a further 17% three fields. Interestingly, respondents that selected more than
one primary field usually paired monetary policy with macroprudential policy focused on banks, both in the area
of research (24% of respondents) and non-research (11% of respondents). This is in line with a growing interest
in the interaction and coordination of the two policies, owing to high policy relevance. We present more details on
the respondents’ primary field of research and expertise in Tables A3 in the Appendix.
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hand, the borrower-based limits have slowed down house price growth in overheated areas but on
the other, have increased risk taking by the more constrained banks. In a similar vein, Peydr6 et al.
(2020) document the existence of the distributional effect of borrower-based limits in the UK
which have led more constrained lenders to issue fewer high-LTI mortgages but have also
increased the average loan size of these high LTI mortgages and increased the LTV ratio.
Regarding regulatory arbitrage and leakages, Aiyar et al. (2014) document that unregulated banks
(resident foreign branches) increase lending in response to tighter capital requirements while
regulated banks reduce lending. Ahnert et al. (2021) show that macroprudential foreign exchange
regulations may lead to a shift in market activities to less informed, less efficient, or unregulated
sectors. Several studies show that the growth of non-bank financial intermediaries is positively
related to a more stringent macroprudential policy (Kim et al., 2018; Cizel et al., 2019; Hodula
et al., 2020; Irani et al., 2021).

In the third part, we collect expert opinion on the preferred institutional arrangement of
macroprudential policy and the underlying interactions stemming from the conduct of monetary
and macroprudential policy. Moreover, we ask the respondents what are the likely benefits and
differences arising from a particular policy setup, and what are the likely reasons for a conflict
between macroprudential and monetary policy.

Concerning the institutional arrangement, the majority of respondents acknowledge the significant
benefits of keeping monetary and macroprudential policy “under one roof”. Over 77% of
respondents stated that the benefits of the integration setup significantly (44%) or somewhat (33%)
outweigh the costs. The respondents perceive knowledge sharing and the capacity to act swiftly as
the main benefit of the institutional setup. The strong support for the integration setup somewhat
contradicts the observed tendencies in many economies to move macroprudential policy outside
the central bank to a separate institution.!? It also shows that the opinion “one setup does not fit
all” found in earlier studies (Nier et al., 2011; IMF, 2011) is not shared by our respondents. The
stronger preference for the integration setup observed in our findings may also reflect the trust and
confidence usually enjoyed by central banks, reflecting their generally high reputation in the
economy relative to other usually newer regulatory bodies. In this respect, Borio (2019) states that:
“ensuring trust is difficult and calls for strong institutions — an appropriate ‘institutional
technology’. Central banks have evolved to become key pillars of the whole edifice alongside
banking regulatory and supervisory authorities — often central banks themselves.” A substantial
proportion of the respondents (63%) expect that switching to the integration setup would likely be
associated with an improved resilience of the financial sector. Additionally, 48% believe that
regulation would be more stringent if macroprudential policy were integrated within a central bank
and 42% say that the provision of bank lending would not change significantly. This soft evidence
echoes the hard data-driven analyses found in the literature. Lim et al. (2013a) find that a larger
role of the central bank in macroprudential policy was associated with a speedier application of
macroprudential measures.

12 For instance, macroprudential policy has been delegated to an autonomous institution in Australia, Canada,
Chile, Denmark, Norway, Sweden, Switzerland and the United States. However, in many of these countries
the central bank still participates in the discussion and decision-making process, for example, as a member of
a committee or council (see Table A5 in the Appendix).
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Table 1: Summary of All Survey Responses

Question Modal response % share  Dispersion  Options Answers
of modal
A. Demographics and Background

Q1  Gender Male 86.4 -0.143 3 361
Q2 Age 30-39 313 0.693 5 361
Q3  Region Europe - Euro Area 47.1 0.643 6 361
Q4  Primary field of research/expertise Monetary policy 30.4 0.754 6 361
Q5  Sector w/ most experience in years Academia 59.3 0.449 4 361
Q20 Current position Researcher 68.9 0.312 4 360
Q17 Perceived stringency of MPP Somewhat stringent 47.2 0.564 5 360
B. Macroprudential Policy Tightening and Bank Lending
Q6  CCoB (short-term impact) Some decrease in lending 57.9 0.515 6 361
Q6  CCoB (long-term impact) Minimal to no change 48.5 0.601 6 361
Q7  Add. CB (short-term impact) Some decrease in lending 56.5 0.543 6 361
Q7  Add. CB (long-term impact) Minimal to no change 42.1 0.637 6 361
Q8 LTV (short-term impact) Some decrease in 56.8 0.556 6 361
housing loans
Q8 LTV (long-term impact) Some decrease in 471 0.619 6 361
housing loans
Q8  DSTI (short-term impact) Some decrease in 56.8 0.555 6 361
housing loans
Q8  DSTI (long-term impact) Some decrease in 429 0.659 6 361
housing loans
Q9  Side effect: cost (CR) Likely 53.7 0.539 5 361
Q9  Side effect: cost (LTV/DSTI) Unlikely 40.7 0.606 5 361
Q9  Side effect: rebalancing (CR) Likely 54.0 0.541 5 361
Q9  Side effect: rebalancing Likely 51.0 0.581 5 361
(LTV/DSTI)
Q9  Side effect: arbitrage (CR) Likely 44.9 0.627 5 361
Q9  Side effect: arbitrage (LTV/DSTI) Likely 424 0.647 5 361
C. Institutional Arrangement, Macroprudential and Monetary Policy Coordination
Q10 Under one roof Yes, the benefits 443 0.615 6 361
significantly outweigh
the costs
Q11 Benefits: knowledge sharing Significant benefits 58.7 0.456 6 361
Q11 Benefits: informal relations Some benefits 42.9 0.658 6 361
Q11 Benefits: capacity to act swiftly Significant benefits 44.6 0.607 6 361
Q12 Effects on: MPP stringency Somewhat higher 39.1 0.694 6 361
Q12 Effects on: lending Minimal to no change 41.6 0.663 6 361
Q12 Effects on: FS resilience Somewhat higher 44.6 0.664 6 361
Q13 Preferred objective Yes, financial stability, 36.3 0.736 6 361
but only temporarily
Q14 Mutual influence Yes, somewhat 514 0.359 4 360
Q15 Coordination desirable Yes, very 57.8 0.410 4 360
Q16 Conflict: time horizon Likely 52.2 0.550 5 360
Q16 Conflict: cycles Likely 51.9 0.552 5 360
Q16 Conflict: implementation delay Likely 43.1 0.607 5 360
Q18 LIRE & financial imbalances Yes, in both the short and 51.1 0.581 5 360
the long term
Q19 MP effective Somewhat effective 439 0.598 5 360

Note: The table presents the answer that occurs most often (modal answer), its share in the total, the dispersion of answers, the number of
options (possible answers for each question) and the number of responses collected for each question. The dispersion index is a standardized
Simpson (Herfindahl-Hirschman) Index defined as (HHI - 1/N)/(1 - 1/N) where HHI is a non-standardized Herfindahl-Hirschman Index and N
is the number of options. Abbreviations: MPP: macroprudential policy; CCoB: capital conservation buffer; Add. CB: additional capital buffers
above the 10.5% minimum capital adequacy ratio; LTV: loan-to-value limit; DSTI: debt service-to-income limit; CR: capital requirements; FS:
financial sector. Questions (panel C): Under one roof: Should the central bank conduct both monetary policy and macroprudential policy?
Benefits: How are the following likely to be beneficial to the policy decision-making process if the central bank conducts both monetary and
macroprudential policy? Effects on: How are the following likely to be different if the central bank conducts both monetary and macroprudential
policy? Preferred objective: If there is a conflict between achieving price stability and financial stability (i.e. they cannot both be achieved
at the same time), should a central bank favour one of the two? Mutual influence: Do macroprudential policy measures and monetary policy
measures influence each other? Coordination desirable: Is the coordination of macroprudential and monetary policy desirable for the economy,
regardless of the institutional arrangement? Conflict: To what extent are the following likely to result in a conflict between macroprudential
and monetary policy? LIRE & financial imbalances: Does a low interest rate environment contribute to a build-up of financial imbalances? MP
effective: Do you consider monetary policy measures effective in mitigating existing systemic risks?
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Regarding the interaction and coordination of macroprudential and monetary policy, almost all
respondents (98%) stated that the two policies somewhat influence each other and over 90% of
respondents believe that their coordination is very (47%) or somewhat (51%) desirable. It should
not be entirely surprising that there is agreement on this topic. Over time, the majority of
economists and policymakers has reached a general consensus that monetary and macroprudential
policy tools are not independent, as they affect both monetary and credit conditions via their effect
on asset prices, credit growth and financial risk-taking (Agénor et al., 2014; Malovand and Frait,
2017; Collard et al., 2017; Smets, 2014). The disagreement among policymakers is more on the
side of the analytical and policy approach taken to manage the interaction and assure the
effectiveness of each policy in achieving the two main objectives — financial stability and price
stability. This boils down to three strands of literature that have become dominant in the past
decade.

The first view, known as the modified Jackson Hole consensus, advocates for a clear separation of
price and financial stability. Specifically, central banks should primarily focus on achieving the goal
of price stability, whereas the financial stability objective should be tackled with macroprudential
policy measures (e.g. Blanchard et al., 2010; Smets, 2014). This view builds on the belief that the
objectives, measures, and transmission mechanisms of monetary and macroprudential policies can
be easily separated. By contrast, the second view considers price stability and financial stability to
be strongly intertwined and therefore inseparable, suggesting that policy coordination is desirable to
achieve the best economic outcome. Macro-financial linkages, creating feedback loops between the
real economy and the financial system, are at the core of this view (e.g. Brunnermeier and Sannikov,
2014). The third view, commonly referred to as the “leaning against the wind” strategy, proposes
taking the risks to financial stability into account in the conduct of monetary policy even when the
current forecast does not indicate any risks to price stability. Proponents of this view implicitly
acknowledge that macroprudential policy cannot fully address the existing or potential systemic
risks while monetary policy can be effective in this pursuit (e.g. Woodford, 2012).

Similar disagreement on the degree to which a central bank should take into account financial
stability concerns is also apparent from the responses we collected. Specifically, more than 36% of
respondents states that financial stability should be temporarily favored over price stability in the
event of a conflict between achieving the two objectives. A further 10% is of the view that financial
stability should always be favored. On the contrary, about 30% would favor price stability, either
temporarily (16%), or always (14%). We also find that respondents disagree on the effectiveness of
monetary policy in mitigating existing systemic risks. About 45% considers monetary policy
measures to be somewhat effective and a further 6% very effective in mitigating existing systemic
risks. Conversely, 32% of respondents consider monetary policy measures to be somewhat
ineffective in mitigating existing systemic risks and 16% of respondents even regard monetary
policy as being very ineffective in this pursuit.

Interestingly, while the views on the priority of objectives and policy effectiveness differ
significantly, the view of the risks associated with a prolonged period of low interest rates are
aligned. More than 80% of respondents state that keeping interest rates “low-for-long” contributes
to the build-up of financial imbalances. Over half of the respondents believe that the harmful
effects of a low interest rate environment (LIRE) can be expected to play out both in the short and
long term, while the remaining 30% expects the effects to be dominant either in the long term or in
the short term. These results add to the intensive debate that has escalated in recent years in many
advanced economies. Many studies warn against the unintended adverse effects of LIRE, which
could lead to a poor risk assessment and the increased vulnerability of financial systems. Malovana
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et al. (2020) provide a comprehensive review of the empirical literature on LIRE, summarizing the
financial vulnerabilities which may be created and fueled by low interest rates.

Last but not least, we asked the respondents to give the most likely reasons for the two policies to end
up in conflict. About two thirds of them consider the different length and/or depth of the business
and financial cycle and the different implementation horizons of the two policies to be the most
likely reasons. Such a view is in line with a strand of literature which shows that the length of the
business and financial cycles differs, with the financial cycle being typically longer (Drehmann and
Gambacorta, 2012). While macroprudential policy usually operates with a keen eye on the financial
cycle, monetary policy tries to mitigate business cycle fluctuations. A strategic conflict thus arises
in situations where the economy is at different stages of the financial and business cycle (Borio,
2014; Malovana and Frait, 2017). Furthermore, while monetary policy measures are implemented
immediately or with a short delay, macroprudential policy measures are often announced well in
advance and implemented with a relatively long delay.

4. The Relationship Between Macroprudential and Monetary Policy:
Implications for the Decision-Making Process

In this section, we present the basic results concerning expert views on the interaction, coordination
and institutional setup of macroprudential and monetary policy conditional on various respondent
characteristics. In order to aggregate respondents’ views and compare the outcomes from different
questions, we quantify the response options on a discrete scale between -1 and 1. We formulate our
questions as normative and hence, the positive values were generally assigned to agreeing responses
while the negative values represent disagreeing responses. NA is assigned to the “no opinion”
response option. We summarize the quantification of individual answers to all questions in Table A2
in the Appendix. The averages across all quantified responses to the questions related to the mutual
relationship between monetary and macroprudential policy are stored in Table 2. The first row
shows the mean quantified response of all respondents in our sample. The rest of the table then
provides a breakdown by different respondents’ characteristics.

According to the means of the quantified responses, we confirm that a majority of respondents
are in favor of having macroprudential and monetary policy under one roof: the mean response is
0.53, closely corresponding to the verbal answer “Yes, the benefits somewhat outweigh the costs”.
However, we identify a non-negligible heterogeneity in the responses across different respondent
characteristics. We find that the integration setup is favored more in Europe than in North America,
which may reflect the institutional setup that is currently dominant in each region. While in the US
the mandate for conducting macroprudential policy was given to a single independent committee
(the Financial Stability Oversight Council, FSOC)13 outside the central bank, the situation is a
little fuzzier in Europe, with varying degrees of central bank involvement across countries. In the
European Union, a single independent body tasked with macroprudential oversight (the European
Systemic Risk Board, ESRB)!4 was also established. Unlike its US counterpart, however, the ESRB
lacks direct enforcement powers; its role lies more in the monitoring and assessment of systemic
risks, and potentially issuing warnings and recommendations to national authorities. A significant
part of the powers related to the conduct of macroprudential policy has remained in the hands of
national central banks and regulatory bodies (Table AS). While inspecting intra-EU heterogeneity,

13 The FSOC, established in 2010 and chaired by the US Secretary of the Treasury, consists of the Chairman of the
Federal Reserve System and all the principal US regulatory bodies.

14 The ESRB, established in 2010 and chaired by the ECB president, consists of representatives from the ECB,
national central banks and prudential authorities of EU Member States, and the European Commission.
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we find that euro area and non-EA respondent views are fairly close. For instance, the integration
setup is perceived by both groups to have benefits which somewhat outweigh the costs, with a mean
response of 0.56 for euro area respondents and 0.52 for non-euro area respondents.

Next, relatively younger respondents favor the integration setup more than relatively older
respondents, with a mean response of 0.63 for the 20-29 age bucket and 0.47 for the over 59 age
bucket. This finding echoes our discovery that the integration setup has less support among
respondents in managerial positions who are more likely to be older both in our sample!® and in
general (Goergen et al., 2015; Talavera et al., 2018). A younger generation of managers can be
expected to draw more on the knowledge obtained during their recent studies, reflecting the newest
theoretical and empirical findings. On the other hand, more senior leaders can exhibit a
conservatism bias based on gained experience rather than new advancements in their field. As
such, experienced senior managers may tend to be less flexible, inclining towards solutions which
minimize potential risks but also proposing limited policy change (Bantel and Jackson, 1989;
Vroom and Pahl, 1971). Insights from our survey show that relatively older respondents may be
more reluctant to place the conduct of macroprudential policy alongside monetary policy in the
same institution, given a relatively limited cross-country comparable experience and targets.
Interestingly, the integration setup has the least support among those respondents who listed
monetary policy as their primary field of expertise (mean 0.52) as compared to those who listed
macroprudential policy (mean 0.60-0.63) or supervisory policy (mean 0.59-0.61).

Second, we calculated the mean quantified responses for a set of two questions on the mutual
influence of macroprudential and monetary policy and their coordination (columns 4 and 5). We
confirm that the vast majority of respondents believe that the two policies significantly influence
each other (mean 0.72) and consider their coordination to be very desirable (mean 0.66). Similarly
to the question on the institutional setup, we find the responses to be conditional on region, the
respondents’ age, professional position and primary field of expertise.  Relatively older
respondents, respondents from North America, those in managerial positions and those who cite
monetary policy as their primary field show the least support for the view that the two policies are
mutually dependent and their coordination is desirable. Not surprisingly, we find the responses on
the three questions (institutional setup, mutual influence and policy coordination) to be highly
dependent on each other, and reassuringly, the respondents’ views are largely consistent.

Third, we look closely at the potentially most polarizing set of three questions, those related to
the conflict between central banks’ objectives, the role of LIRE in fueling financial vulnerabilities
and the effectiveness of monetary policy in mitigating systemic risks (columns 2, 3, 6 and 7). We
quantify the “preferred objective” question in two different ways. Option A assigns positive values
(1 or 0.5) to answers favoring financial stability over the price stability objective and negative values
(-1 or -0.5) to answers favoring price stability over the financial stability objective. Option B then
assigns positive values to all agreeing answers, i.e. to all responses which prefer either of the two
objectives, and negative values to disagreeing answers, i.e. to all responses which do not choose
between the two.

15 Respondents in managerial positions are relatively older (average age of 50 years) than other respondents
(average age of 45 years).
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Table 2: Respondents Favor Keeping Both Policies Under One Roof

M @3] 3 C)) ) (0) N
Under one Preferred  Preferred Mutual Co- LIRE & MP
roof objective  objective  influence ordination financial  effective
(A) (B) desirable imbalances

Total 0.53 0.07 0.34 0.72 0.66 0.62 -0.04
Gender
Female 0.48 0.00 0.42 0.78 0.66 0.72 -0.12
Male 0.54 0.08 0.33 0.71 0.66 0.61 -0.03
Age
20-29 0.63 0.18 0.29 0.71 0.75 0.62 -0.12
30-39 0.53 -0.05%* 0.33 0.79%** 0.67 0.67 -0.11
40-49 0.54 0.03 0.34 0.68 0.74 0.57 -0.08
50-59 0.55 0.20%* 0.29 0.71 0.62 0.61 0.08*
Over 59 0.47 0.17 0.45 0.67 0.50 0.62 0.04
Region
Euro area 0.56 0.12 0.29 0.71 0.67 0.58 0.02
Europe excl. EA 0.52 0.05 0.32 0.73 0.65 0.70 -0.12
North America 0.36 0.01 0.55%* 0.74 0.50%* 0.58 -0.07
Other 0.58 0.00 0.36 0.71 0.72 0.65 -0.07
Position
Researcher 0.55 0.14%%* 0.34 0.72 0.67 0.64 -0.03
Expert/Analyst 0.54 -0.02 0.27 0.72 0.77 0.61 -0.08
Management 0.44 -0.15%* 0.40 0.69 0.52 0.56 -0.03
Primary field of expertise
Monetary policy 0.53 0.04 0.37 0.76%%* 0.67* 0.62 -0.01
Macroprudential policy - Banks 0.60%* 0.13* 0.30 0.75 0.72%%* 0.67 -0.04
Macroprudential policy - Other 0.63* 0.05 0.28 0.78* 0.77#%* 0.55 0.05
Supervision - Banks 0.59 0.11 0.31 0.72 0.76** 0.64 0.04
Supervision - Other 0.61 0.15 0.27 0.70 0.75%* 0.69 0.12*
Other 0.53 0.11 0.34 0.70 0.69 0.61 0.01
Experience in a given sector (more than 5 years)
Academia 0.51 0.10 0.35 0.73 0.67 0.64 0.02%*
Monetary authority 0.48 0.05 0.20 0.72 0.64 0.75 -0.21%*
Macroprudential authority 0.52 -0.06%* 0.31 0.69 0.59 0.59 -0.10
Other 0.64* 0.14 0.28 0.73 0.71 0.71 0.15%*

Note: The table presents the averages of quantified responses across different categories of respondent’s background factors.
The quantification of responses means that verbal answers were converted into numerical values. Respondents were asked
various questions in the areas of macroprudential and monetary policy interaction, coordination and institutional arrangement.
The responses were quantified on a discrete scale between 1 and -1, with positive numbers usually assigned to agreeing
responses and negative numbers to disagreeing responses. NA is assigned to the “no opinion” answer. Table A2 in the Appendix
summarizes the quantification of all the responses in the questionnaire. We perform two non-parametric statistical tests, the
Mann-Whitney-Wilcoxon test and the Kruskal-Wallis test, to decide whether there are significant differences between the
groups of respondents. Both tests give the same results. The null hypothesis of both tests states that there is no significant
difference between the groups. If the p-value is less than the significance level, we can conclude that there are significant
differences between the groups. *** p < 0.01, ** p < 0.05, * p < 0.1. Please see the note below Table 1 or Appendix A for the
full wording of the questions. Preferred objectives A and B: The responses to the questions on favoring a particular objective
are quantified in two different ways. Option A assigns positive values to the responses favoring the financial stability objective,
while negative values are assigned to responses favoring the price stability objective. Option B assigns positive values to all
agreeing responses (i.e. responses favoring either of the objectives), with negative values assigned to disagreeing responses (i.e.
the opinion that neither objective should be favored).
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Regarding the potential conflict between the two objectives, the majority of respondents believe
that one should be favored over the other (mean 0.34). Surprisingly, more respondents would give
preference to financial stability above the price stability, but the difference is rather small (mean
0.07). Again, we find a substantial gap between the younger and older generations. Specifically,
relatively older respondents (and also respondents in managerial positions) are more in favor of
advancing one of the two objectives in the case of a conflict. This is another way of dealing with
a strategic conflict between the two policies and is generally more applicable in the case of the
separation setup, with each institution having a clear mandate and single objective (Nier et al., 2011).
Not surprisingly, we find that this particular strategy has more support among respondents from
North America where the separation setup has long tradition, whereas in Europe, the integration
setup appears to be favored more (Nier et al., 2011; Cassola et al., 2019; Edge and Liang, 2019).

Furthermore, the respondents generally acknowledge the potentially harmful effects of LIRE (mean
0.62), while they remain uncertain about whether monetary policy tools can be used to effectively
mitigate systemic risks (mean -0.04). We further find that respondents from European countries
outside the euro area stated that LIRE is harmful significantly more often than respondents from the
euro area. This may be linked to the recent literature showing that changes of monetary policy in
core countries are associated with substantial spillover effects to peripheries (Morais et al., 2019;
di Giovanni et al., 2017; Cao et al., 2021). The ECB has been keeping its main policy rates at
historically low levels since the GFC which may have spurred additional lending in peripheries
in line with the functioning of the international bank lending channel (Kashyap and Stein, 2000;
Cetorelli and Goldberg, 2012).

4.1 How Dependent Are Respondents’ Views on the Institutional Arrangement and
Interaction of Monetary and Macroprudential Policy?

In the next step, we aim to verify the consistency and possible linkages between the individual
questions. Since the discrete rating scale used in the questionnaire produced only an ordinal
measurement of respondents’ perceptions, we use nonparametric, or “distribution-free”, statistical
techniques to analyze the questionnaire data. We estimate contingency coefficients to assess the
dependency between responses to question pairs. Unlike the correlation coefficient, the
contingency coefficient cannot be used to assess the direction of the dependency, only its strength.
Therefore, we complement the contingency analysis with ordinal logistic regressions from which
we obtain the probability that respondents would answer two specific questions in a specific way.
This can inform us on how probability changes (i.e. decreases or increase) depending on the
different answers selected by the respondents. Details on logistic regression, including the
estimation results, are in the Appendix B.

We document a significant dependency between the opinions related to the institutional setup and the
joint conduct of monetary and macroprudential policy (Table 3). High dependency, as indicated by
high and statistically significant contingency coefficients, suggests that respondents are consistent
in their answers throughout the questionnaire. Probability plots, obtained from ordinal logistic
regression, show that respondents who think that central banks should conduct both macroprudential
and monetary policy are presumably more likely to also think that the two influence each other and
their coordination is desirable, holding other responses at their mean values (Figure B1, first row).
We also find statistically significant dependency between answers relating to the institutional setup
and the answer related to the preferred policy objectives in conflicting situations.
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Table 3: Respondents’ Views on the Arrangement of the Two Policies are Strongly Dependent

Under one Preferred Mutual Co- LIRE & MP
roof objective influence ordination financial effective
desirable imbalances
Under one roof 1
Preferred objective 0.41%#%* 1
Mutual influence 0.35%%* 0.25 1
Co-ordination desirable 0.5]%** 0.35%** 0.90%** 1
LIRE & financial imbalances 0.26 0.30 0.80%** 0.82%:** 1
MP effective 0.34%* 0.45%%* 0.82%3#:* 0.83%3#:* 0.8 %% 1

Note: The table presents Pearson’s Chi-squared contingency coefficient and the p-value of Pearson’s Chi-squared test. The null
hypothesis of the test states that variables and their categories are independent. The contingency coefficient is standardized and
corrected to lie between 0 and 1 so that it is independent of both the sample size and the number of categories (responses to
individual questions), i.e. a higher coefficient means higher dependency. *** p < 0.01, ** p < 0.05, * p < 0.1. Please see the
note below Table 1 or Appendix A for the full wording of the questions.

The highest dependency in terms of the size of the estimated contingency coefficients is found
among the questions on the mutual influence of monetary and macroprudential policy conduct, the
desirability of their coordination, respondents’ views on the potentially harmful effects of LIRE and
the effectiveness of monetary policy to address systemic risks. This dependency is quite natural. If
one policy conduct is inseparable from the other and respondents acknowledge this, the coordination
of their actions could be viewed as a way of mitigating welfare losses from conflicting situations.
We estimate that respondents who state that monetary and macroprudential policy influence each
other have close to 98% probability to also state that their coordination is desirable, holding other
variables at their mean values (Figure B1, fourth row).

4.2 What Are the Likely Effects of Integrating Macroprudential Policy in the Central
Bank?

In this subsection, we check whether the respondents’ view on the institutional setup and the
coordination and conflict between macroprudential and monetary policy is dependent on other
factors drawn from the survey responses (Table 4). First, we ask for the respondents’ opinion on
the likelihood that the following factors would be beneficial to the policy decision-making process
if the central bank were to integrate macroprudential and monetary policy: (i) data and knowledge
sharing, (ii) informal relations, and (iii) the capacity to act swiftly. While we formulate the
question in a normative way, we allow respondents to mark the factor as either beneficial or costly,
for example, complicating the decision-making process. We also retain the “no opinion” option as
a potential response. We estimate the contingency coefficients between pairs of questions and
document a high degree of dependency between the preferred institutional setup and all three
factors listed above. Judging from the size of the estimated contingency coefficient, the highest
dependency is observed between the third factor — the capacity to act swiftly — and the
respondent’s opinion on the institutional setup. It can be expected that respondents with a strong
opinion on the “best” institutional setup would also have a strong opinion on whether it is
beneficial or detrimental to the policy decision-making process. For example, there is an almost
99% probability that those respondents who expressed their preference for the integration setup
also stated that the benefits arising from the capacity to act swiftly is likely or very likely, holding
other variables at mean values (Figure B2, panel A).

Drawing on the existing literature, the information flows needed for the successful conduct of both
policies are interlinked, and in many cases, the data outputs and expertise developed in one policy
department serve as an input for decision-making in the other department (Nier et al., 2011;
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Buttigieg and Bamber, 2020). As such, the integration setup makes it possible to fully exploit
beneficial information spillovers (Beau et al., 2012). However, from an administrative point of
view, it also entails economies of scale contributing to significant cost reduction (Ampudia et al.,
2019). Moreover, having macroprudential and monetary policy under one roof fosters cooperation
among experts while, at the same time, providing the basis for building both formal and informal
relationships (Nier et al., 2011; IMF, 2011). Further, central banks with an integrated
macroprudential framework have the capacity to use macroprudential instruments more swiftly
(Lim et al., 2013b).

Table 4: Respondents Perceive the Significant Benefits of Joint Monetary and Macroprudential
Policy Conduct While Also Acknowledging the Reasons for the Conflict

Benefits Effects on Conflict

Knowl. Informal Acting MPP  Lending FS Time Cycles Delay

sharing relations swiftly stringency resilience horizon
Under one roof 0.56%**  (Q.5%%*k (.61**%* (5%k* (4]1*%*¥k (.62%** (.33* 0.33* 0.33*
Preferred objective 0.34%* 0.30 0.33*%  037%** (36%**k (.35%% (.37%%* 0.27 0.32
Mutual influence 0.34%* 0.25 0.29 0.28 0.23 0.28 0.83%** (.83%** (), 82%**
Co-ordination desirable 0.36%** (. 35%*k* () 44%** 0.27 0.23 0.34%*  (0.82%** (. 82%** () 8]***
LIRE & financial imbalances 0.23 0.28 0.27 0.33* 0.30 0.28 0.79%*% (0, 79%** (), 78%**
MP effective 0.33* 0.27 0.34%*  0.36%* (0.42%*%* (43%*%* (80*F** (.81%** (.80%**

Note: The table presents Pearson’s Chi-squared contingency coefficient and the p-value of Pearson’s Chi-squared test. The null
hypothesis of the test states that variables and their categories are independent. The contingency coefficient is standardized and
corrected to lie between 0 and 1 so that it is independent of the sample size as well as the number of categories (responses to
individual questions), i.e. a higher coefficient means higher dependency. *** p < 0.01, ** p < 0.05, * p < 0.1. Please see the
note below Table 1 or Appendix A for the full wording of the questions.

Second, we ask whether the respondents believe the following factors would change if
macroprudential policy were integrated in the central bank: (i) stringency of macroprudential
policy, (ii) provision of bank lending, and (iii) financial system resilience. The respondents may
choose from the following options: significantly, somewhat higher or lower, minimal to no change,
or no opinion. Respondent opinion on the institutional setup is found to be closely correlated with
all three factors considered, with the highest link found with the third factor — change in the
resilience of the financial system. The probability plot in Figure B2, panel B confirms that those in
favor of the integration setup are more likely to mark the increase in financial sector resilience as
likely or very likely. On the contrary, those more in favor of the separation setup would more
probably mark unlikely or very unlikely.

Central banks, via their role as “lender of last resort”, have strong incentives to prevent financial
crises (Smets, 2014). As such, if it is in their arsenal, they can pursue a more stringent
macroprudential policy than a separate regulatory body. The effect of the institutional setup on
bank lending is not easy to quantify. However, we can at least hypothesize that it is negative, as
implied by the previous premise that the integration setup results in more stringent macroprudential
policy. Previous studies have shown that more stringent macroprudential policy is associated with a
decrease in the provision of bank lending (Akinci and Olmstead-Rumsey, 2018; Alam et al., 2019).
Regarding financial system resilience, the separation setup increases the risk of uncoordinated
actions which in turn makes the emergence of systematically important institutions as well as
systemic risks as a whole more probable (Cecchetti and Kohler, 2014; Bodenstein et al., 2019).

Third, we ask the respondents for their view on the extent to which the following factors are likely
to result in a strategic conflict between macroprudential and monetary policy conduct: (i) a different



Macroprudential Policy in Central Banks: Integrated or Separate?
Survey Among Academics and Central Bankers 19

time horizon, (ii) a different length and/or depth of the business and financial cycle, and (iii) a delay
in policy implementation. Again, the respondents may select the factor on a scale from likely to
unlikely or no opinion. We find that these factors are strongly tied to the respondents’ opinion on the
mutual dependency of monetary and macroprudential policy conduct, their coordination, the effects
of LIRE on financial imbalances, and monetary policy effectiveness in mitigating existing systemic
risk. Interestingly, the probability plots indicate that those respondents who favor the separation
setup are more likely to respond that conflicts between monetary and macroprudential policy arising
from the different above-mentioned factors are likely or very likely (Figure B2, panel C).

As emphasized by Drehmann and Gambacorta (2012) and Borio (2014), the financial and business
cycle are largely different which may lead to a conflict between monetary and macroprudential
policy conduct. Similarly, the fact that macroprudential policy tools are usually implemented
gradually to avoid unnecessary shocks to bank capital (Kashyap et al., 2010) contrasts with the
immediate effect of monetary policy decisions (Malovand and Frait, 2017). Many studies shows
that LIRE may increase the vulnerability of the financial sector (Malovand et al., 2020). The
harmful effects include, but are not limited to, increased bank leverage and excessive lending
(Dell’ Ariccia et al., 2014; Jorda et al., 2015), the reallocation of financial intermediation to
non-banks (Cizel et al., 2019; Hodula et al., 2020; Irani et al., 2021), the compression of term
premiums and risk premiums on various asset classes and credit (Hanson and Stein, 2015; Adrian
et al., 2014), and moral hazard (Heider et al., 2019). The coordination of monetary policy and
macroprudential policy is likely to be crucial when interest rates are low for too long. That said,
many studies show that coordinating the two policies is easier under the integration setup (Paoli
and Paustian, 2017; Bodenstein et al., 2019; Carrillo et al., 2021).

4.3 What Are the Implications for the Relationship Between Macroprudential Policy and
Bank Lending?

The relationship between macroprudential policy and the provision of bank credit is of utmost
interest to policymakers and, to some extent, may be influenced by the institutional setup. Studies
show that under the integration setup, macroprudential policy figures more often (Lim et al.,
2013a). We now examine how the respondents’ preferred institutional setup and their views on the
mutual interplay between macroprudential and monetary policy relate to their opinion on the likely
impact of regulatory tightening on the provision of bank credit.

To gain perspective, we first examine the respondents’ opinions on the relationship between
macroprudential policy and bank lending independently of their preferred institutional
arrangement. Similarly to the previous set of questions, we calculate the mean quantified responses
and analyze the role of different demographic and professional background characteristics. We
then explore the contingency (dependency) between the two sets of questions, searching for
potential relationships and determinants.

We differentiate between capital- and borrower-based macroprudential policy tools in our questions.
Specifically, we are interested in the perceived impact of introducing a capital conservation buffer
(CCoB) and increasing additional capital buffers as well as introducing or further decreasing LTV
and DSTI limits. We distinguish between these individual macroprudential instruments, i.e. we
do not ask the respondent about their joint effect because prior knowledge of these instruments as
well as the existing literature suggest that their effects on lending differ. The different impact of
introducing a CCoB compared to increasing additional capital buffers is implied by its permanent
nature while the changes of other capital buffers can be only temporary. In terms of borrower-based
measures, Claessens et al. (2013) and Cerutti et al. (2017) suggest that the effect of LTV limits
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differ from the effect of DSTI limits in the sense that DSTI limits lead to slightly negative credit
growth while no such evidence can be found for LTV limits. The collected responses are quantified
so that “significant or some increase in lending” answers are assigned positive values (1 or 0.5)
and “significant or some decrease in lending” negative values (-1 or -0.5); zero is assigned to the
“minimal to no change” answer while NA is used to denote ‘“no opinion”. Table A6 in the Appendix
summarizes the quantified mean responses across all questions, while Table 5 stores the contingency
coefficients.

Table 5: Respondents Are Consistent in Their Assessment of the Impact of Tighter
Macroprudential Policy on Bank Lending

Capital-based measures Borrower-based measures

CCoB CCoB Add.CB Add.CB LTV (ST) LTV (LT) DSTI DSTI

(ST) (LT) (ST) (LT) (ST) (LT)

Under one roof 0.47%%%  0,36%*  (.44%** 0.32 0.30 0.24 0.34%* 0.26

Preferred objective 0.35%* 0.19 0.36%* 0.27 0.29 0.28 0.24 0.23

Mutual influence 0.38%#%k  (),38%*:* 0.34%* 0.41%*% (), 3% 0.31%* 0.34%* 0.27
Co-ordination desirable 0.30 0.36%%#:* 0.34%* 0.40%#% (0, 37%%%k (), 37%%% 0.31%* 0.32:%*
LIRE & financial imbalances 0.34* 0.29 0.35%* 0.37%%% (. 41%%x (. 43%%kx () 4Q%** () 4f%**
MP effective 0.47%%% 4754k (), 54%%%k () 57kkE () S]FHE () 48%Hk () 4O%HE (), 42%%*

Note: The table presents Pearson’s Chi-squared contingency coefficient and the p-value of Pearson’s Chi-squared test. The null
hypothesis of the test states that variables and their categories are independent. The contingency coefficient is standardized and
corrected to lie between 0 and 1 so that it is independent of the sample size as well as the number of categories (responses to
individual questions), i.e. a higher coefficient means higher dependency. *** p < 0.01, ** p < 0.05, * p < 0.1. Please see the
note below Table 1 or Appendix A for the full wording of the questions.

As indicated by the quantified mean responses, the respondents believe that by following a
macroprudential policy tightening, the provision of lending would decrease. This is in line with the
influential string of literature which empirically shows that more stringent macroprudential
regulation leads to falling household credit growth (Alam et al., 2019) as well as overall bank
credit growth (Akinci and Olmstead-Rumsey, 2018).

While inspecting the heterogeneity of responses based on demographic or professional background,
we observe that the respondents with monetary policy listed as their primary field of expertise report
stronger downward pressure of capital-based measures on bank lending. Similarly, respondents
from North America report stronger effects on lending than those in Europe.'® Furthermore, within
Europe, respondents in the euro area countries report stronger effects of macroprudential policy
than those outside the euro area. The observed heterogeneity of responses concerning capital-based
measures contrasts with the rather homogeneous responses regarding the likely effects of borrower-
based measures.

We assume that respondents’ opinions about the institutional setup and policy coordination could
depend on their views on the effects of macroprudential policy on bank lending. Financial (credit)
conditions are important not just for macroprudential policymakers, but for monetary policymakers
as well (Woodford, 2012; Malovand and Frait, 2017; Adrian and Liang, 2018). Table 5 shows the
estimated contingency coefficients. We generally observe strong dependency between respondents’
views on the links between monetary and macroprudential policy and coordination on one hand and

16 Ambrocio et al. (2020) found the same pattern in the North American—European relationship. They argue that
it is driven by the fact that the same capital requirements would be less pervasive for US banks than for European
banks due to accounting differences (Wall, 2017). To achieve the same level of capital restrictions, respondents
from North America prefer more stringent capital regulation and this might affect their perception of the effects of
such regulation on bank lending.
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their priors on the effect of different macroprudential policy tools on bank lending on the other.
While inspecting the probability plot of the responses, we find that the respondents’ views on the
institutional setup do not determine their prior intuition on the likely effects of macroprudential
policy on bank lending (Figure B3).

5. How Do Background Factors Influence Respondents’ Opinions?

The collected data on the respondents’ background factors, such as the region in which they reside,
their age, their field of research and expertise and their professional experience allow us to check
whether these factors affect the respondents’ answers. We have already discussed a number of
these factors individually earlier in the paper. We now explore a combination of the respondents’
characteristics or to zoom in on some specifics which can reveal additional patterns in the formation
of the respondents’ views and help us to identify the underlying determinants of the differences in
their opinions. As a result, we define ten groups of respondents, compare their quantified mean
response to the set of key questions and test for statistically significant differences between the
groups (Table 6).!7

The answers of the selected groups of respondents lay additional support to the findings presented
in the paper and confirm the consistency of the respondents’ views. The analysis shows that the
integration setup has least support among researchers from North America (R3), respondents in
managerial positions working in the euro area (R4) and respondents who work exclusively in the
field of monetary policy (R8). The integration setup has the highest rate of support among
researchers from the euro area (R1, R2) and respondents with work experience gained solely in
academia (RS5). The respondents’ views on the preferred institutional setup mimic their views on
whether the monetary and macroprudential policy influence each other and whether their
coordination is desirable. =~ While the mean quantified responses come out positive for all
respondent groups, significantly smaller mean values are reported for researchers from North
America (R3) as well as monetary policy practitioners (R8). Unsurprisingly, respondents who
work or conduct research in the field of monetary policy (R8) would be significantly more in favor
of the price stability objective than other respondent groups in the case of a policy conflict.

The documented differences between the responses of certain groups can be explained from multiple
angles. For instance, the dichotomy between the answers of respondents in managerial positions
and the rest of the respondents can be attributed to the existence of a conservatism bias (Bantel
and Jackson, 1989; Vroom and Pahl, 1971). The fact that respondents with a monetary policy
background answer questions about the effects of monetary policy differently than the rest of the
respondents may be due to a confirmation bias (Nickerson, 1998). A related piece of evidence is
supplemented by Fabo et al. (2021). They find that central bank researchers tend to find quantitative
easing to be more effective than academic papers do. They list career concerns, conducts of action
that support a bank’s reputation and confirmation bias as possible channels to explain their findings.

17 We began with a cluster analysis, where we let the data “speak” in terms of identifying groups of respondents.
However, as our sample size is relatively low, the resulting clusters were not representative and did not allow us to
identify a homogeneous group.
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Table 6: Quantified Mean Responses of Different Groups of Respondents

Under one Preferred  Preferred Mutual Co- LIRE & MP
roof objectives objectives influence ordination financial  effective
(A) B) desirable imbalances
Total 0.53 0.07 0.34 0.72 0.66 0.62 -0.04
Region, position and primary field
R1 EA; researcher; MP field 0.58 0.19* 0.29 0.75 0.68 0.61 0.12%*
R2 EA; researcher; not in MP 0.67* 0.19 0.35 0.69 0.81 0.68 0.00
field
R3 North America; researcher 0.36 0.17 0.48 0.72 0.53 0.62 -0.14
R4 EA; management 0.46 -0.06 0.35 0.63 0.38* 0.44 -0.08
Academic experience
R5 Only academic exp. 0.61 0.21%%* 0.50%%* 0.70 0.61 0.58 0.01
R6 Both exp. 0.52 0.06 0.27%%** 0.72 0.69%#* 0.68** -0.04
R7 Only non-academic exp. 0.46 -0.11%* 0.39 0.74 0.58 0.43%%%* -0.13
Monetary policy as primary field
R8 Only MP field 0.40%* -0.14%%* 0.47* 0.68 0.52%* 0.53 0.03
R9 Both fields 0.58 0.11 0.33 0.79%#%* 0.73%#%%* 0.65 -0.03
R10 Only non-MP field 0.54 0.12 0.28 0.64#%%* 0.63* 0.63 -0.10

Note: This table compares the mean quantified responses for different groups of respondents identified by a combination of
selected characteristics. We perform two non-parametric statistical tests, the Mann-Whitney-Wilcoxon test and the Kruskal-
Wallis test, to decide whether there are significant differences between the groups of respondents. Both tests give the same
results. The null hypothesis of both tests states that there is no significant difference between the groups. If the p-value is
less than the significance level, we can conclude that there are significant differences between the groups. *** p < 0.01,
** p <0.05, * p<0.1. Groups of respondents: R1: researchers from the euro area citing monetary policy as their primary
field of research/expertise (76); R2: researchers from the euro area not citing monetary policy as their primary field of
research/expertise (43); R3: researchers from North America (29); R4: respondents in managerial positions from the euro
area (26). The four groups: 174 out of a total of 361 (48%). RS: respondents with academic experience only (1 year and more)
(83); R6: respondents with both academic and non-academic experience (224); R7: respondents with non-academic experience
only (53); R8: respondents citing monetary policy as their only primary field of research/expertise (64); R9: respondents citing
both monetary policy and another field as their primary field of research/expertise; (172); R10: respondents citing a field other
than monetary policy as their primary field of research/expertise (125).

6. Conclusions

In a survey of experts from academia, central banks and other regulatory institutions worldwide,
we find remarkable support for integrating macroprudential policy under the umbrella of the central
bank. Specifically, we discover that the likely reasons behind the strong support of the integration
setup are: (i) the widely shared opinion among the respondents on the strong interdependence of
monetary and macroprudential policy conduct, (ii) information gains stemming from the fact that the
data outputs and expertise developed in one policy department may serve as an input for the decision
making in the other department, and (iii) increased capacity to act swiftly in response to conflicting
situations. In addition, we find that respondents who are more in favor of the integration setup
would favor the financial stability objective of a central bank over its price stability objective in the
case of a strategic conflict. The same respondents also acknowledge more strongly than others that
a low interest rate environment fuels financial vulnerabilities, implicitly increasing systemic risks.
Interestingly, we find that while the integration setup enjoys the support of most of our respondents,
those who are relatively older and identified themselves as being in managerial positions show
significantly less support, along with respondents who work or conduct research in monetary policy.
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Our findings are largely related to the emerging literature on the interactions stemming from
monetary and macroprudential policy conduct. The findings from our survey support the view
stemming from game theoretic studies which overwhelmingly claims that the situations under
which economic welfare is maximized are those where the policies show a high degree of
coordination or even a situation in which macroprudential policy takes the lead.

International institutions usually support assigning the central bank a greater role in
macroprudential policy, but they are understandingly reluctant to make a strong case for one
particular institutional setup. While the results of our survey clearly support the integration setup,
we agree with the existing literature that country-specific factors play an important role and should
be taken into account when designing a macroprudential policy framework. We hope that our soft
evidence will benefit the ongoing discussions in many countries which are in the process of
revising their institutional frameworks.
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Appendix A: Additional Results

Table Al: Distribution of Responses to Individual Questions

Question Response No. Obs. % Share
A. Demographics and Background

Female 45 12.5

Q1 What gender do you identify as? Male 312 86.4
Prefer not to answer 4 1.1

20-29 19 53

30-39 113 31.3

Q2 What is your age? 40-49 104 28.8
50-59 78 21.6

Over 59 47 13.0

Euro Area 170 471

Q3 Please indicate region in which you currently Europe excl. EA 80 222
reside professionally. North America 40 11.1
Other 71 19.7

Researcher 248 68.9

Q20 Please indicate your current position (choose  Expert/Analyst 53 14.7
the most relevant one). Management 52 14.4
Prefer not to answer 7 1.9

Monetary policy 236 65.4

Macroprudential policy - Banks 177 49.0

Q4 Please indicaFe your primary field of research I;{igggg‘ggr_ltg;ﬁl?:wy - Other 2(9) ;213
and/or expertise. Supervision - Other 53 14.7
Other 142 39.3

Academia 218 60.4

Q5 Professional experience above 5 years in each Monetary authority 58 16.1
of the following sectors. Macroprudential authority 109 30.2
Other sector 61 16.9

B. Macroprudential Policy and Bank Lending

Q6 What is the most likely impact of additional 2.5 percentage points of capital conservation buffer above the 8% on the

provision of bank lending?

Qba Short-term impact (the build-up phase)

Long-term impact (until the buffer is
released or used)

Q6b

Significant decrease in lending 38
Some decrease in lending 209
Minimal to no change 86
Some increase in lending 10
Significant increase in lending 2
No opinion 16
Significant decrease in lending 13
Some decrease in lending 102
Minimal to no change 175
Some increase in lending 45
Significant increase in lending 9
No opinion 17

10.5
579
23.8
2.8
0.6
4.4

3.6
28.3
48.5
125

2.5

4.7

Q7 What is the most likely impact of additional 2.5 percentage points of any of these capital buffers above the 10.5% on

the provision of bank lending?

Q7a Short-term impact (the build-up phase)

Long-term impact (until the buffer is

Q7b released or used)

Significant decrease in lending 59
Some decrease in lending 204
Minimal to no change 65
Some increase in lending 12
Significant increase in lending 1
No opinion 20
Significant decrease in lending 20
Some decrease in lending 118
Minimal to no change 152
Some increase in lending 42

Significant increase in lending 7
No opinion 22

16.3
56.5
18.0
33
0.3
55

55
32.7
421
11.6

1.9

6.1
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Continued Table Al.

Question Response No. Obs. % Share

Q8 What is the most likely impact of decreasing (i.e. tightening) LTV or DSTI limits on the provision of housing loans?

Significant decrease in housing loans 60 16.6
Some decrease in housing loans 205 56.8
Qsa LTV limit: Short-term impact Minimal to no change 43 11.9
(e.g. 1 year) Some increase in housing loans 22 6.1
Significant increase in housing loans 10 2.8
No opinion 21 5.8
Significant decrease in housing loans 32 8.9
Some decrease in housing loans 170 47.1
Q8b LTV limit: Long-term impact (until the Minimal to no change 103 28.5
limit is released) Some increase in housing loans 22 6.1
Significant increase in housing loans 11 3.0
No opinion 23 6.4
Significant decrease in housing loans 64 17.7
Some decrease in housing loans 205 56.8
08 DSTI limit: Short-term impact Minimal to no change 28 7.8
© (e.g. 1 year) Some increase in housing loans 23 6.4
Significant increase in housing loans 8 22
No opinion 33 9.1
Significant decrease in housing loans 45 12.5
Some decrease in housing loans 155 42.9
Q8d DSTI limit: Long-term impact (until the =~ Minimal to no change 97 26.9
limit is released) Some increase in housing loans 23 6.4
Significant increase in housing loans 6 1.7
No opinion 35 9.7
Q9 How likely are the following side effects of more stringent macroprudential policy measures?
Very likely 50 13.9
. . . . Likely 194 53.7
Qoa ggﬁer ovetralé 1tc)api(t.ail rzqulrements. Unlikely 38 244
1gher cost of bank fending Very unlikely 11 3.0
No opinion 18 5.0
Very likely 32 8.9
Lower borrower-based limits (LTV, le?ly 132 36.6
Q9% DSTD): Hich t of bank lendi Unlikely 147 40.7
): Higher cost of bank lending Very unlikely 25 6.9
No opinion 25 6.9
Very likely 72 19.9
Higher overall capital requirements: Likely 195 54.0
Q9% Portfolio rebalancing and distributional Unlikely 64 17.7
effects Very unlikely 3 0.8
No opinion 27 7.5
Very likely 58 16.1
Lower borrower-based limits (LTV, Likely 184 51.0
Qad DSTI): Portfolio rebalancing and Unlikely 72 199
distributional effects Very unlikely 9 2.5
No opinion 38 10.5
Very likely 81 22.4
. . . . Likely 162 449
Qe Il;h ghel:rtoverali) iapltal rleq;nriments. Unlikely 67 18.6
egulatory arbitrage and leakages Very unlikely 9 25
No opinion 42 11.6
Very likely 54 15.0
Lower borrower-based limits (LTV, lec?ly 153 424
Qof DSTI): Reeulat bit d leak Unlikely 90 24.9
): Regulatory arbitrage and leakages Very unlikely 15 49
No opinion 49 13.6
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Continued Table Al.
Question Response No. Obs. % Share
C. Institutional Arrangement, Macroprudential and Monetary Policy Coordination
Yes, the benefits significantly outweigh the costs 160 44.3
Yes, the benefits somewhat outweigh the costs 120 33.2
Q10 Should the central bank conduct both It does not matter 22 6.1
monetary policy and macroprudential policy? No, the costs somewhat outweigh the benefits 35 9.7
No, the costs significantly outweigh the benefits 15 4.2
No opinion 9 2.5

Q11 How are the following likely to be beneficial to the policy decisionmaking process if the central bank conducts both
monetary and macroprudential policy?

Significant benefits 212 58.7
Some benefits 118 327
. Minimal to no change 19 53
Qlla Data and knowledge sharing Some costs 3 08
Significant costs 4 1.1
No opinion 5 1.4
Significant benefits 87 24.1
Some benefits 155 429
. Minimal to no change 68 18.8
Ql1b Informal relations Some costs 30 83
Significant costs 7 1.9
No opinion 14 3.9
Significant benefits 161 44.6
Some benefits 122 33.8
. . Minimal to no change 40 11.1
Qllc Capacity to act swiftly Some costs 20 55
Significant costs 10 2.8
No opinion 8 2.2
Q12 How are the following likely to be different if the central bank conducts both monetary and macroprudential policy?
Significantly higher 32 8.9
Somewhat higher 141 39.1
. . Minimal to no change 88 24.4
Ql2a Stringency of macroprudential measures Somewhat lower 62 172
Significantly lower 6 1.7
No opinion 32 8.9
Significantly higher 16 4.4
Somewhat higher 92 25.5
.. . Minimal to no change 88 24.4
QI12b Provision of bank lending Somewhat lower 66 183
Significantly lower 2 0.6
No opinion 35 9.7
Significantly higher 68 18.8
Somewhat higher 161 44.6
. . - Minimal to no change 67 18.6
Ql12c Financial system resilience Somewhat lower 31 3.6
Significantly lower 7 1.9
No opinion 27 7.5
Yes, always financial stability 36 10.0
If there is a conflict between achieving price  Yes, always price stability 50 13.9
Q13 stability and financial stability (i.e. they Yes, financial stability, but only temporarily 131 36.3
cannot both be achieved at the same time), Yes, price stability, but only temporarily 57 15.8
should a central bank favour one of the two?  No 65 18.0
No opinion 22 6.1
Do macroprudential policy measures and Yes, significantly 168 46.7
. . Yes, somewhat 185 51.4
Q14 monetary policy measures influence each No 4 11

N
other? No opinion 3 0.8
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Continued Table Al.
Question Response No. Obs. % Share
Is the coordination of macroprudential and Yes, very 208 5738
. . Yes, somewhat 115 31.9
Q15 monetary policy desirable for the economy, No 3 8.9
regardless of the institutional arrangement? No opinion 5 1: 4
Q16 To what extent are the following likely to result in a conflict between macroprudential and monetary policy?
Very likely 85 23.6
Likely 188 522
Ql6a Different horizon of both policies Unlikely 63 17.5
Very unlikely 9 2.5
No opinion 15 4.2
Very likely 84 23.3
. Likely 187 51.9
Dl o bl iy Ca
Y Very unlikely 5 1.4
No opinion 19 53
Very likely 53 14.7
Delay between the announcement and Likely 155 43.1
Qléc implementation of macroprudential Unlikely 116 322
policy measures Very unlikely 11 3.1
No opinion 25 6.9
How would you describe the overall Very strmgent' 17 47
stringency of macroprudential policy Somewhat strlp gent 170 472
Q17 .. e e Somewhat lenient 122 33.9
measures applied in your jurisdiction before Verv leni
A . ery lenient 30 8.3
the Covid-19 pandemic? No opinion 21 58
Yes, but only in the long term 82 22.8
Does a low interest rate environment Yes, but only in the short term 38 10.6
Q18 contribute to a build-up of financial Yes, in both the short and the long term 184 51.1
imbalances? No 34 9.4
No opinion 22 6.1
Very effective 22 6.1
Do you consider monetary policy measures Somewhat effective 158 43.9
Q19 effective in mitigating existing systemic Somewhat ineffective 114 31.7
risks? Very ineffective 58 16.1
No opinion 8 2.2
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Table A2: Quantification of Verbal Responses to Numerical Values

Question Response Coding
a. Significant increase 1
The most likely impact of macroprudential b. Some increase 0.5
Q6-08 tightening (capital-based measures and ¢. Minimal to no change 0
borrower-based measures) on the provision ~ d. Some decrease -0.5
of bank lending e. Significant decrease -1
f. No opinion NA
a. Very likely 1
Side effects of more stringent b. lef.’.ly 0.5
Q9 . . c. Unlikely -0.5
macroprudential policy measures d. Very unlikely 1
e. No opinion NA
a. Yes, the benefits significantly outweigh the costs 1
b. Yes, the benefits somewhat outweigh the costs 0.5
Q10 The conduct of both monetary and c. It does not matter 0
macroprudential policy by one central bank  d. No, the costs somewhat outweigh the benefits -0.5
e. No, the costs significantly outweigh the benefits -1
f. No opinion NA
a. Significant benefits/Significantly 1
The benefits for the policy decision-making higher
QI1-Q12 process and the differences observed if both b, Some benefits/Somewhat higher 0.5
monetary and macroprudential policy are c. Minimal to no change 0
integrated in one central bank d. Some costs/Somewhat lower -0.5
e. Significant costs/Significantly lower -1
f. No opinion NA
c. Yes, price stability, but only temporarily -0.5
b. Yes, financial stability, but only temporarily 0.5
Q13 Favoring one goal in case of a conflict d. Yes, always price stability -1
(preferred objective A) a. Yes, always financial stability 1
e. No 0
f. No opinion NA
c. Yes, price stability, but only temporarily 0.5
b. Yes, financial stability, but only temporarily 0.5
Q13 Favoring one goal in case of a conflict d. Yes, always price stability 1
(preferred objective B) a. Yes, always financial stability 1
e. No -1
f. No opinion NA
a. Yes, significantly/Yes, very 1
Q14-Q15 Mutual influence and coordination of b. Yes, somewhat 0.5
macroprudential and monetary policy c. No -1
d. No opinion NA
a. Very likely 1
Reasons for a conflict between b. L1k§1y 0.5
Ql6 . . c. Unlikely -0.5
macroprudential and monetary policy d. Very unlikely 1
e. No opinion NA
a. Very stringent 1
. . - b. Somewhat stringent 0.5
Q17 rSet;H:)iec?eCr?t’(s)f mgc;o [;rudentlal policy in the c. Somewhat lenient -0.5
P junsdiction d. Very lenient -1
e. No opinion NA
a. Yes, but only in the short term 0.5
Contribution of a low interest rate b. Yes, but only in the long term 0.5
Q18 environment to a build-up of financial c. Yes, in both the short and the long term 1
imbalances d. No -1
e. No opinion NA
a. Very effective 1
Effectiveness of monetary policy in b. Somewhat effective 0.5
Q19 miticatine svstemic risks c. Somewhat ineffective -0.5
gating sy d. Very ineffective -1
e. No opinion NA
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Table A3: Primary Field of Research and Expertise (% Share of Respondents)

Primary field % share % share

(research) (non-research)
Monetary policy 22.13 9.68
Macroprudential policy — Banks 13.83 8.30
Macroprudential policy — Other 6.49 3.94
Supervision and regulation — Banks 8.40 2.66
Supervision and regulation — Other 4.15 2.23
Other 14.15 4.04

Note: This table summarizes information on the self-reported primary field of research and expertise of the respondents. The
first column presents the percentage share of respondents who declare that their primary field resides in research; the second
column presents the percentage share of respondents who stated that their primary field is not research related (expert/analytical
work). The respondents could select more than one field. For instance, they could select both researcher and expert/analyst in

the respective areas.

Table A4: Years of Professional Experience in a Given Sector (% Share of Respondents)

Sector % share  Average no. of Min. no. of Max. no. of

years years years
Academia 85.04 12.87 1.0 50
Central bank w/ macroprudential policy 44.32 8.93 0.3 40
Central bank w/o macroprudential policy 23.82 10.55 0.5 37
Macroprudential authority 5.54 6.20 1.0 20
Other public institution 25.76 6.53 0.5 35
Private financial sector 17.73 5.31 0.5 35
Private non-financial sector 9.70 5.84 0.7 48

Note: This table summarizes information on the self-reported number of years of professional experience of the respondents
in each of the sectors. The first column presents a percentage share of respondents who declare some (non-zero) experience in
the respective sector. The other three columns present the average, minimum and maximum number of years of professional

experience that respondents stated.



36 Simona Malovand, Martin Hodula, Zuzana Gric, and Josef Bajzik

Table AS5: Macroprudential Authorities in Different Countries

Country Central bank Macroprudential authority
1 AT  Austria National Bank of the Republic of Financial Market Stability Board
Austria
2 BE  Belgium Nationale Bank van Belgi¢ Nationale Bank van Belgié
3 BG  Bulgaria Bulgarian National Bank Financial Supervision Commission
4 CA  Canada Bank of Canada Bank of Canada
5 CY Cyprus Central Bank of Cyprus Central Bank of Cyprus
6 CZ  Czech Republic Cesk4 nérodni banka Ceské narodni banka
7 DE  Germany Deutsche Bundesbank Financial Stability Committee
8 DK  Denmark Danmarks Nationalbank Systemic Risk Council
9 EE  Estonia Eesti Pank Eesti Pank
10 ES  Spain Banco de Espana Macroprudential Authority Financial Stability
Council
11 FI  Finland Bank of Finland Financial Supervisory Authority
13 FR  France Bank of France High Council for Financial Stability
13 GR Greece Bank of Greece Bank of Greece
14 HR Croatia Hrvatska narodna banka Financial Stability Council
15 HU Hungary Magyar Nemzeti Bank Magyar Nemzeti Bank
16 CH Switzerland Schweizerische Nationalbank Schweizerische Nationalbank
17 IE  Ireland Central Bank of Ireland Central Bank of Ireland
18 IS Iceland Central Bank of Iceland Central Bank of Iceland
19 IT Italy Banca d’Italia Banca d’Italia
20 JP  Japan Bank of Japan Bank of Japan
21 LT Lithuania Lietuvos Bankas Lietuvos bankas
22 LU Luxembourg Banque Centrale du Luxembourg Systemic Risk Committee
23 LV  Latvia Latvijas Banka Latvijas Banka
24  MT Malta Central Bank of Malta Central Bank of Malta
25 NL  Netherlands De Nederlandsche Bank Financial Stability Committee
26 NO Norway Norges Bank Ministry of Finance
27 PL  Poland Narodowy Bank Polski Financial Stability Committee
28 PT  Portugal Banco de Portugal Banco de Portugal
29 RO Romania National Bank of Romania National Committee for Macroprudential
Oversight
30 SE  Sweden Sveriges Riksbank Swedish Financial Supervisory Authority
31 SK  Slovakia Narodna banka Slovenska Narodnd banka Slovenska
32 SL  Slovenia Banka Slovenije Financial Stability Board
33 UK  United Kingdom Bank of England Prudential Regulation Committee
34 US  United States Federal Reserve Board Financial Stability Oversight Council
Note: The table was prepared based on the ESRB’s List of national macroprudential authorities and national designated

authorities in EEA Member States and national central banks’ websites as of June 2021.
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Table A6: Quantified Mean Responses — Macroprudential Policy and Lending

(H @ (3) ) (%) (6) (N @)
Capital-based measures Borrower-based measures

CCoB CCoB Add.CB Add. CB LTV LTV DSTI DSTI
(ST) (LT) (ST) (LT) (ST) (LT) (ST) (LT)

Total -0.39 -0.09 -0.45 -0.15 -0.42 -0.28 -0.45 -0.32
Gender

Female -0.38 0.01* -0.38 -0.01%* -0.41 -0.27 -0.45 -0.29
Male -0.39 -0.11% -0.46 -0.17%* -0.41 -0.28 -0.45 -0.33
Age

20-29 -0.39 -0.14 -0.47 -0.34% -0.22% -0.16 -0.25 0.00%**
30-39 -0.39 -0.09 -0.44 -0.12 -0.45 -0.29 -0.52%* -0.35
40-49 -0.4 -0.09 -0.44 -0.16 -0.4 -0.28 -0.4 -0.32
50-59 -0.36 -0.06 -0.44 -0.12 -0.44 -0.28 -0.45 -0.34
Over 59 -0.46 -0.16 -0.52 -0.18 -0.41 -0.3 -0.44 -0.35
Region

Euro Area -0.41 -0.10 -0.47 -0.15 -0.41 -0.29 -0.45 -0.34
Europe excl. EA -0.30%%*  0.00%*  -0.39**  -0.08* -0.42 -0.26 -0.44 -0.36
North America -0.49* -0.16 -0.51 -0.16 -0.46 -0.27 -0.42 -0.24
Other -0.40 -0.15 -0.46 -0.23%* -0.40 -0.28 -0.48 -0.29
Position

Researcher -04 -0.11 -0.45 -0.15 -0.38% -0.27 -0.43 -0.29
Expert/Analyst -0.39 -0.05 -0.51 -0.19 -0.54* -0.29 -0.52 -0.39
Management -0.38 -0.06 -0.4 -0.1 -0.43 -0.33 -0.44 -0.37
Primary field of expertise

Monetary policy -0.42%%* -0.12 -0.47 -0.16 -0.41 -0.29 -0.45 -0.34
Macroprudential policy - Banks -0.38 -0.05%* -0.43  -0.10%*%*  -0.41 -0.28 -0.43 -0.32
Macroprudential policy - Other -0.32% -0.11 -0.39 -0.13 -0.33* -0.22 -0.37* -0.31
Supervision - Banks -0.38 -0.01%* -0.43  -0.05%*%*  -0.43 -0.26 -0.49 -0.28
Supervision - Other -0.37 -0.05 -0.44 -0.08 -0.32 -0.18%* -0.38 -0.23*
Other -0.42  -0.19%%% 047  -0.23%FF  -0.38 -0.29 -0.42 -0.33

Experience in a given sector (more than 5 years)

Academia -0.40 -0.12% -0.45 -0.17 -0.39 -0.26 -0.44 -0.31
Monetary authority -0.38 -0.1 -0.48 -0.19 -0.51 -0.3 -0.49 -0.35
Macroprudential authority -0.39 -0.04* -0.44 -0.08* -0.42 -0.27 -0.44 -0.34
Other -0.47*  -0.21%* -0.48 -0.25%* -0.42 -0.29 -0.41 -0.28

Note: The table presents the averages of quantified responses across different categories of respondents’ background factors.
The quantification of responses means that verbal answers were converted to numerical values. Respondents were asked to state
the most likely impact of more stringent macroprudential policy measures (capital-based or borrower-based) on the provision
of bank lending. The response options were as follows: significant increase, some increase, minimal to no change, some
decrease, and significant decrease. The responses were afterwards quantified as follows: 1, 0.5, 0, -0.5 and -1 respectively.
NA is assigned to the “no opinion” answer. Table A2 in the Appendix summarizes the quantification of all the responses in
the questionnaire. We perform two non-parametric statistical tests, the Mann-Whitney-Wilcoxon test and the Kruskal-Wallis
test, to decide whether there are significant differences between the groups of respondents. Both tests give the same results.
The null hypothesis of both tests states that there is no significant difference between the groups. If the p-value is less than
the significance level, we can conclude that there are significant differences between the groups. *** p < 0.01, ** p < 0.05,
* p < 0.1. Please see Appendix A for the full wording of the questions. Abbreviations: CCoB: capital conservation buffer.
Add. CB: additional capital buffers above the 10.5% minimum capital adequacy ratio. LTV: loan-to-value limit. DSTI: debt
service-to-income limit. ST: short-term impact (the build-up phase for capital requirements and one year for borrower-based
measures). LT: long-term impact (until the buffer is released or used for capital requirements and until the limit is released for
borrower-based measures).
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Appendix B: Ordinal Logistic Regression

Since our data is categorical and the answers to the individual questions are ordered logically, we
use ordered logistic regression to estimate the relationship between variables. The description of
the model can be found for example in Cameron and Trivedi (2005, p. 519) or Greene (2012, p.
763). To estimate the model, we use R function polr from package MASS (Agresti, 2002; Venables
and Ripley, 2002) to explore the relationship between the various questions in greater depth. The
estimation results are summarized in Tables B1-B3. The estimates are given in ordered log odds.

Next, we use R function Effect from package effects to create the probability plots and compare
probabilities across the response categories (Figures B1-B3). The probability plots make the
interpretation of our regression results more straightforward as they depict predicted probabilities
when the specific predictor is set to a concrete value and the rest of the variables are in their mean
values. Each row corresponds to one model specification from the related regression table. For
example, the first row of Figure B1 shows how the responses to the five questions (Preferred
objectives, Mutual influence, Coordination desirable, LIRE & financial imbalances, and MP
effective) affect the responses to the questions on keeping both policies under one roof. Consider
the first chart in the first row: there is about 60% probability that the respondents who answered
that financial stability should always be favored in case of a conflict (option a at x-axis) also stated
that the benefits of keeping both policies under one roof significantly outweigh the costs (dark blue
bar: option “Yes, significantly”), holding other variables at their means.
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Figure B1: Ordinal Logistic Regression — Probability Plot (1)

B Yes, significantly [ll It does not matter

No, significantly
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Dependent variable "MP Effective":

Under one roof

Objectives

Influence

B Very effective [l Somewhat effective [l Somewhat ineffective
Coordination

Very ineffective

No opinion
LIRE
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<)

a 0.25 0.25 0.25 0.25 0.25

0.00 0.00 0.00 0.00 0.00

a b c de f

a b c de

a b c d

Note: Each row corresponds to one model specification from Table B1. For ease of exposition, the responses to the questions
used as independent variables are coded on an alphabetical scale (see Table A2). We use R function Effect from package effects
to create the probability plot and compare probabilities across the response categories.
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Figure B2: Ordinal Logistic Regression — Probability Plot (2)

Panel A: Benefits of Keeping Macroprudential and Monetary Policy in One Central Bank
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Panel B: Differences if Macroprudential and Monetary Policy Are Kept in One Central Bank
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Continued Figure B2.
Panel C: Reasons for a Conflict Between Macroprudential and Monetary Policy

Dependent variable "Conflict (time horizon)": [l Very likely [l Likely [l Unlikely Very unlikely No opinion

Under one roof Objectives Influence Coordination LIRE
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Note: Each row corresponds to one model specification from Table B2. For ease of exposition, the responses to the questions
used as independent variables are coded on an alphabetical scale (see Table A2). We use R function Effect from package effects

to create the probability plot and compare probabilities across the response categories.
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Figure B3: Ordinal Logistic Regression — Probability Plot (3)
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Continued Figure B3.
Panel B: Borrower-Based Measures and Lending
Dependent variable "CCoB (ST)": B Slgn|f|<.:ant|ncrease B Minimal Slgnlﬁ.celznt decrease
B Some increase [ Some decrease No opinion
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Dependent variable "Add. CB (LT)" B Slgnlflgant increase [l Minimal Slgnlﬁ.ca.nt decrease
- Some increase "] Some decrease No opinion
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0.75 0.75 0.75 0.75
0.50 0.50 0.50 0.50
0.25 0.25 0.25 0.25
0 0.00 0.00 0.00 0.00
a b c d e a b c de a b c d a b c¢c d e

Note: Each row corresponds to one model specification from Table B3. For ease of exposition, the responses to the questions
used as independent variables are coded on an alphabetical scale (see Table A2). We use R function Effect from package effects
to create the probability plot and compare probabilities across the response categories.
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