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Managing Price and Financial Stability Objectives — What Can
We Learn from the Asia-Pacific Region?

by
Soyoung Kim (Seoul National University) and
Aaron Mehrotra (Bank for International Settlements)
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— HP ¥ E (lambda = 400,000)
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Lowe, 2002, Borio and Drehmann (2009)
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reference point
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Inflation outcomes and credit gaps

Australia, Indonesia, Korea, New Zealand, Philippines and Thailand, 2000-Q3 2014 Graph 1
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Deviation of inflation from mid-point of target range?

X Inf within target range; credit-to-GDP gap above 6 ppct e Inf below lower bound of target range; credit-to-GDP gap below 6 ppct
% Inf within target range; credit-to-GDP gap below 6 ppct Inf above upper bound of target range; credit-to-GDP gap below 6 ppct

* Inf above upper bound of target range; ¢ Inf below lower bound of target range;
credit-to-GDP gap above 6 ppct credit-to-GDP gap above 6 ppct
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Inflation outcomes and credit gaps

Australia, Indonesia, Korea, New Zealand, Philippines and Thailand, 2000-Q3 2014 Graph 4
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Macroprudential policy actions in inflation targeting Asia-Pacific economies Table 3
Monetary Prudential Total

Tightening Loosening Tightening Loosening Tightening  Loosening
Australia 0 0 1 0 1 0
Indonesia 3 2 1 0 4 2
Korea 1 0 20 B 21 (¥}
Mew Zealand 2 0 0 0 2 0
Philippines 12 6 1 4 13 10
Thailand 1 2 4 1 5 3

1 Q1 2000 - Q2 2012. Monetary measures include reserve requirements, credit growth limits and liquidity requirements. Prudential measures

include maximum loan-to-value ratio, maximum debt-service-to-income ratio, risk weights on housing loans and loan-loss provisioning on

housing loans.

Source: Shim et al (2013).
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2 VAR (recursive contemporaneous zero
restrictions, Sims, 1980)
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— R ™M™ O|X}= (instrument)

— PP AHA AKX ML HE measure (instrument)
— CRD. £ (objective)

— CPIE 2AH|XF=71HX| 4= (objective)

— RGDP. A&l GDP

Q| HH=~: Federal funds rate, US &A1& GDP
270 Al K}

HA| AKX HEH measure: Shim et al (2013)
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Impulse responses from panel VAR model

RGDP CRD CPI PP R
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Note: The column headings denote the shocks and the row headings the responses of the indicated variable to each shock. RGDP = real
GDP, CRD = total credit, CPI = consumer price index, PP = macroprudential policy measure, R = policy interest rate. For example, the
impulse response in the first row, fifth column, shows the response of real GDP to an interest rate shock.

Sources: authors’ calculations.
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Impulse responses from panel VAR model

RGDP

CRD

CPI

PP

Note: The column headings denote the shocks and the row headings the responses of the indicated variable to each shock. RGDP = real
GDP, CRD = total credit, CPI = consumer price index, PP = macroprudential policy measure, R = policy interest rate. For example, the
impulse response in the first row, fifth column, shows the response of real GDP to an interest rate shock.

Sources: authors’ calculations.
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A taxonomy of macroprudential tools

Capital-based
tools
(Countercyclical —
Asset side capital buffer, Liabilities
tools |Euerage cap, ...) side tools
(LTV, DTI, ...) (Levy, caps...)
New New

Borrowers creditors
Borrowers Creditors

From Shin (2014)
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Monetary policy has similar impact to macroprudential policy

: Risk-taking
spg:EEi]ng channel of
monetary policy Determine
forward, or funding cost
postpone
New New
Borrowers creditors
Borrowers Creditors

From Shin (2014)
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