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Macroprudential Policies, Credit Expansion and Systemic Banking Crisis
—Based on International Empirical Evidence from 124 Economies
Wang Daoping, Zhang Yu and Guo Wenxuan
(School of Finance, Nankai University)

Summary: Since the 2008 international financial crisis, macroprudential policy has received extensive attention from in-
ternational organizations, national regulatory authorities, and academic circles. Macroprudential policies have also become the
most potent means for advanced and emerging economies to deal with financial shocks and prevent systemic risks. In practice,
macroprudential policies emphasize counter—cyclical and cross—sectoral regulation and use a series of intermediate targets as
anchors to achieve the ultimate goal of preventing and controlling systemic risks through the toolbox of macroprudential poli-
cies. The effectiveness and mechanism of macroprudential policies are the most important issues for regulators and academic
circles.

Based on the cross—country panel data of 124 economies from 1990 to 2017, this paper examines the effect of macropru-
dential policies on preventing systemic banking crises and explores the mechanism and heterogeneity. The results show that the
tightening macroprudential policy can reduce the probability of a systemic banking crisis. From the perspective of action
mechanism, the tightening macroprudential policy reduces the probability of a systemic banking crisis by restraining credit ex-
pansion. Regarding heterogeneity analysis, macroprudential policies are more effective in developed countries and countries
with a “market—oriented” financial system and a high degree of financial development. In addition, the effectiveness of mac-
roprudential policies varies at different stages of the economic cycle, and the effectiveness of preventing systemic banking crisis
is more effective in the upturn.

Compared with the existing research, the research value of this paper mainly has three aspects. Firstly, this paper focuses
on macroprudential policies’ prevention and action mechanisms for systemic bank crises considering the fact that the ultimate
goal of macroprudential policies is to prevent and control systemic risks. Secondly, based on international empirical data, this
paper analyzes the prevention effects of different macro—prudential policy tools on systemic banking crises, which has essential
policy significance for selecting macro—prudential policy tools. Thirdly, this paper further analyzes the mechanism of macro—
prudential policies and puts forward the mediating effect of credit expansion, which enriched the research on the mechanism of
macro—prudential policies.

Keywords: Macroprudential Policy; Credit Expansion; Systemic Banking Crisis
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