Download

Keep in mind

En la revista Ensayos sobre Politica Econdmica (ESPE) divulgamos los resultados y las propuestas de
politica que surgen de investigaciones académicas realizadas en el Banco de la Republica. Cuando nos
lea, tenga siempre presente que el contenido de nuestros articulos, asi como los analisis y conclusiones
gue de ellos se derivan, son exclusiva responsabilidad de sus autores. El material divulgado en nuestra
revista ESPE no compromete ni representa la opinion del Banco de la Republica ni la de su Junta
Directiva.
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Abstract
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This paper assesses the choice of different regulatory policy instruments for crisis management and
prevention. To this end a two-period, rational expectations, monetary general equilibrium model with
commercial banks, collateral, securitization and default is contructed in order to explain the 2007-2009
U.S. financial crisis. The equilibrium outcome is characterized by a contagion phenomenon that
commences with increased default in the mortgage sector, and then spreads to the rest of the nominal
sector of the economy. The resuslts show that in times of financial distress accommodative monetary
policy mitigates housing crises, but it achieves only a partial improvement on financial stability.
Regulatory measures are the primary tools to achieve financial stability; capital requirements reduce
leverage in the banking sector, and induce banks to internalize (default) losses without taking a toll on
the taxpayer; margin requirements prevent excess leverage in the housing and derivatives markets, thus
containing the adverse effects of the housing crisis; and, liquidity requirements reduce banks” exposure
to risky assets, thereby promoting lending in times of financial distress and stemming house price

deflation.


http://www.tcpdf.org

