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Motivation

The importance of the topic is based on:

◦ the high variety of macroprudential policies implemented by regulatory authorities 
in response to financial crises

◦  not all of the effects and connections of these measures were studied (e.g. cultural 
factors)

The research questions:

◦ How does the national culture influence the macroprudential policy actions’ 
tightness across the banking sector? 

◦ Which are the channels through which culture affects macroprudential policies?
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Background information (systemic events)

Systemic risk    Negative spillovers
Amplification mechanisms  Collapse of confidence
Contagion phenomena                    Asset bubbles

     

 From micro to macroprudential   From bail-ins to bailouts
regulation
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Previous studies



Findings – macroprudential policy actions

A large strand of the literature investigates their effects on financial stability 
(Claessens, Ghosh, and Mihet, 2013; Ghosh and Kumar, 2022), lending (Cerutti, 
Claessens, and Laeven, 2017), spread of negative spillovers of monetary 
policies within financial system (Coman, and Lloyd, 2022) or credit growth 
(Drehmann and Gambacorta, 2012). 

Macroprudential policy tightening is associated with lower bank credit growth, 
housing credit growth, and house price appreciation (Akinci & Olmstead-
Rumsey, 2018).

The main determinants of macroprudential interventions are considered the 
monetary policy (Lim et al., 2013; Boar et al., 2017) or electoral cycles (Sever 
and Yücel, 2022). 
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Findings – national culture

Previous studies showed that a higher level of individualism results in a higher 
level of risk taking by banks (Berger, 2020) and a lower level of deposits 
attracted, while trust and hierarchy are positively related to the level of deposits 
(Damtsa, 2019). 

Credit provision is also affected by the national culture, being higher in countries 
with higher collectivism, power distance, uncertainty avoidance, and masculinity 
scores (El Ghoul & Zheng, 2016). 

Banks have the tendence to offer the borrowers smaller loans at a higher interest 
rate especially when they are culturally distant (Giannetti & Yafeh, 2012).
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Data & Methodology



Data

A worldwide sample of 57 countries (six continents) over 2000-2020.

Data on macroprudential policy interventions are from the International 
Monetary Fund’s (IMF) Integrated Macroprudential Policy Database (iMaPP), 
originally constructed by Alam et al. (2019).
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MPPI Index

• The database incorporates a large spectrum of policy instruments classified into 23 
categories including capital, liquidity, activity-based, and borrower-based measures. 

Computation method of the MPPI Index:

• The components can take the following monthly values: -1 for loosening, 0 for 
maintenance, and 1 for tightening;

• sum of all component indices in each category, by country and quarter;
• computation of a cumulative index that aggregates the changes in policies over 

time (i.e., the MPPI index rises by one unit after a tightening event, maintains 
when no policy action is taken, and falls by one unit after a loosening event);
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Determinants

• Cultural values of Hofstede
• Power distance
• Individualism
• Masculinity 
• Uncertainty avoidance
• Long term orientation
• Indulgence

• Controls
• Banking market characteristics
• Macroeconomic characteristics



Methodology

• The tightness/looseness is estimated through a GLS model:

Y𝑐𝑐,𝑡𝑡 = 𝛼𝛼 + �
𝑖𝑖=1
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𝛽𝛽𝑖𝑖𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑖𝑖,𝑐𝑐 +  𝛾𝛾 ∗  𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵 controls𝑐𝑐,𝑡𝑡−1 +

𝛿𝛿 ∗  𝑀𝑀𝐵𝐵𝑀𝑀𝐶𝐶𝑀𝑀 𝑀𝑀𝑀𝑀𝐵𝐵𝐶𝐶𝐶𝐶𝑀𝑀𝐶𝐶𝑐𝑐𝑐𝑐,𝑡𝑡−1 + 𝜗𝜗𝑡𝑡 + 𝜀𝜀𝑐𝑐,𝑡𝑡 

• Y𝑐𝑐,𝑡𝑡 - the macroprudential policy index in country c in a given quarter (higher values 
= tighter policy)

• 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑖𝑖,𝑐𝑐 - the values of the six national culture indices (power distance, 
individualism, masculinity, uncertainty avoidance, long-term orientation, and 
indulgence).

• 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵 𝑀𝑀𝑀𝑀𝐵𝐵𝐶𝐶𝐶𝐶𝑀𝑀𝐶𝐶𝑐𝑐𝑐𝑐,𝑡𝑡−1 - banking sector controls which consist of Bank non-performing 
loans to Gross loans, Bank deposits to GDP, Bank Z-score, Bank return on assets, 
Government owned banks share, and the variation of Bank return on assets, 
Domestic credit to the private sector, Total assets to GDP.

• 𝑀𝑀𝐵𝐵𝑀𝑀𝐶𝐶𝑀𝑀 𝑀𝑀𝑀𝑀𝐵𝐵𝐶𝐶𝐶𝐶𝑀𝑀𝐶𝐶𝑐𝑐𝑐𝑐,𝑡𝑡−1 - macroeconomic controls which consist of GDP growth, 
Inflation, share of debt to GDP and a dummy variable for advanced vs. emergent 
countries.

• 𝜗𝜗𝑡𝑡  - region  fixed effects
• 𝜀𝜀𝑐𝑐,𝑡𝑡 -  standard error term clustered at country level

12



13

Results



Main results: The impact of culture on macroprudential 
tightness
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Method used: random 
effects generalized 
least squares (GLS)



Robustness check: 
alternative methodology, 
additional controls, 
alternative macroprudential 
policy index, alternative 
cultural measures
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Policy implications (I)

The effects of the 
supervisory framework 
on the relation between 
culture and 
macroprudential policy 
tightness: Independence 
of supervisory authority
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Policy implications (II)

The effects of the 
supervisory framework 
on the relation between 
culture and 
macroprudential policy 
tightness: Supervisory 
forbearance
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Policy implications (III)

The effects of the 
supervisory framework 
on the relation between 
culture and 
macroprudential policy 
tightness: Multiple 
supervisors
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Conclusions



Contributions to the literature

Our results suggest that policymakers should consider cultural heritage when imposing 
restrictions aiming to increase banks’ resilience, or limits that address borrowers’ 
vulnerabilities, and account for supervisory capacity.

As policy recommendation, our findings suggest that the cultural factors should be 
taken into consideration when the regulatory authorities implement different types of 
macroprudential policy tools. 
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