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How to think about borrower-based 
macroprudential regulation?
The objective is the economy, GDP, unemployment, hysteresis etc.

Two horizons to think about:

1. Cyclical
ÅIt is about risk-sharing, not a narrower vision of protecting bank balance-

sheet

2. Structural
ÅGE long-term structural causes of rising credit dominate in long-run – require 

structural changes



Credit-driven household demand channel



Credit expansion and subsequent GDP growth



GDP response to sectoral credit booms



Debt-forgiveness in the Great Recession



Debt relief, risk-sharing and recovery post-GFC



Rising inequality, rising debt, and falling rate


