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Motivation

In the last years, Peru, as many other economies, had been active in
the use of macro-prudential tools carried out under the coordination
between Central Bank, Supervisory Authority of Banks and the Ministry
of Economy.

The purpose of the macro-prudential tools implemented in Peru had
been limiting the potential adverse effects of an excessive growth of
credit over the economy.

This paper evaluates the effectiveness of macroprudential policies using
micro data at the bank-client level. Main questions to be addressed:
What is the impact of MPP on credit? What is the impact of MPP on
bank risk? Do responses to macroprudential shock differ by types of
banks?



In the past, Peru faced an excessive
credit growth.

Macroprudential goal: Control the excessive credit growth
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Main macro-prudential tools implemented in Peru

Dynamic provisioning (SBS, Nov-2008).

Additional capital requirements for household debt according to the
type of credit and the currency granted. (SBS, Nov-2012).

Additional capital requirements for financial institutions that give
loans to agents that are exposed to exchange risk (SBS, Nov-2012).

Tighter liquidity requirements (SBS, Dec-2012).

Higher reserve requirements for deposits in foreign currency (BCRP).

Additional reserve requirements conditional on their evolution of
loans in foreign currency (BCRP).



Dynamic Provisioning: How does it work?
Rule for activation depends on GDP

Activation’s Rule:

At least, one indicator satisfies:

1,- Average GDP (YoY %) of last 30
months passes is higher than 5%.

2,- Average GDP (YoY%) of the last 12 n
months is outside is higher by 2% to this

same indicator a year earlier. II”HH” ||H|| '||I||”||II|--r--"--l|||"'I'|I|||||

Deactivation’s Rule:

Average GDP (YoY %) of last 30 months
is less than 5%.

Average GDP (YoY %) of the last 12
months is lower by 4% to this same
indicator a year earlier.



Additional RRs conditional on the
evolution of credit in foreign currency

At the beginning, the scheme was conditional on credit growth.
There were three limits (10%, 15% and 20%) to dollar credit
growth. Banks that exceeded those limits faced additional RRs
(1.5%, 3% and 5%, respectively).

In the case of households, automobile loans and mortgages were
imposed with limits of 10% and 20%, and the additional RRs were
0.75% and 1.5%, respectively.

In the end of 2014, the previous scheme was changed to a new
set-up that required reductions in the balance of dollar loans.
Banks had to reduce, by December 2015, the stock of dollar credit
to at least 90 percent of the Sep 2013 balance. In the case of
households, the reduction was 85% of the Sep 2013 balance.



