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ABSTRACT 

 

Since the 2008 global financial crisis, macroprudential policy has emerged as a policy priority 

for maintaining global financial stability. However, due to the time inconsistency and 

distributional effects of macroprudential policies, the implementation of macroprudential policies 

can be politically sensitive for incumbent governments concerned with short-term political 

objectives. In this paper, I investigate the politics of macroprudential policy and test whether 

political partisanship matters for the use of macroprudential policy tools. In line with the 

previous literature on political partisanship, I hypothesize that left-wing governments are more 

likely to use macroprudential policy tools than the right-wing governments. To test this 

hypothesis, I analyze a cross-country panel sample dataset covering 132 countries from 1990 to 

2016. My results indicate that, under left-wing governments, as independent central banks 

become more involved in financial supervision, macroprudential measures tend to be loosened. 

In addition, I find partisan divergence in macroprudential policies in a subsample of my data 

from the post-global financial crisis period. These results imply that policymakers should 

establish macroprudential governance frameworks in ways that ensure transparency and 

accountability of the policy processes and that prevent the influence of short-term political 

considerations.  
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1. INTRODUCTION 
 

 

 The 2008 global financial crisis, triggered by excessive credit expansion through shadow 

banking activities, underscored the importance of identifying systemic risks in the financial 

system as a whole. In response to lessons learned, a group of governments, global standard 

setters, and international organizations – e.g., FSB, BIS, IMF – have discussed the needs of 

countercyclical regulatory measures and, as a result, macroprudential policy has emerged as a 

policy priority for maintaining global financial stability (FSB/IMF/BIS, 2011a, 2011b).  

One of the main objectives of macroprudential policy is to reduce systemic risk in the 

financial sector by managing capital flows (FSB-IMF-BIS, 2011a, 2011b). Countries can use a 

range of macroprudential policy tools to address risks of specific sectors or the financial system 

as a whole (FSB-IMF-BIS, 2011a, 2011b). Mainstream macroprudential tools include limits on 

Loan-to-Value (LTV) ratios and Debt-to-Income (DTI) ratios, limits on leverage, reserve 

requirements, countercyclical capital buffer, and dynamic provisioning (CGFS, 2012). Many 

empirical studies have shown the effectiveness of macroprudential policies in dampening 

financial cycles and managing asset price growth (Akinci and Olmstead-Rumsey 2015; Cerutti et 

al. 2017a; Lim et al. 2011). For example, Akinci and Olmstead-Rumsey (2015) and Cerutti et al. 

(2017a) show that macroprudential policy measures are negatively associated with bank credit 

growth and house price appreciation. Lim et al. (2011) show that macroprudential instruments 

are associated with reductions in the pro-cyclicality of credit and leverage. In addition, these 

studies find that macroprudential policies are more effective in credit booms than in busts. 
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To curb the growth of credit in a targeted sector, macroprudential policies can be more 

effective tools for incumbent governments than monetary or fiscal policy (IMF, 2013). However, 

compared to monetary or fiscal policy, policy tools such as LTV limits are likely to have a more 

direct impact on consumers who apply for a mortgage, resulting in reduced access to credit and 

higher borrowing costs. Thus, especially, during economic expansions, a leaning-against-the-

wind type of policy – i.e., countercyclical macroprudential policy – is unlikely to win support 

from the public who have “financial stability myopia” and “time-inconsistent preferences” 

(Baker, 2015). In this sense, the implementation of macroprudential regulations can be politically 

sensitive for incumbent governments concerned with re-election (Gersbach and Rochet 2017; 

Kohn 2014). 

In this paper, I investigate the politics of macroprudential regulation and test whether 

political partisanship has implications for the use of macroprudential regulations. Incumbent 

governments have incentives to use financial regulatory policies as a means to achieve their 

political and economic objectives (Rajan 2010; Aklin and Kern 2020). Partisan theories suggest 

that parties pursue different macroeconomic priorities to reflect the preferences of their core 

constituencies (Hibbs, 1977). Opportunistic political cycle theory suggests that incumbent 

governments try to signal their competence with economic fundamentals (Rogoff and Sibert, 

1988). In addition, Rajan (2010) argues that incumbent governments intervene in financial 

markets because credit expansion can generate political benefits. 

 If macroprudential policy is politically costly, to what extent does the party ideology 

affect the government decision to implement macroprudential tools? Broz (2013) argues that pro-

market, right-wing governments are more likely than the OECD average to be associated with 



3 

 

credit expansion and lax regulation. Conversely, left-wing governments are perceived to be more 

likely than right-wing governments to intervene in markets with more regulation to address 

market failure and influence the allocation of resources (Jäger, 2017). In line with previous 

literature, I hypothesize that left-wing governments are more likely than the right-wing 

governments to use macroprudential policy tools.  

I also investigate whether macroprudential governance frameworks matter for the use of 

macroprudential measures. I predict the magnitude of political interference varies depending on 

political institutions and governance of the financial regulatory system. Therefore, I test whether 

the independence of the agency in charge of financial stability – e.g., central banks or financial 

stability committees – matter in the use of the macroprudential policy. Many studies find that 

central bank independence is effective in mitigating the effect of electoral cycles on monetary 

policy (Cukierman 1992; Eijffinger & de Haan 1996). Similarly, Edge and Liang (2019) argue 

that the operational independence of macroprudential authorities may influence the 

implementation of the macroprudential regulations. 

To test for the existence of partisan effects in the use of macroprudential policy, I 

construct a cross-country panel data set covering 132 countries over the period 1990 to 2016. 

The data come from various sources, including the IMF Integrated Macroprudential Policy 

(iMaPP) database (Alam et al., 2019) and the Quality of Government (QoG) database (Teorell et 

al., 2019). My empirical results show a robust negative association between left-wing 

governments and macroprudential policy. Under these governments, as central banks become 

more involved in financial supervision, macroprudential measures tend to be loosened. Also, I 

find partisan divergence in macroprudential policies in a subsample of my data from the post-
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global financial crisis period. The results of this part of my analysis indicate that macroprudential 

measures tend to be loosened under left-wing governments and tightened under right-wing 

governments.  

My paper contributes to the literature on the political economy of macroprudential policy. 

Previous studies of macroprudential policy focus mainly on analyzing the effectiveness of 

macroprudential policy instruments. In contrast, my paper incorporates political partisanship 

theory into the analysis of the implementation of macroprudential policy. The paper also adds to 

the literature on partisan politics. Research on the influence of government ideology on 

economic policy focuses mainly on monetary and fiscal policy, but research on the influence of 

government ideology on macroprudential policy is scarce. In addition, the previous literature 

shows mixed results on the effects of government ideology. For example, some studies argue that 

the external constraints such as trade openness or central bank independence limit the 

government’s ability to pursue preferable economic policies (Rodrik, 2011), while others argue 

that the partisan effects still exist in the areas of privatization and market deregulation (Potrafke, 

2017). This paper complements the discussion by extending the theory to macroprudential policy 

and providing empirical evidence on the effects of government partisanship. To my best 

knowledge, this is the first attempt to study the partisan effect on macroprudential policy using a 

large set of panel data. The main findings of this study complement a fast growing literature on 

the existence of partisan effects concerning financial regulation and in the use of 

macroprudential policy. 

The remainder of the paper is structured as follows: Section 2 provides a theoretical 

background for the potential relationship between government partisanship and macroprudential 
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policy and articulates my main hypothesis; Section 3 describes my data and the conceptual 

framework of the analysis; Section 4 presents and discusses my empirical findings; and Section 5 

concludes with a summary of main findings and policy implications.  

 

2. THEORETICAL BACKGROUND AND HYPOTHESIS 

 

 
Partisan theories argue that left- and right-wing governments pursue different economic 

policies that reflect the different preferences of their core constituents (Hibbs, 1977). The 

literature discusses the influence of the government’s ideology on policy areas such as monetary 

policy, macroeconomic outcomes, government spending, and fiscal policy (Potrafke, 2017). 

Building on the previous theories and literature, I argue that government partisanship may 

influence the use of macroprudential regulation through four possible channels. 

The first channel is based on the premise that left-wing governments are more inclined to 

reduce inequality and support redistribution than right-wing governments. Ansell (2014) argues 

that credit and asset price booms have increased the wealth gap between asset owners and wage-

earners. Because right-wing governments draw their support from asset owners, they prefer to 

maintain asset price inflation (Potrafke, 2017). But asset price inflation makes wage-earners 

relatively poorer, and the relative asset poverty of the labor base may increase demands for 

redistribution (Ansell, 2014). In addition, Argur and Sharma (2013) argue that macroprudential 

regulations have distributional consequences by controlling credit flows to certain populations or 

sectors. According to Lim et al. (2011), some countries impose less stringent LTV limits for 

first-time homebuyers or differentiate the limits by region and type of property: Korea applies 

lower LTV limits for properties in a speculative zone; Hong Kong reduced LTV limits for high-
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value residential properties; and Singapore and China applies lower LTV limits for borrowers 

who have one or more outstanding housing loans. Empirical studies also find that 

macroprudential instruments such as LTV are effective in curbing house price growth (Akinci 

and Olmstead-Rumsey 2015; Cerutti et al. 2017b). Thus, left-wing governments may use 

macroprudential tools to support their labor-based constituency and achieve their redistributive 

objectives.  

The second channel is based on the idea that left-wing governments are more concerned 

than right-wing governments about socially disadvantaged and low-income households. Credit 

booms flow excessive credit to borrowers relative to their repayment ability (Rajan, 2010). When 

the economy slows down, financially vulnerable households, including low-income households, 

may suffer disproportionately from rising debt repayment burdens (Mian and Sufi, 2011, 2017). 

The increased likelihood of defaults and debt overhang problems then depress household 

economies and worsen the general economic downturn. The 2008 global financial crisis 

demonstrated that the meltdown of subprime mortgages triggered systemic crisis and caused 

Great Recession (Mian and Sufi, 2009). To prevent such problems, left-wing governments may 

use macroprudential regulation to mitigate risks preemptively.  

The third channel is related to parties’ different attitudes toward government intervention 

in the economy. Empirical studies suggest that left-wing governments are more associated than 

right-wing governments with limiting economic freedom and increasing regulation (Jäger 2017; 

Galasso 2014; Potrafke 2010). For example, Jäger (2017) concludes that left-wing governments 

are perceived to impose more regulation on the market to address market failure, while right-

wing governments try to minimize government intervention and to support the free-market 
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economy. Similarly, Galasso (2014) examines the role of government ideology in promoting 

structural reforms and finds that right-wing parties tend to be more pro-market and oppose to 

increase financial market regulations. Potrafke’s (2010) study of the influence of government 

ideology on the deregulation of product markets in OECD countries finds that right-wing 

governments tended to deregulate the energy, transport and communications sectors during the 

period 1980 to 2003. Based on the findings in the literature, I argue that leftwing governments 

may prefer stricter regulation of financial markets to prevent excessive risk-taking behavior. That 

is to say, left-wing governments are more likely to use macroprudential regulations to reinforce 

market discipline and prevent bank failure. 

The fourth channel is suggested by the political business cycle theory which holds that 

financial markets react to political processes such as elections or changes in government 

partisanship (Barta and Johnston 2018; Fowler 2006; Sattler 2013). Empirical studies document 

that since financial investors study political processes to form expectations about the future 

(Ferrara and Sattler, 2018), markets tend to discriminate against left-wing governments due to 

their macroeconomic policy preferences. For example, Barta and Johnston (2018) show that left-

wing governments are associated with sovereign rating downgrades by international credit rating 

agencies. Sattler (2013) finds that capital markets punish newly elected left wing governments 

with drops in stock prices. Similarly, Fowler (2006) suggests that where left-wing governments 

are more likely to win an election, nominal interest rates increase due to expectations of 

inflation. The interplay of markets and macroprudential supervisory authority may lead to 

different policy actions. Since implementing preemptive macroprudential measures is critical to 

reducing financial pro-cyclicality, some countries have delegated macroprudential supervisory 
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responsibilities to central banks (Cerutti et al. 2017a; Masciandaro and Romelli 2018). Also, 

since central banks with a higher degree of independence are expected to address the time-

inconsistency problem in monetary policy (Rogoff, 1985), independent central banks may also 

be given macroprudential supervision authority to promote macroeconomic stability 

(Masciandaro and Romelli 2018). When central banks are in charge of financial regulation, 

independent central banks may use macroprudential measures in ways that maintain financial 

stability and counteract investors’ assessments of political risks (Copelovitch and Singer, 2008). 

In that regard, I hypothesize that as central banks become more politically independent and more 

involved in supervision of the financial sector, they are more likely to loosen macroprudential 

regulations to mitigate speculative forces in the market. 

The four possible mechanisms lead to the hypothesis that macroprudential regulations are 

loosened when left-wing governments are in office. 
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3. DATA AND METHODOLOGY 

 

3.1. Data Description 

In order to test my main hypotheses, I obtain data from various sources and construct a 

cross-country panel sample that is the largest possible given the data availability. The sample 

covers 132 countries in the period 1990 to 2016. (See Appendix Table A1 for country coverage.) 

The maximum number of observations for each variable is 3,564. Table 1 below and Table A2 in 

Appendix show descriptive statistics and data sources for all variables in the analysis. Values of 

these variables which are not indicated in Table 1 (e.g., MaPP Index) are explained in the 

paragraphs following the table.  

Table 1. Descriptive Statistics 

Variable Obs.  Mean Std. dev. Min. Max. 

MaPP Index (annual) 3,564 .20 .99 -9 13 

Chief Executive 

Party orientation 
2,099 2.09 .92 1 3 

Largest government 

Party orientation 
3,181 1.45 1.24 0 3 

CBIS index 1,470 2.61 1.40 1 6 

CBI Index 2,776 .536 .207 .12 .98 

GDP growth (%) 3,398 3.65 5.33 -44.90 88.96 

Inflation (%) 3,321 35.48 475.46 -18.11 23.77 

Trade (% of GDP) 3,339 83.21 49.12 11.09 441.60 

Population (log) 3,450 16.05 1.77 10.62 21.04 

Polity 3,279 4.46 6.15 -10 10 

Banking crisis 3,564 .09 .28 0 1 
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3.1.1. Dependent Variable 

My dependent variable is the macroprudential policy (MaPP) index which measures the 

use of the macroprudential instruments by adding dummies for seventeen categories of 

macroprudential policy tools. (See Appendix Table A3 for the list of macroprudentail policy 

tools and Table A4 for the descriptive statistics.) The dataset is obtained from the IMF Integrated 

Macroprudential Policy (iMaPP) database (Alam et al., 2019). The iMaPP data are based on the 

responses to the IMF Macroprudential Policy survey which covers the use of macroprudential 

measures in 134 countries over the period 1990 to 2016.  The data consist of the monthly 

changes in the stance of the macroprudential measures and a variable for each instrument is 

coded as 1 for tightening and -1 for loosening. I have aggregated these monthly data to make 

yearly figures to match the periodicity of other variables. I use the yearly changes in the overall 

MaPP index as my main dependent variable. (See Appendix Figure A1 and A2 for the trends in 

the use of macroprudential policy tools during the sample period.) 

 

3.1.2. Main Explanatory Variables 

Government Partisanship 

The main explanatory variable of interest is the political orientation of governments. I 

obtained data on comparative political institutions from the 2018 Database of Political 

Institutions (DPI) hosted at the Inter-American Development Bank (Scartascini et al., 2018). 

This dataset is a cross-country database on political institutions for 177 countries over the period 

1946 to 2018; hence, compared to other data sources, it covers a larger number of countries and a 

longer period. For measures of the government’s partisanship, I use the party orientation of the 
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chief executive and of the largest government party as main explanatory variables depending on 

whether countries have a presidential system or a parliamentary system. When the party of the 

chief executive or the largest government party is listed as Left, the variable is coded as 3; Right 

is coded as 1, and Center is coded as 2. For the alternative measure of government partisanship, I 

use the Comparative Political Data Set compiled by Armingeon et al. (2019). This dataset 

provides the index of political ideology based on the composition of cabinet posts, ranging from 

1 for “Hegemony of right-wing (and centre) parties” to 5 for “Hegemony of social-democratic 

and other left parties.”  

 

Macroprudential Authority 

Government partisanship influences the use of macroprudential policy only when 

macroprudential authorities, either central banks or financial stability committees, are subject to 

governments’ directives. Thus, the operational independence of macroprudential authorities may 

influence the implementation of the macroprudential regulations (Edge and Liang, 2019). I use 

the CBIS Index from Masciandaro and Romelli (2018), which indicates the degree of central 

bank involvement in supervision of the financial sector. The index ranges from 1 to 6, with 

higher values indicating a higher involvement of central banks in supervision of various financial 

sectors. Masciandaro and Volpicella (2016) find that central banks in charge of banking 

supervision are more likely to be granted macroprudential supervisory responsibilities. Similarly, 

Edge and Liang (2019) provide data on macroprudential governance based on survey of 58 

countries. However, given that most countries established the macroprudential governance 

frameworks only after the global financial crisis, there are no sufficiently long time series 
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data, which embrace several changes of government. In addition, this paper employs central bank 

independence (CBI) index created by Garriga (2016), which measures the de jure independence 

of central banks based on criteria originally proposed by Cukierman et al. (1992). The weighted 

CBI index ranges from 0 to 1, with higher values indicating more independent central banks. 

 

3.1.3. Control Variables 

I control for variables that may influence changes in the use of the macroprudential 

regulation. I expect the use of macroprudential measures to depend on the business and financial 

cycles. Following the existing literature, I control for real GDP growth, inflation, trade openness, 

and population. These data are drawn from the World Bank’s 2019 global financial development 

database. Also, I expect that when a country experiences a systemic banking crisis, the likelihood 

of government intervention in the financial system will increase. Laeven and Valencia (2018) 

provide a database on the presence of systemic banking crises for 151 countries from 1970 to 

2017. I use a dummy variable to indicate the existence of a systemic banking crisis to control its 

effect on the use of macroprudential measures. As a measure of political regime types, I use the 

revised combined Polity score from the Polity IV project (Marshall et al., 2018). The Polity score 

ranges from -10 for “strongly autocratic” to +10 for “strongly democratic” regimes. 

 

3.1.4. Correlation Analysis 

I test whether a direct correlation exists between my dependent and explanatory 

variables. The results of the Pearson correlation analysis are presented in Figure 1. 
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The correlations between the use of macroprudential policy and indicators of government 

partisanship are not statistically significant. Meanwhile, the correlations between the use of 

macroprudential policy and some other control variables are small (less than .1), but statistically 

significant. For example, GDP growth and the natural log of the population have significant 

positive relationships with macroprudential policy, while the banking crisis index shows a 

significant negative relationship with macroprudential policy. In addition, there is no significant 

correlation among explanatory variables, indicating that multicollinearity may not be a problem 

in my analysis. 

 

 
 

Figure 1. Pearson Correlation Matrix 
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  3.2. Methodology 

To test my hypothesis that government partisanship affects the use of macroprudential 

policy, I estimate the following panel dynamic ordinary least squares (DOLS) regression model 

with fixed effects:  

y   =   + γ y  -1 + Σ  X    +    +    +     

where  “ ” is the number of countries; “ ” is the number of years; and “j” is the number of 

explanatory variables. The dependent variable is the macroprudential policy index (MaPP index) 

that measures the total number of macroprudential policy actions that country   takes in year  . 

The data come from the IMF iMaPP database and are calculated as a sum of seventeen sub-

categories for macroprudential tools in a given year. “    ” is the vector of explanatory variables. 

The explanatory variables include the index of the party orientation of the respective government 

in country   at year  , the indicator of central bank independence (CBI), and the indicator of 

central bank involvement in supervision (CBIS). In addition, I follow previous studies to include 

controls for the general economic and demographic situation, political institutions, trade 

openness, and inflation. These variables include: real GDP growth, population, international 

trade as a percentage of GDP, inflation, and the Polity score. “  ” denotes country fixed effects 

to control for time-invariant country effects; “  ” represents annual time fixed effects to control 

for country-invariant time effects; and “   ” is an error term. Since it takes time for governments 

to implement changes in macroprudential policy, all the explanatory variables are lagged by one 

year in all specifications. This also mitigates the reverse causality bias in panel data. 
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4. EMPIRICAL RESULTS 

 

 
4.1. Baseline Results 

Table 2 reports the estimation results on the effect of government partisanship on 

macroprudential policy. In column 1, I estimate a simple specification using only the CBIS index 

as a regressor with country and year fixed effects. In column 2, I add the vector of 

macroeconomic and political institution variables to control for different fundamentals of 

countries. In both specifications, I find a statistically insignificant association between the 

macroprudential policy index and the CBIS index. Then, I restrict the sample based on the 

government party orientation and central bank independence index to test my hypothesis.  I 

estimate the effect of CBI and government ideology together on macroprudential policy, as 

shown in columns 3 and 4. In column 3, the coefficient of the CBIS index is -1.028 and is 

statistically significant at the 5% level. This indicates that under a left-wing government, for each 

unit of increase in a central bank’s involvement in financial supervision, macroprudential 

measures will be loosened by -1.028. In column 4, I include all other control variables and the 

point estimate increases to -1.084, statistically significant at the 1% level. The negative sign of 

the coefficient estimate for the CBIS index indicates that independent central banks in countries 

with left-wing governments are associated with a loosening of macroprudential measures. With 

the same specifications, I find no significant estimation result for either right-wing or center 

governments.  
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Table 2. Dynamic OLS (DOLS) Estimation Results 

 

Dependent variable: MaPP Index  

 

Baseline Restricted sample 

  (1) (2) (3) (4) 

CBIS Index 0.030 0.038 -1.028** -1.084*** 

 

(0.050) (0.056) (0.458) (0.400) 

GDP growth (annual %) 

 

0.020 

 

0.040 

  

(0.016) 

 

(0.050) 

Inflation (annual %) 

 

-0.000 

 

0.002 

  

(0.000) 

 

(0.007) 

ln Total Population 

 

0.797 

 

0.927 

  

(0.658) 

 

(2.245) 

Trade (% of GDP) 

 

0.000 

 

0.017 

  

(0.003) 

 

(0.012) 

Polity  

 

0.010 

 

-0.020 

  

(0.015) 

 

(0.078) 

Dependent variable  

 

0.071* 

 

-0.057 

  

(0.041) 

 

(0.065) 

Constant -0.036 -13.331 2.725** -13.640 

  (0.148) (10.860) (1.076) (37.694) 

Observations 1,470 1,366 342 331 

R-squared 0.060 0.077 0.144 0.160 

Number of countries 91 85 49 47 

Country FE YES YES YES YES 

Year FE YES YES YES YES 

Note: All explanatory variables are lagged by one year. Robust standard errors in parentheses.  

           *** p<0.01, ** p<0.05, * p<0.1 

 
 

Since the dependent variable in Table 2 is the annual sum of the use of seventeen 

macroprudential instruments, I test whether each sub-category of the macroprudential 

instruments produces consistent results with the main regression analysis. I replace the 

dependent variable with sub-indices of macroprudential instruments and re-estimate the baseline 

model. Among the seventeen macroprudential instruments, some measures such as loan 

restrictions (Loan R),  countercyclical capital buffer (CCB), capital conservation buffer 

(Conservation), limits on credit growth (LCG), limits to loan-to-value ratios (LTV), limits to 

debt-service-to-income ratios (DSTI), tax measures, and reserve requirements (RR) show a 
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significant negative association with left-wing governments, while loan loss provisioning (LLP) 

has a small, but a significant positive association with left-wing governments. The observed 

coefficients for RR, Loan R, and LTV are relatively larger than the rest. The regression 

coefficient plot is shown in Figure 2 below.  

Based on these regression results, I conclude that, under left-wing governments, the 

empirical analysis shows a statistically significant negative correlation between the 

macroprudential policy index and the CBIS index. 

 

 

 
Figure 2. Coefficient Plot of Dynamic OLS Model 
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  4.2. Robustness Checks 

To ensure the robustness of my estimation results, I re-estimate the model (i) using 

different econometric models, (ii) replacing some variables with alternative measures, and (iii) 

repeating the regression for subsamples.  

First, I use the Vector Error Correction Model (VECM) to test the short-run and long-run 

relationship between government partisanship and macroprudential policy. As shown in Table 

A5, the estimation results are consistent with the previous results. While I still find no significant 

effects in columns 1 and 2, I observe statistically significant effects in the restricted sample. The 

sign of the coefficients for the CBIS Index switches from positive for the short run to negative 

for the long run. This implies that under left-wing governments, central banks tighten 

macroprudential policy in the short run, but loosen macroprudential policy in the long term. I 

find no significant correlations under center or right-wing government. I also test the Generalized 

Method of Moments (GMM) model to deal with the endogeneity issue in panel data. The 

estimation results from the GMM model corroborate my results from my previous OLS and 

VECM models. However, the magnitude of the coefficient estimates for the CBIS Index 

becomes smaller, which is in line with previous findings (Roodman, 2009). The results are 

presented in Table A6. 

Second, to test whether the estimation results are stable, I use alternative measures of the 

government's political orientation and macroprudential policy. I first replace the main 

explanatory variable with a newly created variable that indicates a change in government party 

orientation. Then, I re-estimate the baseline model by restricting the sample based on the 

different levels of the CBI and CBIS indices. Following my hypothesis and the previous results, I 
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expect the shift from the right- to left-wing governments to affect the use of macroprudential 

policy, showing a negative sign for the correlation coefficient. As shown in Table A7, the 

estimated coefficients for a shift in government partisanship are statistically significant and the 

sign is in fact negative. This implies that when the government ideology moves toward the left, a 

central bank with a high level of political independence loosens macroprudential policy. 

Furthermore, since in previous empirical studies, different measures are used to indicate the use 

of macroprudential policy, I check whether the result will change as a result of the choice of the 

measurements. Here, instead of using the index type of variable, I use a quantitative continuous 

variable, the average loan-to-value (LTV) limit, as an alternative proxy for macroprudential 

policy. Again, the estimation results are consistent with the previous results (see Table A8). 

Under left-wing governments, central banks tend to increase the average LTV limit by 1.85 

percentage points, on average. 

Third, I re-estimate the baseline regression model for different subsamples. I first test 

whether the partisan effect changes depending on the economic development level of a country. I 

divide the sample into two groups – i.e., advanced economies (AEs) and emerging market and 

developing economies (EMDEs) – based on the classification of IMF's World Economic Outlook 

2018.  In advanced economies, the estimation results are statistically insignificant, while in 

emerging market and developing economies, the estimated coefficients for left-wing 

governments correspond to my main results, showing a negative association with my 

macroprudential policy index (see Appendix Table A9). And this is in line with previous 

findings in the literature (e.g., Sattler, 2013). Conversely, the estimation results for right-wing 
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governments are statistically insignificant, and the sign of the coefficients is positive, the 

opposite direction from left-wing governments.  

Next, I test whether the use of macroprudential policy changes systemically after the 

global financial crisis. I divide the sample period into two sub-periods – i.e., before and after the 

global financial crisis – and rerun the baseline model to see whether there is a systematic 

difference in macroprudential policy between the two periods. While the estimates for the period 

prior to the global financial crisis are not statistically significant, the estimated coefficients for 

the post-crisis period are significant (see Appendix Table A10). This supports my previous 

finding that under left-wing governments, central banks loosen macroprudential policy. 

Conversely, central banks under right-wing governments tighten macroprudential policy. In 

addition, as central banks are more independent, the magnitude of the coefficient estimates of the 

CBIS Index becomes larger. 

It is also conceivable that the estimation results are sensitive to the influence of outliers. 

Thus, I test whether the estimated coefficients are robust when excluding countries that have 

used macroprudential measures either too frequently or very rarely (see Appendix Figure A3). I 

exclude one country at a time and re-estimate the baseline model. Under both approaches, the 

estimation results stay robust
1
.  

Based on these different robustness checks, I conclude that my main results are robust, 

confirming the negative correlation between macroprudential policy and left-wing governments. 

 

 

 

                                                 
1
 The results are not reported due to space limitations.  
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4.3. Discussion 

My empirical results show a robust negative association between left-wing governments 

and macroprudential policy. That is to say, under left-wing governments, as central banks 

become more involved in financial supervision, macroprudential measures tend to be loosened. 

In addition, the effects of government partisanship on macroprudential policies are intensified in 

the subsample of emerging markets and developing economies, showing that central banks under 

left-wing governments tend to relax macroprudential regulation. I also observe partisan 

divergence in macroprudential policies in the subsample of the post-global financial crisis 

period. The results indicate that macroprudential measures tend to be loosened under left-wing 

governments and tightened under right-wing governments.  

Why do independent central banks loosen macroprudential policy under left-wing 

governments? In theory, policymakers loosen macroprudential measures to increase the credit 

supply and provide liquidity in the economy. My findings imply that independent central banks 

make more credit available to the public when left-wing governments are in place. One possible 

explanation for this, as I suggest in Section 2, is that central banks may try to mitigate markets’ 

negative reaction to left-wing governments by loosening macroprudential policy. Independent 

central banks may need to offset the risk premium effect to achieve macroeconomic stability. 

Another possible explanation is that since left-wing governments are more likely to intervene in 

markets for social or equity purposes, central banks may loosen macroprudential measures to 

mitigate the constraints on business activities caused by government regulations. I test this 

hypothesis by estimating how the executive government party orientation affects the index of 

economic freedom (Miller et al., 2018) provided by the Heritage Foundation. The estimation 
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results show that left-wing governments have a negative association with the indicators of 

economic freedom and the estimated coefficients are statistically significant at the 5% or 10% 

levels (see Appendix Table A11). These findings are in line with my hypothesis and consistent 

with the findings of previous studies (Galasso, 2014). However, further research 

is needed to fully understand the mechanisms underlying these associations. 

 

5. CONCLUSION 

 

 
This paper investigates whether governments’ political partisanship affects the use of 

macroprudential policy by analyzing a cross-country panel sample data set covering 132 

countries for the period 1990 to 2016. The empirical results show that such political partisanship 

does have a significant impact on the implementation of macroprudential policy. During the 

sample period 1990 to 2016, under left-wing governments, macroprudential policies tended to be 

relaxed when central banks were independent and more involved in supervision. Conversely, 

under right-wing governments, the results are mostly inconclusive, but I find that 

macroprudential policies tended to be tightened during the post-global financial crisis period.  

This partisan divergence may be explained by the role of independent central banks in 

macroprudential supervision. Since markets tend to react negatively to the election of left-wing 

governments, independent central banks may have incentives to mitigate markets’ perception of 

political risks associated with left-wing governments' possible future policies. Conversely, under 

right-wing governments, independent central banks may need to tighten macroprudential 

measures to control excessive capital flows. Also, since some macroprudential instruments such 

as reserve requirements also have monetary effects, central banks may have an incentive to use 
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these instruments as a means of monetary policy. Further research is needed to identify the 

mechanism behind this partisan divergence. In particular, further analyzing the interactions 

between monetary and macroprudential policies provide an avenue for future research to 

disentangle these mechanisms in greater detail.  

My findings have several policy implications. Policymakers should take into account that 

establishing appropriate macroprudential governance frameworks is essential to achieve intended 

policy objectives (i.e., macrofinancial stability). Since macroprudential policies can have a wide 

impact on the economy and the financial sector, government agencies in addition to central 

banks are concerned with them. As a result, some countries have established a financial stability 

committee composed of related authorities, regulators, and central banks to shape 

macroprudential policies (FSB/IMF/BIS 2011a; Edge and Liang 2019). Through policy 

coordination and information sharing among related authorities, policymakers can enhance the 

efficiency and effectiveness of macroprudential policy while establishing political legitimacy for 

subsequent policy actions (BIS 2018; Borio 2014; CGFS 2012; Edge and Liang 2019; Lim et al. 

2011). At the same time, policymakers should design the macroprudential governance 

frameworks to ensure transparency and accountability, thereby preventing the abuse of 

discretionary power motivated by short-term political considerations. 

My study has some limitations. Due to data availability constraints, this paper uses 

dummy-type indices which make it difficult to perform a more sophisticated analysis.  For 

example, the macroprudential policy index only indicates the frequency and direction of policy 

actions and cannot differentiate the intensity of these actions. This may misrepresent the 

direction of policy actions in a given year, either magnifying or attenuating estimated policy 
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effects. Also, the panel data used in my analysis are not strongly balanced since some countries 

lack information on some control variables during some periods. This may cause a loss of 

information when more controls are included in the regression models. Additionally, since the 

CBI index used in this paper indicates de jure independence, which does not guarantee de facto 

independence, the empirical results may differ when indicators of de facto independence, such as 

the turnover rate of governors, are used in the analysis.  

To develop effective macroprudential policies which safeguard financial stability, 

understanding the effect of political partisanship on the macroprudential policy is necessary. In 

that regard, future research should investigate the role of central banks in macroprudential 

governance and the way the level of independence of central banks may interact with partisan 

political pressure. In addition, given that the objectives of monetary and macroprudential policy 

can sometimes conflict (Berger and Kißmer 2013; Masciandaro and Romelli 2018), future 

research should also explore the optimal institutional design of macroprudential authorities. 

Coordination between the two policies is essential in achieving intended policy goals.  

This paper contributes to the literature on the political economy of macroprudential 

policy and the partisan politics. This paper incorporates political partisanship theory into the 

implementation of macroprudential policy and provides empirical evidence on the effects of 

government partisanship. To my best knowledge, this is the first attempt to study the partisan 

effect on macroprudential policy using a large set of panel data. The main findings of this study 

complement a fast growing literature on the existence of partisan effects concerning financial 

regulation and in the use of macroprudential policy. 
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APPENDIX: SUPPLEMENTAL TABLES AND FIGURES 

 
Table A1. Country Coverage 

Country Name 

Albania Czech Republic* Laos Saudi Arabia 

Algeria Denmark* Latvia* Senegal 

Angola Dominican Republic Lebanon Serbia 

Argentina Ecuador Lesotho Singapore* 

Armenia El Salvador Lithuania* Slovakia* 

Australia Estonia* Luxembourg* Slovenia* 

Austria Ethiopia  Macedonia Solomon Islands 

Azerbaijan Fiji Malaysia  South Africa 

Bahamas Finland* Mali Spain* 

Bahrain France* Malta* Sri Lanka 

Bangladesh Gambia Mauritania St Kitts and Nevis 

Belarus Georgia Mauritius Sudan 

Belgium* Germany* Mexico Sweden* 

Benin Ghana Moldova Switzerland* 

Bhutan Greece* Mongolia Taiwan* 

Bosnia and Herzegovina Guinea-Bissau Montenegro Tajikistan 

Botswana Haiti Morocco Tanzania 

Brazil Honduras Mozambique Thailand 

Brunei Hungary Nepal Timor-Leste 

Bulgaria Iceland* Netherlands* Togo 

Burkina Faso India New Zealand* Tonga 

Burundi Indonesia Niger Trinidad and Tobago 

Cambodia Ireland* Nigeria Tunisia 

Canada* Israel* Norway* Turkey 

Cape Verde Italy* Oman Uganda 

Chile Jamaica Pakistan  Ukraine 

China Japan* Paraguay United Arab Emirates 

Colombia Jordan Peru United Kingdom* 

Congo, Democratic Republic Kazakhstan Philippines United States* 

Costa Rica Kenya Poland Uruguay 

Cote d'Ivoire Korea, South* Portugal* Vietnam 

Croatia Kuwait Romania Yemen 

Cyprus* Kyrgyzstan Russia Zambia 
Note: Based on IMF's WEO 2018 classification, Advanced Economies are denoted by asterisk (*). The rest are 

classified as Emerging Market and Developing Economies.  
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Table A2. Variables Description and Data Sources 

Variable Description Source 

Dependent variable   

Macroprudenctial Index Aggregate use of the Macroprudential 

instruments (tightening -1, loosening 1) 

Sum of the 17 policy-action dummy-type 

indicators 

Alam et al. (2019) 

Explanatory variable   

Chief executive/Largest 

government party 

orientation 

Government partisanship indicator 

1. Right 2. Center 3. Left 

Scartascini et al.(2018) 

Cabinet composition 

index 

Alternative measure of government 

partisanship. From 1 (Right) to 5 (Left) 

Armingeon et al. 

(2019) 

CBIS Index Central Bank involvement in financial 

supervision. From 1(low) to 6 (high) 

Masciandaro and 

Romelli (2018) 

CBI Index Weighted Central Bank Independence Index 

from 0 (Dependent) to 1 (Independent) 

Garriga (2019) 

Control variable   

Real GDP growth 

 

Year on Year Real GDP Growth (%) International Financial 

Statistics (IFS), IMF 

Population 

Inflation 

Trade Openness 

Population (natural log) 

Annual Change in Prices 

Export+Imports/GDP 

World Development 

Indicators (WDI), 

World Bank 

Polity  Revised Combined Polity Score (Polity IV 

project) from -10 (Strongly autocratic) to 10 

(Strongly democratic)  

Marshall et al.(2019) 

Political system 

 

Presidential, Parliamentary system 

0= Presidential, 1=Assembly-elected President, 

2= Parliamentary 

Scartascini et al.(2018) 

Banking crisis 

 

Systemic banking crisis indicator (dummy) Laeven & Valencia 

(2018) 

Domestic credit to  
private sector  
 (% of GDP) 

Financial resources provided to the private 

sector 

World Development 

Indicators (WDI), 

World Bank 
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Table A3. List of the 17 Macroprudential Instruments. (Excerpt from IMF iMaPP database) 

Instrument Description 

CCB A requirement for banks to maintain a countercyclical capital buffer.  Implementations at 

0% are not considered as a tightening in dummy-type indicators  

Conservation Requirements for banks to maintain a capital conservation buffer, including the one 

established under Basel III. 

Capital Capital requirements for banks, which include risk weights, systemic risk buffers, and 

minimum capital requirements.  

LVR A limit on leverage of banks, calculated by dividing a measure of capital by the bank’s 

non-risk-weighted exposures (e.g., Basel III leverage ratio). 

LLP Loan loss provision requirements for macroprudential purposes, which include dynamic 

provisioning and sectoral provisions (e.g., housing loans). 

LCG Limits on growth or the volume of aggregate credit, the household-sector credit, or the 

corporate-sector credit by banks, and penalties for high credit growth.  

LoanR Loan restrictions, that are more tailored than those captured in "LCG". They include loan 

limits and prohibitions, which may be conditioned on loan characteristics (e.g., the 

maturity, the size, the LTV ratio and the type of interest rate of loans), bank 

characteristics (e.g., mortgage banks), and other factors.  

LFC Limits on foreign currency (FC) lending, and rules or recommendations on FC loans. 

LTV Limits to the loan-to-value ratios, including those mostly targeted at housing loans, but 

also includes those targeted at automobile loans, and commercial real estate loans. 

DSTI 

  

Limits to the debt-service-to-income ratio and the loan-to-income ratio, which restrict the 

size of debt services or debt relative to income. They include those targeted at housing 

loans, consumer loans, and commercial real estate loans. 

Tax Taxes and levies applied to specified transactions, assets, or liabilities, which include 

stamp duties, and capital gain taxes. 

Liquidity Measures taken to mitigate systemic liquidity and funding risks, including minimum 

requirements for liquidity coverage ratios, liquid asset ratios, net stable funding ratios, 

core funding ratios and external debt restrictions that do not distinguish currencies. 

LTD Limits to the loan-to-deposit (LTD) ratio and penalties for high LTD ratios. 

LFX Limits on net or gross open foreign exchange (FX) positions, limits on FX exposures and 

FX funding, and currency mismatch regulations. 

RR 

 

Reserve requirements (domestic or foreign currency) for macroprudential purposes. This 

category may currently include those for monetary policy as distinguishing those for 

macroprudential or monetary policy purposes is often not clear-cut. 

SIFI Measures taken to mitigate risks from global and domestic systemically important 

financial institutions (SIFIs), which include capital and liquidity surcharges. 

Other 

  

Macroprudential measures not captured in the above categories—e.g., stress testing, 

restrictions on profit distribution, and structural measures (e.g., limits on exposures 

between financial institutions). 

Source: Alam et al. (2019) 

file:///C:/Users/Minji/Desktop/Thesis/2020/codebook%20(2).xlsx%23RANGE!A1
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Table A4. Descriptive Statistics of the Indices for Macroprudential Instruments 

Variable Obs. Mean Std. dev. Min. Max. 

Countercyclical Capital buffer (CCB) 3,564 .002 .060 -1 1 

Capital Conservation buffer 3,564 .012 .117 -1 2 

Capital requirements for banks 3,564 .033 .242 -2 3 

Limits on leverage of banks (LVR) 3,564 .008 .094 -1 1 

Loan loss provision (LLP) 3,564 .012 .149 -1 2 

Limits on credit growth (LCG) 3,564 .003 .099 -2 2 

Loan Restrictions 3,564 .018 .178 -2 3 

Limits on foreign currency lending (LFC) 3,564 .008 .104 -1 2 

Limits to loan-to-value ratios (LTV) 3,564 .020 .212 -2 3 

Limits to debt-service-to-income ratio 

(DSTI) 

3,564 .012 .139 -1 2 

Taxes 3,564 .007 .123 -1 3 

Liquidity Measures 3,564 .018 .214 -3 3 

Limits to loan-to-deposit (LTD) ratio 3,564 .003 .079 -1 1 

Limits on foreign exchange positions, 

exposures and funding (LFX) 

3,564 .021 .175 -1 2 

Reserve requirements (RR) 3,564 .009 .613 -5 10 

Global and domestic SIFIs 3,564 .007 .082 0 1 

Others 3,564 .009 .107 -1 2 

Source: Author’s calculations based on IMF iMaPP database (2019) 
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Figure A1. Use of Macroprudential Measures by Year and Direction (1990-2016) 

 

 
Figure A2. Use of Macroprudential Measures by Instrument Type and Direction (1990-2016) 
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Table A5. Vector Error Correction Model (VECM) Estimation Results 

 

Dependent variable: MaPP Index 

 

Baseline Restricted sample 

(1) (2) (3) (4) 

ΔCBIS Index t 0.002 -0.034 0.741*** 0.732*** 

 

(0.070) (0.066) (0.267) (0.230) 

CBIS Index t-1 0.033 0.051 -1.270*** -1.256*** 

 

(0.054) (0.066) (0.303) (0.227) 

ΔGDP growth (annual %)t 

 

0.003 

 

-0.022 

  

(0.012) 

 

(0.024) 

GDP growth (annual %) t-1 

 

0.017 

 

0.042 

  

(0.022) 

 

(0.067) 

ΔInflation (annual %)t 

 

0.000 

 

-0.003 

  

(0.000) 

 

(0.006) 

Inflation (annual %) t-1 

 

-0.001 

 

0.008 

  

(0.002) 

 

(0.009) 

Δ ln Total Population t 

 

-1.647 

 

-13.546 

  

(5.105) 

 

(37.048) 

ln Total Population t-1 

 

0.944 

 

2.600 

  

(0.767) 

 

(2.571) 

Δ Trade (% of GDP) t  

 

0.004 

 

-0.017 

  

(0.006) 

 

(0.014) 

Trade (% of GDP) t-1 

 

-0.000 

 

0.024* 

  

(0.004) 

 

(0.014) 

Δ Polityt  

 

0.001 

 

0.116* 

  

(0.027) 

 

(0.066) 

Polity t-1 

 

0.011 

 

-0.080 

  

(0.017) 

 

(0.090) 

Dependent variable t-1  -0.916*** -0.961*** -1.102*** -1.119*** 

 

(0.053) (0.039) (0.069) (0.067) 

Constant -0.134 -15.830 3.212*** -41.124 

  (0.206) (12.694) (0.741) (42.999) 

Observations 1,379 1,281 320 310 

R-squared 0.476 0.504 0.586 0.594 

Number of countries 91 85 47 45 

Country FE YES YES YES YES 

Year FE YES YES YES YES 

Notes: All explanatory variables are lagged by one year. Robust standard errors in parentheses.     

           *** p<0.01, ** p<0.05, * p<0.1 



31 

 

 

 

 

 

 

Table A6. Generalized Method of Moments (GMM) Estimation Results 

 

Dependent variable: MaPP Index 

 

Baseline Restricted sample 

  (1) (2) (3) (4) 

CBIS Index -0.036 -0.064 -0.775* -0.419*** 

 

(0.061) (0.066) (0.447) (0.137) 

GDP growth (annual %) 

 

0.030** 

 

0.076* 

  

(0.015) 

 

(0.040) 

Inflation (annual %) 

 

0.000 

 

0.001 

  

(0.000) 

 

(0.003) 

ln Total Population 

 

0.103 

 

0.217 

  

(0.064) 

 

(0.143) 

Trade (% of GDP) 

 

0.001 

 

0.008 

  

(0.001) 

 

(0.007) 

Polity 

 

-0.018 

 

-0.083** 

  

(0.014) 

 

(0.035) 

Dependent variable -0.175*** -0.203*** -0.161* -0.230*** 

 

(0.059) (0.051) (0.092) (0.066) 

Constant 0.082 -1.726 0.000 -2.742 

 

(0.190) (1.115) (0.000) (3.189) 

Observations 1,470 1,366 342 331 

Number of countries 91 85 49 47 

AR 1, p-value 0.000 0.000 0.090 0.059 

AR 2 , p-value 0.0303 0.0260 0.224 0.219 

Chi^2 111.0 145.4 84.77 241.1 

Hansen, p-value 0.205 0.159 0.719 0.954 
 

   
 

Notes: All explanatory variables are lagged by one year. Robust standard errors in parentheses. 

           *** p<0.01, ** p<0.05, * p<0.1 
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Table A7. Regression Results: Change in Government Partisanship 

 

Dependent variable: MaPP Index 

  

(1) 

CBI≥.4 

 

(2) 

CBI≥.4 & 

CBIS>1 

(3)  

CBI≥.4 & 

CBIS>2 

(4) 

 CBI≥.4 & 

CBIS>3 

(5)  

CBI≥.4 & 

CBIS>4 

Left swing -0.175** -0.193** -0.192** -0.125* -0.142** 

 

(0.081) (0.090) (0.092) (0.068) (0.071) 

GDP growth (annual %) 0.005 0.000 -0.001 -0.003 -0.003 

 

(0.006) (0.005) (0.005) (0.005) (0.005) 

Inflation (annual %) -0.000 -0.000 -0.000 -0.000 -0.000 

 

(0.000) (0.000) (0.000) (0.000) (0.000) 

ln Total Population -0.342 -0.392 -0.407 -0.432* -0.548** 

 

(0.256) (0.260) (0.269) (0.246) (0.257) 

Trade (% of GDP) -0.001 -0.002 -0.002 -0.002 -0.002 

 

(0.002) (0.002) (0.002) (0.002) (0.002) 

Polity -0.009 -0.007 -0.009 -0.009 -0.009 

 

(0.008) (0.007) (0.007) (0.008) (0.008) 

Dependent variable 0.099** 0.088** 0.089** 0.097* 0.035 

 

(0.041) (0.041) (0.044) (0.058) (0.041) 

Constant 5.719 6.648 6.780 7.055* 8.941** 

  (4.152) (4.193) (4.325) (3.894) (4.054) 

Observations 2,306 1,931 1,849 1,319 1,284 

R-squared 0.076 0.084 0.081 0.084 0.087 

Number of countries 123 123 123 123 123 

Country FE YES YES YES YES YES 

Year FE YES YES YES YES YES 

Notes: CBI denotes Central Bank Independence index which ranges from 0 (Dependent) to 1 

(Independent). CBIS denotes the Central Bank Involvement in Supervision index which ranges from 1 

(low) to 6 (high). Dynamic OLS is used. All explanatory variables are lagged by one year. Robust 

standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1 
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Table A8. Regression Results: Alternative Dependent Variable 

 

                  Dependent variable: Average LTV limits 

 

(1) (2) 

 

Baseline Restricted 

CBIS Index 0.150 1.848*** 

 

(0.178) (0.487) 

GDP growth (annual %) -0.055 0.146 

 

(0.084) (0.134) 

Inflation (annual %) 0.037 0.137 

 

(0.037) (0.251) 

ln Total Population -8.384 48.404 

 

(6.360) (38.943) 

Trade (% of GDP) -0.004 -0.134** 

 

(0.017) (0.053) 

Polity -0.211 2.816** 

 

(0.207) (1.305) 

Dependent variable -0.035 -0.189** 

 

(0.025) (0.074) 

Constant 141.364 -837.565 

 

(106.343) (653.163) 

Observations 791 196 

R-squared 0.043 0.261 

Number of countries 60 34 

Country FE YES YES 

Year FE YES YES 

Notes: Dynamic OLS is used. All explanatory variables are lagged by one year. 

Robust standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1 
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Table A9. Regression Results of Subsample: Country Income Group 

 

Dependent variable: MaPP Index 
 

Advanced Economies 
Emerging Market &  

Developing Economies 

(1) (2) (3) (4) (5) (6) (7) (8) 

 Left Right CBI≥.4 & 

Left 

CBI≥.4  & 

Right 

Left Right CBI≥.4  & 

Left 

CBI≥.4  & 

Right 

CBIS Index -0.030 

(0.184) 

0.006 

(0.107) 

-0.208 

(0.340) 

-0.042 

(0.114) 

-1.993*** 

(0.188) 

0.219 

(0.172) 

-1.902*** 

(0.242) 

0.215 

(0.177) 

 
GDP growth 

(annual %) 

0.024 

(0.031) 

0.023 

(0.032) 

0.007 

(0.028) 

0.006 

(0.037) 

0.030 

(0.068) 

0.019 

(0.052) 

0.024 

(0.078) 

0.024 

(0.061) 

Inflation  

(annual %) 

0.096** 

(0.040) 

0.063 

(0.040) 

0.137** 

(0.062) 

0.088** 

(0.040) 

-0.008 

(0.008) 

0.000 

(0.000) 

-0.006 

(0.009) 

0.000 

(0.000) 

ln Total 

Population 

1.766 

(3.746) 

4.676 

(3.060) 

5.792 

(3.913) 

5.976 

(3.517) 

2.648 

(3.716) 

-2.080 

(2.097) 

0.608 

(4.033) 

-2.354 

(2.471) 

Trade (% of GDP) 

 

0.015 

(0.011) 

-0.008 

(0.011) 

0.023** 

(0.010) 

0.003 

(0.015) 

0.004 

(0.011) 

0.004 

(0.016) 

0.001 

(0.013) 

0.001 

(0.021) 

Dependent 

variable 

-0.365*** 

(0.090) 

-0.078 

(0.107) 

-0.402*** 

(0.089) 

-0.043 

(0.126) 

-0.084 

(0.065) 

0.117 

(0.164) 

-0.065 

(0.083) 

0.125 

(0.160) 

Polity 

 

-0.526 

(0.688) 

0.173 

(0.263) 

-1.155 

(1.229) 

0.274 

(0.227) 

0.085 

(0.108) 

-0.078** 

(0.031) 

0.006 

(0.135) 

-0.085** 

(0.035) 

Constant 

 
-25.180 

(65.559) 

-78.377 

(49.942) 

-85.733 

(70.172) 

-101.989* 

(58.041) 

-40.018 

(63.736) 

32.832 

(34.420) 

-5.099 

(68.603) 

37.275 

(40.582) 

 
         
Observations 186 219 154 185 234 134 176 121 

R-squared 0.328 0.175 0.367 0.176 0.217 0.126 0.255 0.135 

Number of 

countries 
25 27 22 26 24 19 24 17 

Country FE YES YES YES YES YES YES YES YES 

Year FE YES YES YES YES YES YES YES YES 

Notes: CBI denotes Central Bank Independence index which ranges from 0 (Dependent) to 1 (Independent). 

Dynamic OLS is used. All explanatory variables are lagged by one year. Robust standard errors in parentheses.  

*** p<0.01, ** p<0.05, * p<0.1 
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Table A10. Regression Results of Subsample: Pre-Crisis vs. Post-Crisis 

 

Dependent variable: MaPP Index 

  

Post-Crisis (Year ≥2007) Pre-Crisis (Year <2007) 

(1) (2) (3) (4) (5) (6) (7) (8) 

 

Left Right CBI≥.4 & 

Left 

CBI≥.4 & 

Right 

Left Right CBI≥.4 & 

Left 

CBI ≥.4 & 

Right 

CBIS Index -0.817*** 0.610*** -0.930*** 0.722* -0.351 0.139 0.184 0.141 

 (0.141) (0.208) (0.175) (0.380) (0.675) (0.120) (0.750) (0.121) 

GDP growth 

(annual %) 
0.009 0.030 0.001 -0.004 0.142 0.003 0.078 0.003 

(0.022) (0.055) (0.021) (0.061) (0.103) (0.057) (0.133) (0.061) 

Inflation 

(annual %) 
0.005 0.000 0.000 0.001 -0.177 -0.067 -0.191 -0.113 

(0.005) (0.000) (0.005) (0.001) (0.130) (0.047) (0.153) (0.078) 

ln Total Population -0.448 -6.170 -2.348 -10.741* 7.933 6.226 16.806 6.795 

 

(3.683) (5.612) (4.540) (6.185) (15.285) (8.192) (16.968) (7.991) 

Trade (% of GDP) 0.001 0.015 -0.001 0.006 0.033 0.002 0.043 -0.003 

 

(0.014) (0.012) (0.016) (0.010) (0.036) (0.021) (0.043) (0.029) 

Banking crisis 

dummy 
-0.441 -0.103 -0.069 -0.170 -0.062 0.077 -0.370 0.075 

(0.315) (0.272) (0.433) (0.335) (0.641) (0.255) (0.574) (0.290) 

Polity 0.018 -0.019 -0.026 -0.046 0.335* -0.346 0.095 -0.568 

 
(0.037) (0.042) (0.069) (0.051) (0.174) (0.271) (0.146) (0.415) 

Domestic credit to 

private sector  

(% of GDP) 

-0.002 

(0.003) 

0.023 

(0.015) 

-0.002 

(0.003) 

0.029 

(0.023) 

0.014 

(0.028) 

-0.003 

(0.022) 

0.042 

(0.029) 

-0.012 

(0.023) 

Dependent variable 0.053 0.022 -0.008 -0.011 -0.160* -0.208** -0.157 -0.225** 

(0.098) (0.066) (0.138) (0.112) (0.090) (0.088) (0.127) (0.089) 

Constant 9.259 97.555 41.713 171.469* -138.860 -98.867 -285.505 -105.457 

 

(61.955) (91.618) (76.440) (99.045) (262.382) (132.190) (285.245) (127.430) 

Observations 242 199 184 162 164 132 131 119 

R-squared 0.177 0.105 0.203 0.137 0.178 0.195 0.158 0.215 

Number of 

countries 
42 37 32 31 34 34 34 32 

Country FE YES YES YES YES YES YES YES YES 

Year FE YES YES YES YES YES YES YES YES 

Notes: CBI denotes Central Bank Independence index which ranges from 0 (Dependent) to 1 (Independent).  

Dynamic OLS is used. All explanatory variables are lagged by one year. Robust standard errors in parentheses. 

*** p<0.01, ** p<0.05, * p<0.1 
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Figure A3. Use of Macroprudential Measures by Country 

This Figure plots the total frequency of macroprudential policy actions taken by each country in 

my sample during the period 1990 to 2016. Countries that have used macroprudential measures 

more frequently than others include China, India, Serbia, Brazil, Russia, Philippines, South 

Korea, Pakistan, Croatia, Romania, Bulgaria, Peru, Malaysia, Turkey, and Argentina. 

Countries that rarely used macroprudential measures (less than 2 incidences) include D.R. Congo, 

St Kitts and Nevis, Uganda, Zambia, Benin, Burkina Faso, Cape Verde, Cote d'Ivoire, Guinea-

Bissau, Laos, Niger, Senegal, Togo, Trinidad and Tobago, United Arab Emirates, Yemen, 

Ethiopia, Lesotho, Sudan, and Timor-Leste. 
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Table A11. Regression Results: Effects of Government Partisanship on Economic Freedom 

 

Dependent variable: Indices of economic freedom  

 

(1) (2) (3) (4) 

 

Economic 

Freedom 

Business 

Freedom 

Finance 

Freedom 

Tax 

Burden 

Chief Executive Party 

Orientation 

-0.182*** -0.355** -0.545** -1.085*** 

(0.059) (0.172) (0.246) (0.381) 

GDP growth (annual %) 0.021 -0.055* -0.003 -0.082 

 

(0.013) (0.032) (0.024) (0.074) 

Inflation (annual %) -0.004*** -0.001 -0.007 -0.022*** 

 

(0.001) (0.002) (0.007) (0.005) 

ln Total Population -1.899** -6.534*** -0.890 -6.622 

 

(0.874) (2.227) (3.883) (5.711) 

Trade (% of GDP) -0.003 -0.013* 0.004 0.043* 

 

(0.004) (0.007) (0.018) (0.024) 

Polity 0.023 0.008 0.268* -0.057 

 

(0.043) (0.054) (0.148) (0.210) 

Constant 42.974*** 122.084*** 29.452 170.673* 

 

(14.522) (36.396) (63.486) (93.191) 

Observations 1,685 1,684 1,686 1,685 

R-squared 0.746 0.676 0.628 0.316 

Number of countries 104 104 104 104 

Country FE YES YES YES YES 

Year FE YES YES YES YES 

Notes: Dynamic OLS is used. All explanatory variables are lagged by one year. Robust 

standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1 
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