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motivation and literature review

A common feature of many of current papers has been to extend
the basic financial accelerator mechanism developed by Bernanke and
Gertler (1989) and Kiyotaki and Moore (1997)to financial intermedi-
aries (banks) in order to capture the disruption of intermediation.

The goal of the model:
- Capturing a crisis when banks are highly vulnerable to risk
- Why banks adopt a risky balance sheet
-capturing the side effect of the credit policy on moral hazard
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Model

Bank’s budget constraint:

Qtst = nt + qtet + dt

Bank’s networth:

nt = RktQt−1st−1 − Retqt−1et−1 − Rtdt−1

The fraction of bank assets funded by outside equity:

χt = qtet/Qtst

Leverage ratio:
Qtst = φtnt
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steady states
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No policy responce
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Credit policy responce to crisis: low risk economy
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Credit policy responce to crisis: high risk economy
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Macroprudential along with credit policy in the high risk
economy

(1 + τt)Qtst = nt + (1 + τt
s)qtet + dt
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Macroprudential policy with out credit policy in the low
risk economy
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Welfare effects of policy
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Thank You:)
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