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OVERALL ASSESSMENT:

Short summary

An excellent diploma thesis extending the current literature on the effects of macroprudential policy
tools on credit and house prices by taking into account the impact of monetary policy cycles. Clear

hypotheses, suitable methodology, well-collected data, reasonable results. A good candidate for an
award and a future publication!

Contribution

Barbara Livorova has written a very interesting and topical thesis strongly contributing to the literature
on the interaction between monetary and macroprudential policy. Interestingly, despite both policies
being typically implemented by one institution, the central bank, there is quite some gap in the
literature on an empirical investigation of whether one policy reinforces or not the effects of the other
policy. Barbara focused on the effects of macroprudential policy measures (using the best available
database called “iMaPP” collected by Alam et al. 2019 at the IMF) on credit and house prices — the
typical “intermediate targets of macroprudential policy” in a sample of 72 countries (both advanced and
emerging markets), whereby she investigated whether the effects differ in different phases of the
monetary policy cycle. Such an analysis has not yet been done in the literature — most authors would
justinclude the interest rate among explanatory variables.

The identification of monetary policy cycles is another strong contribution of the thesis. These cycles
are defined using the traditional BBQ algorithm for the turning point analysis to identify peaks and
troughs in monetary policy rates. This is a very sensible approach, as central banks typically do
conduct monetary policy by alternating “tightening” and “loosening” phases (reacting to the data than
come from the macro-financial environment), and financial markets do commonly refer (and react!) to
such cycles and the observed turning points. Moreover, Barbara has very well captured the periods of
“negative” interest rates (zero-lower-bound on policy rates) by using shadow monetary policy rates
estimated in the available literature for the euro area, US and other countries (where needed) during
the post-2012 period.

The results of the thesis are very interesting and in line with intution — monetary policy in general does
reinforce the effects of macroprudential policy (i.e. the impact of macroprudential policy tools is
stronger in a “tightening” phase of monetary policy), but not for all measures, in all types of countries,
and not always on both targets (credit and house prices).

Methods

The thesis is using up-to-date empirical methods. Given the panel nature of the data sample, and
strong persistence of the dependent variables (with a possible endogeneity issue), GMM is used to
estimate the various models specified to test the hypotheses. The instrumental variables needed for
the GMM are taken from a large pool of potential variables (i.e not only the traditional GDP, interest
rates, and lagged values of both dependent and explanatory variables, but also variables from the
capital flows area). The monetary policy cycle is identifed using the peak-and-trough methodology
based on the famous BBQ algorithm adjusted for this particular phenomena of monetary policy rate
cycles. The various transformations and re-definitions of variables are done properly.

Literature
The thesis includes a good review of relevant literature and is refering to the concepts, tools and
results descibed in published studies. It covers both key readings about the objectvies, measures, and



Report on Master Thesis

Institute of Economic Studies, Faculty of Social Sciences, Charles University

Student: Bc. Barbara Livorova

Advisor: Doc. PhDr. Adam Gersl, Ph.D.

Does monetary policy reinforce the effects of

Title of the thesis: macroprudential policy?

effects of macroprudential policy, but also those studies that attempt to theoretically or empirically
investigate the interaction between monetary and macroprudential policies.

Manuscript form

The thesis is very well written, easy to read, and clear in what are the objectives, methods, and results
of the analysis. Details are relegated to Annexes, including an interesting (and for the reader
enriching) charts with all monetary policy cycles for the countries included in the analysis. The text
also includes nice descriptive charts on underlying developments in both dependent (credit and house
prices) and explanatory variables, especially those related to both policies, helping the reader to fully
grasp the underlying macro-financial environment of the years covered by the analysis.

Overall evaluation and suggested questions for the discussion during the defense
The thesis is an excellent piece of research with a strong value added. | recommend the thesis for
defense and suggest a grade A.

The results of the Urkund analysis do not indicate significant text similarity with other available
sources.

Barbara plans to continue with the PhD program and would like to elaborate further on this topic,
extending the diploma thesis into her first dissertation chapter and publish it in a suitable journal, which
| storngly support.

As supervisor of the thesis, | do not have any questions, but if time allows, Barbara could elaborate a

bit on in which directions does she plan to revise and extend the thesis. Does she for example plan to
experiment with alternative identification of the monetary policy cycles, and if so, how?
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EXPLANATION OF CATEGORIES AND SCALE:

CONTRIBUTION: The author presents original ideas on the topic demonstrating critical thinking and ability to
draw conclusions based on the knowledge of relevant theory and empirics. There is a distinct value added of the
thesis.

METHODS: The tools used are relevant to the research question being investigated, and adequate to the author’s
level of studies. The thesis topic is comprehensively analyzed.

LITERATURE REVIEW: The thesis demonstrates author’s full understanding and command of recent literature.
The author quotes relevant literature in a proper way.

MANUSCRIPT FORM: The thesis is well structured. The student uses appropriate language and style, including
academic format for graphs and tables. The text effectively refers to graphs and tables and disposes with a
complete bibliography.

Overall grading:

TOTAL GRADE
91-100 A
81-90 B
71-80 C
61-70 D
51-60 E
0-50 F
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