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		Abstract

		The global financial crisis has reaffirmed the importance of financial factors for macroeconomic fluctuations. Recent work has shown how the conventional pre-crisis prescription that monetary policy should pay no attention to financial variables over and above their effects on inflation may no longer be valid in models that consider frictions in financial intermediation (CÃºrdia and Woodford, 2009). This paper analyzes whether Taylor rules augmented with asset prices and credit can improve upon a standard rule in terms of macroeconomic stabilization in a DSGE with both a firms' balance-sheet channel and a bank-lending channel and in which the spread between lending and policy rates endogenously depends on banks' leverage. The main result is that, even in a model in which financial stability does not represent a distinctive policy objective, leaning-against-the-wind policies are desirable in the case of supply-side shocks whenever the central bank is concerned with output stabilization, while both strict inflation targeting and a standard rule are less effective. The gains are amplified if the economy is characterized by high private sector indebtedness. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: DSGE, monetary policy, asset prices, credit channel, Taylor rule, leaning-against-the-wind

	
	

	
    

    
	

	
	
		JEL Classification: E30, E44, E50

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Gambacorta,  Leonardo and Signoretti,  Federico Maria, Should Monetary Policy Lean Against the Wind? An Analysis Based on a DSGE Model with Banking (July 2013). BIS Working Paper No. 418,  Available at SSRN: https://ssrn.com/abstract=2353002
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Leonardo Gambacorta (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Bank for International Settlements (BIS)  ( email )

			

			
			
				
				
				
					Centralbahnplatz 2
Basel, Basel-Stadt 4002
Switzerland

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				Centre for Economic Policy Research (CEPR) 

			

			
			
				
				
				
					London
United Kingdom

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Federico Maria Signoretti

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Bank of Italy  ( email )

			

			
			
				
				
				
					Via Nazionale 91
Rome, 00184
Italy

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				       98

			

		
		
		
			Abstract Views

			      798

		

		
		 
		
			Rank

			  261,704

		

		
	


	
		
            
            	        1 Citations
		

	

	
		
			
				       34 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Macroeconomics: Monetary & Fiscal Policies eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Macroeconomics: Monetary & Fiscal Policies eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,570

                                    

                                    
                                        PAPERS

                                           18,513

                                    

                                

                                
                            

                        

                    

                
	
                    Macroeconomics: Prices, Business Fluctuations, & Cycles eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Macroeconomics: Prices, Business Fluctuations, & Cycles eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,530

                                    

                                    
                                        PAPERS

                                           15,195

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    European Economics: Macroeconomics & Monetary Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                European Economics: Macroeconomics & Monetary Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,136

                                    

                                    
                                        PAPERS

                                           16,199

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Marco Da Rin at Tilburg University, Department of Finance, Francesco Giavazzi at University of Bocconi - Innocenzo Gasparini Institute for Economic Research (IGIER)National Bureau of Economic Research (NBER)

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Capital Regulation, Risk-Taking and Monetary Policy: A Missing Link in the Transmission Mechanism?

                        
                            By
                                
                                
                                    
                                    Claudio E. V. Borio
                                     and 
                                
                                    
                                    Haibin Zhu
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Hazardous Times for Monetary Policy: What Do Twenty-Three Million Bank Loans Say about the Effects of Monetary Policy on Credit Risk?

                        
                            By
                                
                                
                                    
                                    Gabriel JimÃ©nez, 
                                    
                                
                                    
                                    Steven Ongena, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Hazardous Times for Monetary Policy: What Do Twenty-Three Million Bank Loans Say about the Effects of Monetary Policy on Credit Risk-Taking?

                        
                            By
                                
                                
                                    
                                    Gabriel JimÃ©nez, 
                                    
                                
                                    
                                    Steven Ongena, ...
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Bank Risk and Monetary Policy

                            
                                By
                                    
                                    
                                        
                                        Yener Altunbas, 
                                        
                                    
                                        
                                        Leonardo Gambacorta, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Bank Risk and Monetary Policy

                            
                                By
                                    
                                    
                                        
                                        Yener Altunbas, 
                                        
                                    
                                        
                                        Leonardo Gambacorta, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Interbank Contagion at Work: Evidence from a Natural Experiment

                            
                                By
                                    
                                    
                                        
                                        Rajkamal Iyer
                                         and 
                                    
                                        
                                        JosÃ©-luis PeydrÃ³
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Does Monetary Policy Affect Bank Risk-Taking?

                            
                                By
                                    
                                    
                                        
                                        Yener Altunbas, 
                                        
                                    
                                        
                                        Leonardo Gambacorta, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Does Monetary Policy Affect Bank Risk-Taking?

                            
                                By
                                    
                                    
                                        
                                        Yener Altunbas, 
                                        
                                    
                                        
                                        Leonardo Gambacorta, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Does Monetary Policy Affect Bank Risk-Taking?

                            
                                By
                                    
                                    
                                        
                                        Yener Altunbas, 
                                        
                                    
                                        
                                        Leonardo Gambacorta, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Hazardous Times for Monetary Policy: What Do Twenty-Three Million Bank Loans Say about the Effects of Monetary Policy on Credit Risk-Taking?

                            
                                By
                                    
                                    
                                        
                                        Gabriel JimÃ©nez, 
                                        
                                    
                                        
                                        Steven Ongena, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.110 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		

		
		
		
		
		
		
		
		
		
		
	

