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Great topic

I Micro- vs Macroprudential regulation



Microprudential is classical banking regulation

Source: New York Times



What drives default in a bank?

I Probability of default (PD)

I Loss-given-default (LGD)



Basel framework

N(x) denotes the CDF for a standard normal

G(z) denotes the inverse CDF for a standard normal

R is the correlation across assets

M is effective maturity

b is a maturity adjustment

https://www.bis.org/basel_framework/chapter/CRE/31.htm



Macroprudential

https://som.yale.edu/centers/program-on-financial-stability/the-global-

financial-crisis/financialcrisischarts



https://som.yale.edu/centers/program-on-financial-stability/the-global-

financial-crisis/financialcrisischarts



https://som.yale.edu/centers/program-on-financial-stability/the-global-

financial-crisis/financialcrisischarts



Macroprudential

I Fire sales externalities

I Collateral multipliers

I Financial accelerators

I Bubbles

I ...



Great insight from San Millan (2023)

I Residential real estate credit has smaller capital
funding requirements than corporate lending

I RE loans default less

I Higher recovery values

I Real Estate is at the center of macroprudential
risks



Micro approach favors RE credit

Source: Lyons & Rice (2022)



Comment #1: Propagation mechanisms

I Need impulse response analysis: show
mechanisms

I Complementarity between RE and Corporate
credit: Chaney, Sraer, and Thesmar (2012 AER); Cvijanović

(2014 RFS); Adelino, Schoar & Severino (2015 JFE); Schmalz,

Sraer & Thesmar (2017 JF) ...



Comment #2: Match crowding-out facts

Chakraborty, Goldstein, & MacKinlay (2018 RFS); Martín,

Moral-Benito & Schmitz (2021 AER)



Comment #3: Expand policy analysis out of crisis
times

I Simulate and compare unconditional outcomes

I Mitigating crisis implies opportunity costs (Gete &

Melkadze 2020 JIE)



Comment #4: Cap. Req. vs LTV regulations

I Benetton (2021 JF)



Comment #5: Role of the appraisers

I Mayordomo, Rachedi & Rodríguez Moreno (2023 MS)



Conclusions

I Great topic

I Promising paper

I Keep working!


