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Abstract: One of the focuses of recent literature has been the macro-
economic effects of macroprudential policy instruments. The inno-
vation of this paper is that it studies the effects of transparent macro-
prudential policies on price stability. The results presented herein
provide the first empirical evidence that macroprudential transpar-
ency can aid to achieve stable inflation in emerging and developing
countries. The effect is necessarily transmitted through reduced oc-
currence of banking crises. We also record a particular advantage of
macroprudential transparency for non-inflation targeting countries.
Overall, the results are robust to the use of two proxies of price sta-
bility.
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1. Introduction and review of literature

Price stability has been a long-standing topic of many research papers for its
contribution to monetary policy effectiveness. Keeping inflation stable has been
and is always the ultimate objective of central banks and academic research has
been devoted to analyze its factors and determinants over a range of economies.
Strategies to stabilize inflation include adoption of inflation targeting regime (see
Ball and Sheridan, 2005; Akram and Eitrheim, 2008; Svensson, 2010; Aguir, 2018;
Giiler, 2021, etc.), more independent and accountable central banks (e.g., Tem-
ple, 1998; Neyapti, 2004; Jacome and Vasquez, 2008; Klomp and de Haan, 2010;
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Agoba, Abor, Osei and Sa-Aadu, 2017; Nurbayev, 2018; etc.), tight fiscal policy
and better quality of institutions (see Ozsahin and Ugler, 2017; Montes and da
Cunha Lima, 2018; Nurbayev, 2018). However, since the latest global financial
crisis, worldwide central banks have been pledged to embrace financial stability
beyond their standard goal of monetary stability, implying the implementation of
macroprudential regulation in order to mitigate financial vulnerabilities and en-
sure the well-functioning of financial systems. Policymakers believe that macro-
prudential in addition to monetary policy instruments may basically restrain fis-
cal imbalances (see Borio and Shim, 2007; Borio and Drehmann, 2009). Empiri-
cal works such as Claessens, Ghosh, Swati and Mihet (2013), Cerutti, Claessens
& Laeven (2017) and Akinci and Olmstead-Rumsey (2018) also scrutinize the
effectiveness and efficacy of macroprudential instruments in limiting and miti-
gating excessive credit growth, especially in emerging countries. Bruno, Shim
andShin (2017) find that the banking sector and bond capital flow management
policies are successful in slowing down banking and bond inflows. Tillmann
(2015) shows that loan-to-value ratios reduce credit growth and house prices
in Korea. Macroprudential tools have also their beneficial effects on economic
growth. For instance, Boar, Gambacorta, Lombardo andda Silva (2017) docu-
ment less volatility in GDP growth for countries that use macroprudential poli-
cies, while Bergant, Grigoli, Hansen & Sandri (2020) find that macroprudential
regulation alleviate the effects of global financial shocks on economic growth of
emerging markets and thus improves macroeconomic stability.! Only recently
has the relationship between price stability and macroprudential policy become
the flavour of modern research. The general consensus is, however, mixed. For
example, Akram (2014) finds that bank capital requirements have weak effects on
macroeconomic variables by using quarterly data on Norway. With a dynamic
stochastic equilibrium model, Tayler and Zilberman (2014) argue that countercy-
clical bank capital regulation is more effective than monetary policy in promot-
ing price and overall macroeconomic stability, while Glocker and Towbin (2015)
find that a tightening increase in reserve requirements leads to an increase in the
price level in Brazil. Kim and Mehrotra (2018) show that changes in macropru-
dential policy measures may have negative effects on inflation. Now the effects of
variations in loan-to-value ratios on inflation are negligible according to Richter,
Schularick & Shim (2019).

Although this work complements the existing literature, the line of reasoning
differs from the papers above because here we do not focus on the macroeco-

! For an overview of literature, see Lim, Costa, Kongsamut, Otani, Saiyid and Wu (2011), Galati
and Moessner (2013, 2018), Dumici¢ (2017) and Araujo, Patman, Popescu, Valencia and Yao
(2019).
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nomic effects of macroprudential instruments, but on the effect of transparency
of macroprudential policy on price stability. Previous works establish that cen-
tral banks with a higher degree of monetary transparency might enjoy economic
benefits such as lower inflation expectations (e.g., van der Cruijsen, Carin and
Demertzis, 2007) or inflation persistence (see van der Cruijsen, Eijffinger and
Hoogduin, 2010; Dincer and Eichengreen, 2014; Trabelsi, 2016) although theory
shows that higher transparency is not always good for social welfare (see Morris
and Shin, 2002; Cukierman, 2009). Other papers focus on the impact of trans-
parent fiscal policies on inflation in level and expectation (e.g., Hameed, 2006;
Montes and da Cunha Lima, 2018). Overall, both monetary and fiscal transpar-
ency yield positive impacts on economy. Can the same be said for macropruden-
tial transparency? This is the central question of the current study.

Considering macroprudential transparency as a potential determinant of infla-
tion is definitely a new contribution to the literature. Our empirical work is par-
ticularly rooted as the earlier research fails to find a clear relationship between
macroprudential instruments and inflation. Additionally, we are the first to use
a macroprudential transparency index taken from Horvath and Vasko (2016).
Our analysis is founded on the premise that a more transparent macroprudential
policy induces more stable financial systems. Hence, macroprudential transpar-
ency is seen as a crisis preventive tool. The financial crisis that erupted in 2008,
in turn, pushed inflation to higher levels (see, for instance, Jaicome and Vasquez,
2008; Adeleke and Ogebe, 2013; Montes and da Cunha Lima, 2018; Nurbayev,
2018; etc.). Thus, we hypothesize that communicating about potential threats to
financial systems through publishing financial stability reports directly and in-
directly stabilizes inflation by reducing the occurrence of banking crises. Inter-
estingly, we also record a beneficial effect of macroprudential transparency for
non-inflation targeting countries.

To our knowledge, our paper is the first attempt to evaluate the effect of macro-
prudential transparency on price stability. Furthermore, we provide the first
empirical evidence that emerging and developing countries can benefit from in-
creasing macroprudential transparency to yield more stable inflation rates. Our
results are robust for using two measures of inflation.

The rest of manuscript is organized as follows. Section 2 reviews the effects of
macroprudential policy. Section 3 describes data and methodology. We expose
the results in Section 4 and Section 5 concludes.



Journal of Central Banking Theory and Practice

2. Empirical evidence on the effects of macroprudential
transparency

Quantifying the impact of macroprudential transparency is still in its infancy.
This fact is mainly due to the lack of reliable measures of macroprudential trans-
parency. The few existing measures especially target the financial stability reports
(FSRs). To our knowledge, Sotomska-Krzysztofik and Szczepanska (2006) are the
pioneers of the first index of macroprudential transparency calculated on a sam-
ple of 35 central banks. Their index is the sum of 10 components related to the
goal of central banks and its declaration, publication of FSRs and the frequency
of their publications, information about crisis management, information about
the lender of the last resort, information about conditions of emergency liquidity
assistance, press releases, speeches and the display of issues about financial sta-
bility on central banks’ websites. A composite index of quality rating is issued by
Cihak, Mufioz, Teh Sharifuddin and Tintchev (2012) based on financial stability
reports of 44 countries. Whether a country publishes FSRs or not does seem to
mitigate the financial risks, but a high FSR quality rating reduces the occurrence
of banking crisis and stock market volatility. Born, Ehrmann and Fratzscher
(2014) focus on the content and timeline of the financial stability reports as well
as the interviews/speeches by central bank governors on a sample of 37 central
banks over the period 1996 - 2009. They find that communicating through FSRs
significantly reduces stock market volatility especially when assessments tend to
be optimistic, while market returns respond to speeches/interviews during crisis
times. Horvath and Vasko (2016) build an index of central bank financial stability
transparency for 100 countries by summing 11 items that include the publication,
the frequency and the coverage of FSRs. Each item is measured on a 0-1 scale. The
final score ranges between 0 (no transparency) and 11 (maximum transparency).
They find that increasing macroprudential transparency is beneficial to financial
stability until a certain threshold for the entire sample of countries.

3. Data and econometric model
3.1. Data

We use an unbalanced panel of 190 emerging and developing countries as classi-
fied by the International Monetary Fund (IMF). The choice of this class of econo-
mies is motivated by the effective use of macroprudential policies in those econo-
mies relative to advanced ones (see Borio and Shim, 2007; Lim et al., 2011; Cerutti
et al., 2017). The period of investigation spans from 1998 to 2015. Due to missing
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data, we end with trimmed samples. Our dependent variable is the rate of infla-
tion taken from the World Bank's World Development Indicators Database. In
this sub-section, we describe country-level macroeconomic, structural and insti-
tutional variables that earlier literature identified to be potential determinants of
inflation in addition to our variable of interest.

Macroprudential transparency. We select the variable of interest from Horvath
and Vasko (2016) because the index is freely available for a large cross-sectional
unit and over a reasonable timeline. Figure 1 represents the yearly average of
macroprudential transparency scores across countries. We clearly see an upward
trend which suggests that emerging and developing countries have incentives to
increase the transparency of macroprudential policies.

Real GDP per capita. The natural logarithm of real GDP per capita is available at
the World Development Indicators Database. The relationship between income
and inflation is bidirectional according to literature. In our paper, we hypothesize
that real GDP per capita negatively causes inflation. Including that variable as a
factor of inflation is frequent in many papers (e.g., Temple, 1998; Aisen and Veiga,
2006; Klomp and de Haan, 2010; Samimi, Ghaderi, Hosseinzadeh and Nademi,
2011; Agoba, Abor, Osei and Sa-Aadu, 2017; Nurbayev, 2018).

Trade openness. The sum of exports and imports of goods and services as a share
of GDP is selected from the World Development Indicators Database.

Central bank independence. The relationship between central bank independ-
ence and inflation is well discussed in literature. While in some papers, more
independence reduces inflation, other works are not conclusive about the sign
and/or its significance (see Loungani and Sheets, 1997; Temple, 1998; Neyapti,
2004; Jacome and Vasquez, 2008; Klomp and de Haan, 2010; Agoba et al., 2017;
Nurbayev, 2018). We select the measure of Garriga (2016) who provides data for
182 countries under the period 1970-2012. We use the index of Garriga instead
of the measure proposed by Dincer and Eichengreen (2010) because the former is
available on a longer timeline.

Political stability, corruption and rule of law. We gather the institutional deter-
minants of inflation from the World Governance Indicators database, originally
developed by Kaufmann, Kraay and Mastruzi (2009). Each score ranges between
-2.5 and 2.5. Examples of papers including institutional factors of inflation en-
compass Aisen and Veiga (2006), Montes and da Cunha Lima (2018) and Nur-
bayev (2018), etc.
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Figure 1: Evolution of the average of the External debt. We use the external debt
index of macroprudential transparency as a percentage of GNI from the World
over time

Development Indicators Database.
Klomp and de Haan (2010) find that
71 more external debts cause inflationary
pressures on a sample of 100 countries.
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Development Indicators Database. On
a sample of 42 countries, King and Ma
(2001) and Neyapti (2004) shows that
government size is likely to increase
the rate of inflation.

Source: Author

Inflation targeting. Whether a country adopts inflation targeting or not matters
for stabilizing inflation. The variable is a dummy that takes one starting from the
year of adoption and zero otherwise. Information about the exact year of infla-
tion targeting adoption is obtained from the IMF and Roger (2010).

Banking crisis. Accounting for a major event such as a financial crisis is manda-
tory in our model since inflation in many countries has shifted upward in 2007-
2009. The banking crisis dummy is obtained from Laeven and Valencia (2013).

3.2. Econometric model

We estimate a standard dynamic panel given by the following equation
Yie = ayie—1 + PieB + 1 + 8¢ + &, o] <1 1)

where y;, is the inflation rate, W is a vector of the macroprudential transparen-
cy index plus a set of control variables as specified in the previous sub-section,
H;, S, €t are the individual-specific effects, the time effects, and the idiosyncratic
error term, respectively. The subscripts i and t denote the cross-sectional unit
and the time dimension, respectively. The choice of the estimation method is an
important matter when the model includes a lagged dependent variable because
Yit—1 is necessarily correlated with the country-fixed effects and this correlation
raises an endogeneity bias. Methods such as the Ordinary Least Square (OLS)
or the Within estimator are not appropriate in such a case (see Nickell, 1981).
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Regressors contained in the vector W can also be potentially endogenous. The
General Method of Moments (GMM) is suitable to overcome this problem. First-
differencing Eq. (1) was proposed by Arellano and Bond (1991) to get rid of the
fixed effects p; and then using deeper lags of the first-differenced endogenous
variables as instruments. Mathematically, this implies the Eq. (2) below

Ay = aly;_; + AW B + A8, + Agyy )

In the case of a finite sample just as ours, the difference-GMM estimator of Arel-
lano and Bond (1991) might perform poorly. Arellano and Bover (1995) and Blun-
dell and Bond (1998) recommend the system-GMM. The latter is consistent for
samples with large cross-sectional units and small-time dimension. We call for
the Windmeijer finite sample correction by applying the two-step system-GMM
estimation with robust standard errors (Windmeijer, 2005) in order to get more
efficient standard errors. Since our panel has missing data, we use the forward
orthogonal deviation to maximize the sample size (see Baum, 2013). We use the
lag restriction and replace the "GMM-style" instruments with their principal com-
ponents in order to reduce the instrument count (see Kapetanios and Marcellino,
2010; Bai and Ng, 2010; Mehrhoff, 2009). Finally, all variants of Eq. (1) are estimat-
ed with ‘xtabond2’ routine available from Stata and are accompanied with the es-
sential diagnostic tests as requested by Roodman (2009a, b), namely the number of
instruments and the respective p-values of the first-order serial correlation (AR1),
the second order serial correlation (AR2) and of the Hansen test of overidentify-
ing restrictions (Hansen, 1982) are computed in the last lines of the output tables.

4. Results and discussion
Figure 2: Simple mediation analysis

Figure 2 illustrates the triangular re-
lationship between macroprudential
transparency (X), banking crisis (M)
and inflation (Y). The mediated or in-
direct effect is quantified by the prod-
uct ab. Thus, our goal is to empirically
test our argument through the follow-
ing hypothesis.

X: predictor variable ab:indirect effectof Xon ¥

. M: mediator ¢ directeffect of Xon Y
HYPOtheSIS 1 More trar.ls.par?nt Y:outcome variable c total effectof Xon Y
macroprudential policies stabilize in- aeffectof Xon M =ab+ ¢

flation directly and indirectly by miti- breffectofMon ¥

gating the occurrence of banking crisis.

Source: Preacher and Hayes (2004)
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4.1. Macroprudential transparency and banking crisis

To test Hypothesis 1, in the first step, we test the path (a). In other terms, we need
to see whether macroprudential transparency reduces the occurrence of banking
crisis. To do so, we estimate a panel logit model by following Horvéath and Vasko
(2016) but with the difference that we assume a linear relationship between both
variables. Formally, the panel logistic regression has the following representation

P[Bcrisisj; = 1|X]

lOg( 1—P[Bcrisisy = 1|X]) =0 +Xy+mt+e; (3)

where X, ;, €1, are the vector of regressors, the individual fixed effects and the
idiosyncratic error term. The results of the multivariate estimations of Eq. (3) are
available in Table A.1 in Appendix A.

More transparency in macroprudential policies is beneficial for countries in our
sample as it contributes to the reduction of banking crisis occurrence. The coef-
ficient is negative and statistically significant at 10% controlling for other factors.
The result contradicts the one of Horvath and Vasko (2016) who find a non-linear
quadratic relationship between their index of macroprudential transparency and
banking crisis dummy. In their study, macroprudential transparency is beneficial
up to a certain value, but we conjecture this result to the use of a mix sample of
advanced and emerging and developing countries.

4.2. Macroprudential transparency and inflation

In the second step, we conduct panel regressions to verify path (c) (Without media-
tor) and paths (b) and (") (With mediator). In other terms, we ask whether macro-
prudential transparency, by mitigating the occurrence of banking crisis, can allow
for better monetary conditions such as stabilizing inflation. The related results are
available in Table 1 and suggest that the index of macroprudential transparency
loads statistically significant. Particularly, the associated coefficient is negative as
expected with magnitude ranging over [-1.018, -0.514]. Meanwhile, the last lines
of Table 1 indicate that all tests meet the diagnosis requirements mentioned in
sub-section 3.2. Thus, they approve the validity of our dynamic panel estimations.
Real GDP per capita (in log) and the index of central bank independence are not
statistically significant and end with a wrong sign most of the times. The latter
result should not be surprising because earlier studies such as Cukierman, Webb
and Neyapti (1992), Campillo and Miron (1997), King and Ma (2001), and Neyapti
(2004) find that central bank independence matter for rich countries whose infla-
tion is lower than 20% and when it is accompanied by or interacted with the tax
centralization variable . Openness to trade economically matter for inflation, but
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it is statistically significant only in column 6. Political stability, rule of law and
corruption deterrence fight inflationary pressures, but we find that only the first
institutional factor effectively causes low inflation. This result is consistent with
the findings of Temple (1998), Aisen and Veiga (2006), Klomp and de Haan (2010),
Montes and da Cunha Lima (2018) and Nurbayev (2018).

Now controlling for the banking crisis dummy supplies two noteworthy results:
First, the inflation goes upwards as the coefficient on the dummy crisis is positive
and statistically significant (see columns 7-12). Second, macroprudential transpar-
ency still appears as the leading determinant of inflation, but the size effect falls a
bit. These results suggest that there is some form of mediation. Particularly, macro-
prudential transparency has a direct and an indirect effect on inflation and the
indirect effect is likely to be transferred by the occurrence of banking crisis damp-
ening. However, to ensure that the indirect is really effective, we need to comple-
ment the panel regressions by a separate mediation analysis (see sub-section 4.3).>

Next, we carry out a robustness check by substituting the inflation rate with the
inflation, GDP deflator. The related results appear in Table 2. Macroprudential
transparency index exhibits again a negative and a statistically significant coef-
ficient. A one-unit increase in the score drops the inflation rate by no more than
1.6 percentage units (see columns 1-4). Turning to the controls, real GDP per
capita and government consumption fail to load statistically significant although
they have the expected signs most of the times. The results related to the institu-
tional determinants are promising. Indeed, political stability, rule of law and cor-
ruption have their expected signs and are statistically significant. Countries with
better quality of institutions enjoy lower levels of inflation and more stable prices.
Once we control for banking crisis, the size effect of macroprudential transpar-
ency decreases a bit but still exhibits a negative and a statistically significant co-
efficient. Banking crisis dummy is also significant and positive, suggesting that
macroprudential transparency is likely to exercise a direct and an indirect effect
on inflation, GDP deflator through limiting the occurrence of banking crisis and
ensuring more stable financial systems.

Finally, the diagnostic tests at the bottom of Table 2, namely, the first order serial
correlation (AR1), the second order serial correlation (AR2) and the Hansen test,
indicate that all estimations are carried out with carefulness.

2 At our discretion, we also controlled for the exchange rate regime. The associated result is al-
ways insignificant. The finding supports the results of Campillo and Miron (1997) and King and
Ma (2001). Both papers show that exchange rate regime is not an important factor of inflation.
We choose not to report our result for the purpose of concise presentation, but it is available
upon request.
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4.3. Does macroprudential transparency make a difference in
non-inflation targeting countries?

Our previous empirical analysis suggests that emerging and developing countries
with higher degrees of macroprudential transparency benefit from lower inflation
rates. However, we need to assess whether higher transparency of macropruden-
tial policies can induce better inflation performance for non-inflation targeting
countries. Figure 3 clearly shows that both inflation-targeting and non-inflation
targeting countries experienced reductions in the rate of inflation. Furthermore,
both line plots become close to each other starting from 2009. This suggests that
targeting low inflation may not be the sole or the best development strategy for
emerging and developing countries (see Anwar, Chowdhury & Islam, 2011). To
put the benefits of macroprudential transparency in perspective, we replicate the
panel estimations on the sample of non-inflation targeting countries. Columns
1-7 in Table A.2 in Appendix A indicate that the score of macroprudential trans-
parency appears again as the leading determinant of the inflation rate with nega-
tive and statistically significant coefficient. Banking crisis dummy enters Eq. (1)
significantly with a positive sign as expected, but the coefficient on macropru-
dential transparency /though negative either decreases in terms of magnitude
or loses its statistical significance (see
Figure 3: Evolution of the average of columns 10-11). This implies that there
inflation over time in inflation-targeting some form of mediation occurred
and non-inflation targeting countries through the banking crisis dummy.
If we substitute the inflation rate with
i the inflation, GDP deflator, we obtain
qualitatively similar results (see Table
A.3). However, we note an improve-
ment in institutional determinants’
107 behaviour, namely higher political sta-
/\ bility, control of corruption and rule of
N~ = = law economically and significantly de-
1998 2000 2002 2004 2006 2008 2010 2012 0% crease the rate of inflation, GDP defla-
- tor.> Meanwhile, the diagnostic tests in
the last lines of Tables A.2-A.3 validate

all estimations.

Inflation

5

— Non-Inflation targeting Inflation targeting

Source: Author

* Atour discretion, we looked at the effect of macroprudential transparency on inflation in infla-
tion targeting countries. The results fail to detect any statistically significant impact of macro-
prudential transparency. The related results are not reported for the purpose of concise presen-
tation, but they are available upon request from the author.
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4.4. Simple mediation analysis results

The simple mediation model consists of estimating seemingly unrelated regres-
sions (SUREG) that take the following expression

{M=a+aX+yZ+s
Y=B+bM+cX+e

where M, X, Z and Y are again the mediator, the predictor, the covariate(s) and
the outcome variable, respectively. According to the above model, the product
ab accounts for the so-called indirect effect. The simple mediation, in our case,
captures the path Macroprudential transparency (X) > Banking crisis (M) >
Inflation (Y). Since the mediation analysis requires independent observations,
we average data over the period of investigation to obtain cross sectional data.
In this case, banking crisis is interpreted as the frequency of times a crisis oc-
curs in a country. Whether there is a mediation or not, we use the bootstrapping
approach for the coefficients of the SUREG model as recommended by Preacher
and Hayes (2008). Hence, we need to report the point estimate, quantified by the
product ab, the standard error and the associated bootstrapped confidence inter-
vals. From the output of Table 3, the point estimate is 0.191, the standard error is
valued at 0.150, the bias corrected and accelerated confidence intervals are (0.007
to 0.502) and (0.003 to 0.491), respectively. As zero does not lie in the respective
90% confidence intervals, we can infer significant mediation of macroprudential
transparency on inflation through the reduction of banking crisis. Along with
the panel regression results, we can conclude a partial mediation form (see Zhao,
Lynch and Chen, 2010). In other terms, macroprudential transparency has both
a direct and an indirect effect on inflation through minimizing the occurrence
of banking crises.

If we substitute the dependent variable with inflation, GDP deflator, the simple
mediation analysis gives qualitatively the same results. Indeed, the indirect effect
of macroprudential transparency is quantified at 0.309 with 90% percentile, bias
corrected and bias corrected and accelerated confidence intervals respectively
given by (0.033 to 0.682), (0.047 to 0.720) and (0.040 to 0.700). Again, we have the
evidence that macroprudential transparency affects directly and indirectly the
inflation, GDP deflator through banking crisis reduction. Applying the media-
tion analysis on non-inflation targeting sample informs us that the indirect effect
through banking crisis is statistically significant with 90% of confidence interval
when the dependent variable is the inflation, GDP deflator, but we fail to detect a
significant indirect effect of macroprudential transparency when the dependent
variable is the inflation rate.
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5. Conclusion

History records that inflation might be worrying when countries experience eco-
nomic and financial recessions. Our paper provides the first empirical evidence
that macroprudential transparency could be an essential and useful tool for price
stability and that the effect is transferred through mitigating the occurrence of
banking crisis. Nevertheless, policymakers around the world should take preven-
tive measures that are not only based on economic and financial criteria, but also
on public health threats that can lead to economic shocks. The unprecedented
worldwide Covid-19 pandemic is an excellent example that has its consequences
on human health as well as on economic conditions. However, accounting for
such a major event is left for future research until more data are collected, espe-
cially for macroprudential transparency index.

Table 1: Effect of macroprudential transparency on inflation

Without mediator: Path (c)

(1) ) 3) 4 (5 (6) (7)
Inflation 0372 0344 0392 0395 0.389"" 0362 0.346™
it (0.030) (0.017) (0.030) (0.036) (0.030) (0.044) (0.042)
et 0514 018 984T 0678 0587 0646 0757
it1 (0.268) (0.554) (0.891) (0.400) (0.329) (0373) (0453)
. -0192 -0.188 1094 0443 1723
Real GDP per capita,., (log) (1.558) (2815) (3.176) (1.897) (1.826)
Government consumption, , (g?;)
External debt/GNI (%%3169)
Banking crisis, ,
6.571
CBl, (4684
Trade 0.023 0.006 -0.0M -0.007 -0.003 -0.024"
it (0.020) (0.017) (0.022) (0.013) (0.031) (0.012)
pS 3677 -4107"" -1.617°
it1 (1.036) (1.369) (0.843)
-1.793
Rl (3.558)
-0.752
«,, (2:630)
Constant 1579 2444 6.359 9282 2513 1.941 -10.103
(2.892) (2.137) (13.194) (22.800) (26.568) (16.105) (15.671)
N°observations 813 600 919 905 827 829 829
N°countries 78 57 78 79 79 79 79
Neinstruments 69 54 64 63 66 67 58
AR1 (p-value) 0.020 0.033 0.003 0.006 0.017 0018 0.016
AR2 (p-value) 0.313 0.149 0.719 0431 0.394 0.554 0.686

Hansen test (p-value) 0.383 0.510 0.203 0.149 0.181 0.111 0428
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Without mediators: Paths (b) and (¢')

8) ) (10) (1) (12) (13)
Inflation 0372 0409 0379 0378 0347 0382
it1 (0.026) (0.025) (0.038) (0.034) (0.039) (0.035)
\pT 0537 -1.068" -0.649" -0.584" -0.526' 0,643
i (0.316) (0.540) (0.319) (0.261) (0.279) (0.359)
) 0720 -1029 -0.691 1063 0215
Real GDP per capita, (log) (1779 (233) (3.223) (1.644) (1742)
. 0129
Government consumption, 0.234)
External debt/GNI
Banking crisis 5.595" 7365 7002 6.311 6.17% 5844
9 it (3.308) (4102) (4.205) (3.592) (3.621) (3.448)
2367
CBl“ (3.096)
Trade 0014 -0.004 -0.008 -0.004 -0.007
it (0.014) (0.021) (0.023) (0.023) (0.015)
pS -3.080™ -0.458
it (0.931) (1.362)
-2.864
Rl (3109)
41652
G (3.874)
Constant 4.859 -4.801 12.048 8101 -2.869 7.281
(3.702) (14.878) (17.597) (26.309) (14.366) (14.153)
N°observations 813 919 905 827 829 829
N°countries 78 78 79 79 79 79
Neinstruments 75 77 77 77 78 73
ART1 (p-value) 0.020 0.003 0.006 0.017 0.017 0.016
AR2 (p-value) 0413 0.787 0.597 0.642 0.653 0.592
Hansen test (p-value) 0.451 0.249 0.335 0.310 0.249 0.356

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

Inflation: inflation rate, MPT: the index of macroprudential transparency, Real GDP per capita
(log): The natural logarithm of real GDP per capita, Government consumption: Government

consumption as a share of GDP, External debt: the ratio of external debt to GNI, banking crisis:

a dummy that takes one if a crisis occurs in a country and 0 otherwise, Trade: The share of
imports and exports to GDP, CBI: central bank independence index of Garriga (2016),
PS: political stability, RL: rule of law and CC: control of corruption.

AR1, AR2 are the first-order and the second order serial correlation and Hansen is the test of
overidentifying restrictions.
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Table 2: Effect of macroprudential transparency on inflation, GDP deflator

Without mediator: Path (c) With mediator: Paths (b) and (')
(1) () 3) (4) (5) (6) (7) (8) ) (10) (11)
Inflation_GDP 0.258" 0219 02447 0248 | 0.280" 0305 0.295"  0.41 0.201° 0.226"
deﬂatoriH 0113) (01290 (0.109) (0.119) 0.119)  (0.106) (0124)  (0.740)  (0120)  (0.123)
MPT -1.530" <1627 13757 14067 | -0981°  -1.507° -3 -17467 12157 -0.859
it1 0770)  (0.749)  (0.650)  (0.584) | (0.571)  (0.771) 0612)  (0.704)  (0.508)  (0.402)
Real GDP per 1818 141 0.900 0.254 0044  -0623  -0647  -0310
capita, , (log) (1.890)  (1.280)  (1.245) (1357) (1.007)  (1.836)  (1.747)  (1.795)
Governmentcon-  0.140 0.349
sumption, (0.498) (0.648)
Bankina crisis 15828 9115 939" 105467 9831 5468
9 it1 (6.522)  (5.254) (5.355)  (5.285)  (5.389)  (5.300)
Trade 0.024 0.013 -0.0M -0.000 0.003 -0.025 -0.022 0.018 0.023 0.016
it (0.033)  (0.040)  (0.023)  (0.027) | (0.039)  (0.018) (0.017)  (0.028)  (0.030)  (0.028)
3.234
CBl, 122
pS 5,885 5537 -4.269° 3936
it1 2.272)  (2124) (2.407) (1330)
AL -4.258" -6.562"
i1 (2.292) (2799)
« -5.639" -71617
it1 (2410) (2.465)
Constant 6.451 -4.094 0.542 401 2.238 10462 11.674 5423 13.809 10472
(8195)  (15.760)  (12.040) (10.447) | (10.129)  (10.747) (8.231)  (15.360)  (14.834)  (13.887)
N°observations 838 855 857 857 838 920 936 855 857 857
N°countries 81 81 81 81 81 80 81 81 81 81
N°instruments 68 68 68 66 80 74 70 80 77 69
AR1 (p-value) 0.009 0.009 0.006 0.008 0.006 0.004 0.005 0.009 0.007 0.007
AR2 (p-value) 0.694 0.719 0.662 0.723 0.733 0.261 0.300 0.717 0.766 0.798
Hansen test 0230 008 0228 010 | 0257 0065 0103 0120 0126 0081
(p-value)

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

Inflation_GDP deflator: inflation, GDP deflator, MPT: the index of macroprudential
transparency, Real GDP per capita (log): The natural logarithm of real GDP per capita,
Government consumption: Government consumption as a share of GDP, banking crisis: a
dummy that takes one if a crisis occurs in a country and 0 otherwise, Trade: The share of
imports and exports to GDP, CBI: central bank independence index of Garriga (2016),

PS: political stability, RL: rule of law and CC: control of corruption.

AR1, AR2 are the first-order and the second order serial correlation and Hansen is the test of
overidentifying restrictions.
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Table 3: Cross-sectional mediation analysis

Dependent variable: Inflation
Mediator: Banking crisis
Predictor: Macroprudential transparency

Bootstrap results

command: bootmm
_bs_l : r(indbcrisis)
| Observed
| Coef. Bias
_____________ B T
bs 1 | .1906933 .0075824
|
|

(P)percentile confidence interval
(BC)bias-corrected confidence interval
(BCa)bias-corrected and accelerated confidence interval

Number of obs = 79
Replications = 5000
Bootstrap
Std. Err. [90% Conf. Interval]
.14987033 -.0078831 .4715668 (P)
.0069937 .5012096 (BC )
.0028708 .4908343 (BCa)

indberisis: The indirect effect of macroprudential transparency on inflation through banking crisis.

Table 3: Cont.

Dependent variable: Inflation, GDP deflator
Mediator: Banking crisis
Predictor: Macroprudential transparency

Bootstrap results

command: bootmm
_bs_l : r(indbcrisis)
| Observed
| Coef. Bias
_____________ S S Syt
_bs 1 | .30866453 .0103635
|
|

(P) percentile confidence interval
(BC) bias-corrected confidence interval
(BCa) bias-corrected and accelerated confidence interval

Number of obs = 82
Replications = 5000
Bootstrap
Std. Err. [90% Conf. Interval]
.19851065 .0334353 .682507 (P)
.0474059 .7208484 (BC)
.0400761 .7004957 (BCa)

indbcrisis: The indirect effect of macroprudential transparency on inflation, gdp defaltor through banking crisis.
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Appendix A

Table A.1: Effect of macroprudential transparency on banking crisis: Logistic regression
with fixed effects

77777 Path (a)
(1) (2) 3) 4) (5) (6) (7)
NPT 0492 -0.350° -0.269 -0.380° -0.355° 0404 -0.350"
it (0192) (0.208) (0.241) (0.209) 0.212) (0.224) (0.210)
6P per capita (inlog) 1726 1667 1784 1690 1581 1814 1624
percaptiafiniog 0515 (059 (0619 (0570 (054 (0616  (0.56)
0 0.189 0.0827 0.0846 0.163 -0.0539 0.536 0.0198
it (0.437) (0.476) (0.565) (0.495) (0.539) (0.569) (0.479)
Trade 000984  -0.000805  0.0045 0000337  0.00747 -0.0238 -0.00187
it (0.022) (0.024) (0.026) (0.024) (0.025) (0.026) (0.024)
0913
S, (0.946)
57487
«, (1.674)
-0.748
RL, (1.732)
0.947
RQ, (1.602)
7407
GE, (2301
-1.878
VA, (1.539)
N°observations 156 143 143 143 143 143 143
Hausman Al 20.37 17.87 21.56 65.83 38.76 20.01
Hausman (p-value) 0.000 0.0011 0.0031 0.0006 0.0000 0.0000 0.0012

Standard errors in parentheses. * p < 0.1, ** p < 0.05, *** p < 0.01
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Table A.2: Effect of macroprudential transparency on inflation:

Non-inflation targeting countries

Without mediator: Path (c)

(1) ) B) ) (5) (6) ()
Inflation 0359 0.334™ 0407 0.365™ 0.359™ 0372 0.349™
it (0.031) (0.018) (0.031) (0.058) (0.052) (0.047) (0.037)
WPT -0.745° -1.294" -1.032° -0.889" -0.690" -0.626 -1.008"
el (0.424) (0.636) (0.624) (0.431) (0.357) (0.389) (0.449)
Real GDP per capita, , (log) (19450256) (73.68315 (z:fzgj) (Siﬁ <10;9(J;>
Government consumption, , (gggj)
External debt/GNI (ggg)
Banking crisis, ,
2.640
CBl, (2.812)
Trade. 0.032 0.009 0.023 0.007 -0.002 -0.01
" (0.021) (0.017) (0.076) (0.047) (0.046) (0.052)
ps -4343 -3761 -1.203
il (0.836) (1.049) (1.367)
-1.569
AL, (2661)
-1.781
«,, (4.281)
Constant 0.000 1.867 12.925 32.883 14.904 6.141 5.254
() (2.140) (12.273) (50.948) (33.008) (11.508) (13.535)
N°observations 656 482 752 738 670 672 672
N°countries 70 52 70 n 7 Il N
Neinstruments 62 49 64 60 63 65 58
AR1 (p-value) 0.025 0.038 0.004 0.008 0.022 0.021 0.021
AR2 (p-value) 0.405 0.260 0.860 0.516 0.615 0.617 0.758
Hansen test (p-value) 0.244 0.667 0.115 0.308 0.109 0.084 0.101
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With mediator: Paths (b) and (')

8) 9 (10) (1) (12) (13)
Inflation 0375 0407 0387 03617 0334 0348
1 (0.028) (0.028) (0.045) (0.055) (0.054) (0.054)
MPT -0.628" -0.774 -0.379 -0.495 -0.737" -0.787"
it1 (0.379) (0.450) (0.283) (0.430) (0.356) (0.370)
. -0.387 -2.351 -3489 -0.178 -0.791
Real GDP per capita, , (log) (102) (2300 (9%) (1681 (2344
Government consumption, , {00;2763)
External debt/GNI
Banking crisis 4715 8.209" 7767 5054 581" 5267
9 t1 (3.829) (4.506) (4.095) (2.985) (3.519) (3.138)
-0.218
CBl, (2.536)
Trade 0.040 0.019 0.025 0.006 0.009
it (0.026) (0.033) (0.040) (0.036) (0.052)
3614 -0.397
PSia (1.315) (1.331)
=747
Ly, (3.531)
-1.815
., (2.851)
Constant 3.045 6.636 23.653 31382 2.845 9155
(3.799) (9.278) (17499) (30.510) (13.241) (15.737)
N°observations 656 752 738 670 672 672
N°countries 70 70 7 N ul Ul
Neinstruments 67 66 75 67 65 64
AR1 (p-value) 0.023 0.004 0.007 0.020 0.021 0.020
AR2 (p-value) 0.615 0.777 0.545 0.703 0.833 0.774
Hansen test (p-value) 0.332 0175 0.261 0.168 0.109 0121

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

Inflation: inflation rate, MPT: the index of macroprudential transparency, Real GDP per capita
(log): The natural logarithm of real GDP per capita, Government consumption: Government
consumption as a share of GDP, External debt: the ratio of external debt to GNI, banking crisis:
a dummy that takes one if a crisis occurs in a country and 0 otherwise, Trade: The share of
imports and exports to GDP, CBI: central bank independence index of Garriga (2016),

PS: political stability, RL: rule of law and CC: control of corruption. AR1, AR2 are the first-order
and the second order serial correlation and Hansen is the test of overidentifying restrictions.
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Table A.3: Effect of macroprudential transparency on inflation, GDP deflator:
Non-inflation targeting countries

Without mediator: Path (c)

With mediators: Paths (b) and (c')

(1) (2) 3) @) (5) (6) (7) (8) 9) (10)
Inflation_GDP 0289 0241 0261  0246° | 0269 03177 0298 0249 018 0216
deflator, (0098)  (0127) (0098 (0109 | (0136  (©100) (0119 (0139 (0134  (012)
WPT 49777 23007 55 30 | 42337 1376 93 1637 1487 1307
& 0917)  (.03)  (0926) (0748 | (0607) (1004 (1003  (0813)  (0567)  (0.683)
Real GDP per 1880 22197 164 0001 0961 0003 0234 0266
capita, , (log) (1.838)  (1110) (1459 (1.191) (12200 (2009 (1579 (1.747)
Government -0.137 0.091
consumption, (0.408) (0.401)
Banking ciss B7ET 103600 10213 11278 3% 3529
& 6713 (534 (5586) (6515  (6947)  (6.867)
ade 007 -0008  -0020 0009 | 0032  -002 0013 008 007 0029
i (0033)  (0040)  (0030)  (0037) | (0035) (0024 (0023  (0.037) (0033  (0.033)
1525
CBl, (4472)
bs 5737 55307 4918” 4T
) 0457)  (2299) (1977) (1726)
oL 5156 7251
it1 (3.025) (2.822)
« 6,004 9335
it1 (3.598) (3.530)
Constant 1910 10068 4047 13039 | 0343 4608 8991 1043 4364 1621
(7347)  (13093) (01989  (10927) | (724)  (9551)  (9936) (14828  (13.057)  (12480)
Neobservations 681 698 700 700 681 753 769 698 700 700
N°countries 73 7 73 7 73 7 7 73 7 73
Neinstruments 67 65 65 64 76 ) 66 79 74 66
ART (p-value) 0006 0009 0005 0007 | 0007 0003 0005 0008 0009 0009
AR2 (p-value) 063 0718 0651 0783 | 0762 0249 0299 0726 0864 0849
(H;'\';eh':;e“ 0198 0109 0221 0159 | 0241 0143 013 0269 0182 012

Robust standard errors in parentheses

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

Inflation_GDP deflator: inflation, GDP deflator, MPT: the index of macroprudential
transparency, Real GDP per capita (log): The natural logarithm of real GDP per capita,
Government consumption: Government consumption as a share of GDP, banking crisis: a

dummy that takes one if a crisis occurs in a country and 0 otherwise, Trade: The share of

imports and exports to GDP, CBI: central bank independence index of Garriga (2016),
PS: political stability, RL: rule of law and CC: control of corruption.

AR1, AR2 are the first-order and the second order serial correlation and Hansen is the test of
overidentifying restrictions.
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Table A.4: Cross-sectional mediation analysis (Non-inflation targeting countries)

Dependent variable: Inflation
Mediator: Banking crisis
Predictor: Macroprudential transparency

Bootstrap results

Number of obs

= 5000

command: bootmm
bs_1: r(indberisis)
Observed
Coef. Bias
bs_1 .18821948 .0103214

Replications
Bootstrap
Std. Err. [90% Conf.
.15706349 -.0227206
-.0147364
-.0213705

.4794308 (P)

(P) percentile confidence interval
(BC) bias-corrected confidence interval
(BCa) bias-corrected and accelerated confidence interval

indbcerisis: The indirect effect of macroprudential transparency on inflation through banking crisis.

Table A.4: Cont.

Dependent variable: Inflation, GDP deflator
Mediator: Banking crisis
Predictor: Macroprudential transparency

Bootstrap results

Number of obs

command: bootmm
_bs 1: r(indbcrisis)
| Observed
| Coef. Bias
bs_1 .30711911 .0094015

Replications
Bootstrap
Std. Err. [90% Conf.
.20232811 .0309037
.0475391
.041606

.4957736 (BC)
.4812273 (BCa)
= 81
= 5000
Interval]
.68474 {P)
.7241352 (BC)
.707549 (BCa)

(P) percentile confidence interval
(BC) bias-corrected confidence interval
(BCa) bias-corrected and accelerated confidence interval

indberisis: The indirect effect of macroprudential transparency on inflation, GDP deflator through banking crisis.



