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Abstract

The purpose of the paper is to investigate if macroprudential policy instruments are effective to
influence the credit growth rate and ensure the financial stability of the banking sector.
Macroprudential policy instruments became important after the global financial stability crisis
between 2007-2009. Breaking paradigm for policymakers was failing to manage global financial
stability crisis with fiscal and monetary policy toolkit. The author of the current paper
implemented regression analysis to validate the model. As a consequence, the model is not able
to reject the null hypothesis. Almost every variable shows the significance of macroprudential
policy instrument approaching. Finally, the primary research result straightens the idea that
macroprudential instrument policy, more precisely capital requirement has a significant influence
on the credit growth rate, and policymakers should continue employing above mentioned
instrument to affect credit growth. The model is useful for commercial banks to plan future credit

issuing.
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