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CURRENT DANISH MACROPRUDENTIAL
CHALLENGES IN A MACROECONOMIC CONTEXT

Per Callesen, Governor, Danmarks Natlonalbank 28 September 2018
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Containing excesses

« Until now: Current expansion has been much
healthier than normal

— Strong, steady, employment growth
— Moderate GDP growth
— Solid public and private financial balances

 Moderation assisted by macroprudential
framework measures and nudging

« Low aggregate credit growth

— From a high level and due to weak demand for
credit
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Rising house prices
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Note: Seasonal adjusted data.
Source: Statistics Denmark.
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Credit growth is slower than economic
growth

Per cent of GDP
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Source: Statistics Denmark and Danmarks Nationalbank.
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Low consumption ratio despite high
wealth ratio - this time has been different

Ratio Ratio
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Note: 4-quarter moving averages. Consumption and wealth as percentages of disposable income. Disposable income is household disposable income according
to the national accounts. Disposable income is adjusted for the extraordinary tax payments from restructuring of capital pensions and LD savings.
Source: Statistics Denmark and own calculations.
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Framework

Selected macroprudential initiatives

|
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2013

* Interest rate stress test of
households' repayment
capacity

2016

Largest cities:

* Higher interest rate stress test
of households

* Guidance on max DTI for
highly leveraged borrowers
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2014

Limits on deferred
amortisation and
variable rate lending

2017

Restriction on variable rate
and deferred amortisation
mortgages for borrowers with
high LTV and DTI



Preparing for the next downturn

No or limited international scope for a new
monetary and fiscal expansion

Banks cannot be allowed to be part of the
problem again

A timely and well built up countercyclical capital
buffer can be released in case credit squeeze is a
risk

Drivers of building up the buffer are not
aggregated credit growth, but the broader range
of cyclical risk factors
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Limited fiscal and monetary policy

manoeuvring room

Gross government debt, per cent of GDP
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Note: IMF estimates of gross government debt.
Source: Macrobond.
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Broad information basis for the Council's
assessment of the buffer rate

Drivers of the current assessment:

Key indicator categories Other information

Risk perception Supplementary indicators : . .
Property prices Robustness check * LOW ris k pe rce ptl onan d

Credit standards €.g. alternative trend calculations increa sed ris k-ta kin g

Credit developments S B
P e.g. dividend payments

Riskbuilld-upiinicteditipstibitions Other policy measures o Risi ng property prices
Model-based indicators :

« Signs of increasing risk in lending
« Total lending at high level

fidvesionts -« Highearnings and a sizeable

: share distributed to shareholders
Advice Applicable Rate
Q42017 Q12019 05 -+ Limited scope for action in

Ssrfvgig guid%icsz £l monetary and fiscal policy

012019 Q22020 1.5 (globally)
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The countercyclical buffer rates
in other countries

Per cent
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Note: The UK decision to raise the buffer rate to 0.5 per cent with effect from March 2017 did not take effect, as the buffer rate was reduced to 0 per cent after
the outcome of the Brexit referendum in June 2016. For countries other than Denmark, the announced buffer rates in Q3 2019
reflect available information as of 25 September 2018.
Source: European Systemic Risk Board's website and websites of national macroprudential authorities.
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