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Abstract:

This study examines the relationship between monetary policy and bank
lending behavior in the euro area from a nonlinear, with a particular focus
on the role of the nominal interest rate level in shaping monetary
transmission. The analysis is motivated by the hypothesis that the impact of
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monetary tightening on bank credit supply is not uniform over time, but
changes qualitatively once the policy rate reaches critical levels.

The empirical results identify a clear nominal threshold at 2.25%, beyond
which the effect of monetary policy on bank credit growth shifts from weak
or negligible to strongly contractionary. The findings further show that
credit standards act as an amplification mechanism only in restrictive
monetary regimes, and that nominal interest rates dominate real rates in
explaining credit dynamics. These results highlight the importance of
nominal anchoring and nonlinear policy risks in the assessment of monetary
tightening decisions.
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Monetary policy, Bank credit supply, Nominal interest rate, Threshold
effects; State-dependent transmission, Credit standards, Euro area
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OLS Regression Results
Dep. Yariable: LOAN_GROWTH R-squared: 0.352

Model: aLs Adj. R-squared: 0.342
Method: Least Squares F-statistic: T.G04
Dhate: Fri, 09 Jan 2028 Prob (F-statistic): 9.94=-0G6
Time: 14:54:30 Log-Likelihood: -713.32
No. Observations: 280 AlC: 1437,
Df Residuals: 255 BIC: 1454,
Df Model: 4

Cowvariance Type: HAC
coef stderr 2z  P=lz| [0.0250.875]
const 27413 0844 4254 0.0001.47T8 4.004
PR_low 2.0263 0.858 3.495 0.0001.335 4.738
PR_high -5.1355 1.325 -3.873 0.000-7.733 -2.538
CS5_low -0.0517 0,037 -1.4130.158 -0.122 0.020
C5_high 0.1204 0,053 1.900 0.057 -0.004 0.245
Omnibus: 17.277 Durbin-Watson: 0.058
Prob{Omnibus): 0.000 Jarque-Bera (JB): 8.555
Shew: 0.240 Prob(JB): 00138
Kurtosis: 2252 Cond. No. 45.65

Maotes:
[1] Standard Errors are heteroscedasticity and autocorrelation robust (HAC) using § lags and without small sample cormection
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OLE Regression Results
Dep. Variable: LOAN_GROWTH R-squared: 0.315

Model: oLs Adj. R-squared: 0.304
Method: Lesst Squares F-statistic: 4218
Date: Fri, 08 Jan 2028 Prob (F-stafistic): 0.00253
Time: 18:11:2T7 Log-Likelihood: -720.55
No. Observations: 280 AlC: 1451,
Df Residuals: 255 BIC: 1450,
Df Model: 4

Covariance Type: HAC
coef stderr =z  P=fz] [0.0250.875]
const 1.7812 0.842 2115 0.034 0.131 2433
FR_low 29207 0.868 2.381 0.001 1.231 4628
PR_high -1.1326 3.140 -0.361 0.718 -7.287 5.022
INF_L1 0.4170 0.238 1.785 0.078 -0.048 D.280
PR_high_x_INF 02268 0.7284 -1.0550.201 -2.3620.709
Omnibus: 43.802 Durbin-Watsen: 0.032
Prob(Omnibus): 0.000 Jarque-Bera (JB): 12.854
Skew: D.245 Prob(JE): 0.00161
Kurtosis: 2027 Cond. No. 21.9

Maotes:
[1] Standard Errors are heteroscedasticity and autocomrelstion robust (HAC) using § lags and without small sample correction
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1530 oo JeI BIC (5 aaadd azadl 231 Ladl s ¢ plill ¢ . R? = 0.288 &
RZ=0.087 ot ¥t s 3,459
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Noninal nodel summry (tau=2.25):

(L3 Regression Resuts Real-rate nodel sunmary (best tau):
Dep. Variable: ¥ Resquared: 0282 OLE Regrezsion Resuts
Nodel:  OL8 Adi Rsquared: 028 Dep. Varizble: y Resquared: 0087
Method:  Lesstiouzres  Fesfafistic: 724 Model:  OLS Adj. Rsquared: 0.080
Dt Fii. 09 Jan 2026 Prob (F-statistc): 0.000872 Method:  LeastSouares  Fesfafistic: 1408
Time: (51821 LogLikeihood: 72548 Date:  Fri, 19 Jan 2025 Prob F-statistic): 1. 3508
No. Observations: 250 RC: 4T Time: 151821 Log-Likelihood: 75784
DfResiduals: 267 L No. Observations: 250 AC:tER
Dibode!: 2 Df Residusls: 257 BC: i
Covariance Type: HAC DfModel 2

coef stdem 2 Pefe| {0023 0.475]
const 25151 0.655 3842 0.0001.232 3788
PR_low 31781 D833 3801 0.000 1340 4418
FR_high-35828 1 526 -2.2700.023 48810505

Covariance Type: HAC
coef stdem 1 Pz [0.0250579)
const 0.1335 1163 0014 080021362423
Omnibus: 61540 DurbinWatson: 0028 R-'f”‘ -:‘eios :'IEE '4‘_932 LoD e D4
Frob{Cmnibus): D000 Jsrque Bera /8] 1238 R_igh 1.1998 0747 1208 D108 02692504
Sew 024 Pobip OO0 Omnibus:  12.784 Durbin-Watson: 0.018
Kutosis: 1050 Cond Mo 457 Prab{Omnibus): 0.002 Jarque-Berz (JB): 13.408
Skew: 0530 Prob(JB):  0.00123

Kurtosis: 2882 Cond.No. 951
Hotes:
(1] Standard Erors are heterascedastichy and autocomeiztion robust (HAC) using 8 fags and witiout smell sample comection
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Regression Tree for Credit Growth

squared_ermror = 21.73S
samples = 261

Policy Rate == 0.875
value = 3.682

True False
sqQuared_error = 9. 41

samples = 163

value = 1.676
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