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Using a new Keynesian dynamic stochastic general
equilibrium (DSGE) framework, the present study takes a
novel approach by investigating the effects of monetary and
fiscal shocks on macroeconomic dynamics and banks' and
entrepreneurs' leverage behavior as key factors contributing
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macroeconomic variables, leverages, and spreads is larger
than that of fiscal shocks. Given that increasing bank and
entrepreneur leverages might contribute to financial
instability. As a policy recommendation, we suggest
simultaneously enhancing stability by employing new
complementary measures, such as macroprudential policies.
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