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Anti-Catholicism was a significant cause of instability for the Stuart monarchs 1660-88 in leading to the  rise of Whig opposition and the Exclusion crisis, and the popular opposition to James II's 'absolutist' reign. It could be argued that foreign policy and the provisions of the Clarendon code contributed to instability by increasing the number of dissenters and by embarking on the Anglo Dutch Wars in 1665 and 1672, but the wider resentment in relation to these issues is rooted in the fear of Catholic power of popish absolutism.
Foreign policy was a significant cause of instability in 1660-88 because it led to both political and popular humiliation and therefore a recognition of the need for Parliament to direct it, rather than the crown. The combination of heavy military failure in the second Anglo-Dutch war (1665-67) and significant events at home in 1665-66 with the Great Plague and Fire served to imply the displeasure of God, which in turn was interpreted as being directed at the flamboyance of Charles II's court and the presence of Catholicism. Moreover, the generally poor naval leadership in the wars (most significantly, James as Lord High Admiral) furthered parliamentary desires to reduce monarchical prerogative over foreign policy, thus inflaming tensions in government.
Equally, the pro-French policy from the Treaty of Dover 167- presented the crown as being potentially 'inspired' by the absolutist French court, or at the very least aligned with it, thus making both MPs and the public suspicious of the King. However, political and popular anti-Catholicism was both the root cause of opposition to Charles' foreign policy and the cause of heightened suspicions over its rumoured provisions, and Charles' implied pro-Catholicism was seen as the cause of domestic disasters such as the Great Fire, and for the Anglo Dutch Wars. 
The growing hysteria around the Dutch wars and rumours of a crown alliance with the Catholic French court resulted in Parliament seeking to enforce Anglicanism through the Clarendon Code, which contributed to popular opposition to crown policy. The provisions of the Act of Uniformity 1662 and the Conventicle Act 1664 had the significant effect of expelling moderate clergy from their livings due to their refusal to support the narrow Sheldonian church, and also led to a significant growth in the number of dissenters in the general public. By casting out such significant numbers of the community from the established Church, public alienation from official policy increased and it became harder to enforce the divine prerogative across the whole population. A significant consequence of the growth of dissent was the alliance of the Whig party with non-conformity which gave the liberal Whig party significant popular support with which to enforce their agenda in the Exclusion Crisis 1679-81. Ultimately, however, much of the Clarendon Code was argued towards ensuring Anglican dominance in politics with which to 'defend' against the absolutist aims of the pro-Catholic crown, and the determination to introduce the Test Act 1673 was explicitly aimed towards suspicious courtiers (such as the Catholic Duke of York and Chancellor Clifford).
It is clear, therefore, that anti-Catholicism was the most significant cause of instability 1660-88, not just because of it heightening suspicions over crown foreign policy and being a root cause of the enforcement of the Clarendon Code. It was a cause of instability to Charles II specifically in the Popish Plot 1678, and the subsequent rise of the Whig party which resulted in the Exclusion Crisis, which directly threatened the very institution of monarchy. The implication of major courtiers such as James himself and is secretary led to popular hysteria over the proximity of a Catholic coup, and was a significant cause of the alienation of the public from the crown transforming into active opposition.
Anti-Catholicism was the primary cause of instability to James II's reign, in so far as those few policies that he introduced which were not explicitly pro-Catholic (such as the enlistment of a permanent standing army in peacetime) were interpreted as being absolutist and therefore aspiring to recreate the absolutist French Catholic court in Britain. It is very clear that the widespread condemnation of his second Declaration of Indulgence 1688 was primarily due to the provisions for Catholic toleration.
To conclude, it is clear that anti-Catholicism was a significant cause of instability during the reigns of James II and Charles II I the rise of the Whigs, Exclusion Crisis and popular hysteria of a Catholic absolutist state. While crown foreign policy and the provisions of the Clarendon Code were significant in promoting limitations on the monarchical prerogative and narrowing the basis of the established church significantly (thus isolating the crown from the loyalty of the wider public), the issues around these factors were rooted in anti-Catholicism both in terms of short term cause and severity of resulting hysteria.

