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Dynamic Stochastic General Equilibrium; DSGE

The research was carried out by extending the dynamic stochastic general
Equilibrium (DSGE) model from both theoretical and empirical perspectives.
In a study that quantitatively evaluated the impact of financial market imperfections on the
Japanese economy during the asset price bubble period, the prediction accuracy of investment data
was improved over the entire sample period by building a DSGE model with financial friction. On the
other hand, the prediction accuracy of consumption and inflation data depends on fluctuations in
spreads between the policy rate and corporate borrowing rate, and especially drastic changes in
monetary policy may reduce the prediction performance of the financial friction model.
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