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This series of studies yielded the following research outcomes. First, based
on our research plan, we built a two-country New Keynesian Model (NKM) incorporating deep habits in
household consumption and examined its macroeconomic dynamics and optimal monetary policy (Okano,

2021). Furthermore, we analyzed the welfare gains from policy coordination between the two countries
by expanding the model (Okano, mimeo). Also, considering the impact of deep habits in consumption
on fiscal multipliers, we used a two-agent NKM that incorporates household heterogeneity to
calculate the size of fiscal multipliers (lda and Okano, 2023). Moreover, we developed a two-country
NKM with price and wage stickiness and analyzed optimal monetary policy (lda and Okano, 2023).
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(¢) w=0.85,w* = 0.60: heterogeneity of home-bias
(al08) (ag,0M) (ag,0") (om,0p) (am,0u)

home productivity shock a;  0.0001 0.0001 0.0005 0.0802 0.0712

foreign prodctivity shock ay  0.0001 0.0001 0.0002 0.0808 0.0795
home cost-push shock ¢;  0.0013 0.0013 0.0013 0.1890 0.1891
foreign cost-push shock ¢ 0.0004 0.0004 0.0004 0.0584 0.0583
home shocks a;, (¢ 0.0014 0.0014 0.0018 0.2695 0.2606

foreign shocks af, ¢S 0.0005 0.0005 0.0006 0.1394 0.1379

all shocks at, af, ¢, ¢ 0.0019 0.0019 0.0024 0.4096 0.3992

Note: ol =0.01, o =0.75, 6L = 0.00, 6™ =0.10, 67 = 0.60
and Op =0}, =0y =03, = ' for i € {L, M, H}.
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