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Application of Data-rich DSGE models to monetary and fiscal policies

liboshi, Hirokuni

2,100,000

DSGE Smets and Wouters (2003,2007)
55 DSGE 2

DSGE

In the DSGE model under data-rich environment in Japan, we used the model by
Smets & Wouters (2003, 2007) and estimated with quarterly panel data consisting of 55 macroeconomic
series. In the case of the U.S., we incorporated bank sectors into the model and estimated by using 40
series panel data and assuming time-varying volatilities for structural shocks. The historical
decomposition derived from the estimated structural shocks showed time-varying volatilities draw
different pictures from constant volatilities. In the Markov-switching DSGE model, we introduced the
regime switching between aggressive and passive monetary policy rules under the zero lower bound.
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Historical Decomposition of Real GDP

Case A: Standard D5GE approach
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Case D: Data Rich DSGE + 5V approach
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