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‘LhpwonipjniG

QpuwiwyupyuyhG pwnuwpuwlwlnmpjul thnfuwlgiw utifuwGhquh
pwgwhwjndwl hulnhpp ubpm juuwdwo L unwdh Juluwnmbtudwl fulnph hbtw:
Spuwiwjupyujhl pwnupwlwlnipjulp plnpn G0 wipnnowlwl ywhwlowpyh Ypw
wqntignipjul Gpuwpwdwdiytnm quqtipp: UhlblnyG dwdwlwly GtGp, np dwdwlGwlh
nlpwgpni wju wqntgmpniGitnph hwpwptpww6 swhp L dwdwlwluihG jwqbpp
Jwpnn GG thnthnfuyly jwuwd wmbumbunipjul junmgwophg: Ujn hull yuwwmdwnny
wnpniwybn gpuiwjupyujhl punupwlwlnipjnl hpwljwlugltint ntuwiyynilihg
fuhun Juplnpymu E hnfuwlgdwl dbfuwGhquih 62qphn yuwmtpugnudp: Wahpwdtywm E
wwwntpwgl;  ph nnwdiwywnplwjhb pwnwpwlulnipju ninnjuonipjwl
thnthnjumpjniGltpp  hGywtu GG wpunwhwjnynd unwdéh L wlnbuwlwl  wdh
gnigwlppGpnmu L Gpp GG wju thnthnfunipjnGGapp h hwynm quihu:

UnyjG Gymph GuuwwumwyG t ytpmioty yepohG mwphGtph pGpugpnid << U2 Ynnihg
hpwjwlwgywo nppuwiwjuwpyuwih pwnwpwlywlinpjuli nwqiwjwpnpinilp, npw
hpipmd  pGywo uyqpmlpltpp L npwlghg 2tniwl hhiGwiwli wwwdwnlbpp,
gqniquhbnGbp wlglwglty yYtpohlG wwphGphG quyl dwlwymd uvnwgwd unuéh
Gyuwunuwyunpiwl nwqiwyupnipjwl htin, hGsybu Gub pugwhwjnt) b gGwhwwnty {<-
mi  ppuwiwjwpluwihlG  punupwlwlmpjul thnfuwlGgiwul owyltnp, npwdg
wqntignipjwl hwpwptpwlw6 swihp b dwdwlwyujhl jwqbtipp:

StunipjniGhg hwjnGh E, np npuwiwjunpluwjhl punupuwulnip nilip wipnnowlwb
ywhwlownyh Yypw wgnnud £ mwpptin hnfuwlgiw jowlyltph dhongny: UniyG Gynipnid
pGGwnpyiwG wnwpyuw GG nupdt] gpuiwjupyujhl hnjuwlgdwl wmnynuwnpniph L
thnjuwpdbiph (owyGtpp: Uyu thnynmd dynu jowyGbpp wowldluwgyuo skhG nhunwpyyty,
pwlgh npwlp pphwnip wendwdp Jupbih £ ghnwpyb) npytiu minnuwnpnyph (owlyhg
wowlgynn wqnignpniGGtp, L yapohGGtiphu pwgwhwjmiwG hwiwp wlihpwdbyu L

qupquguwd L nhytpuhdhyugyuo bhlwluwlwb ynjujh wnyuwynipjn:

K 4L ,uudduryishvy LUAULULUTLAME3UL HUQUUIULNME3UL
J G LORMONMo-3NML

Ujuop 4K UL Unnihg hpwywlwgynn pgpudwdupyuyhl punupuyulnipjul
(ywwunuwln qGtph Juynl dwliwpguiyh wywhnynd@ k, npp npytiu juinG GGpwnpnid L
unwdh gwon, npuul L JuyniG wmbdiwbtp: UyG hwpghG, pt hGynt wjlniwdtGuyGhy
ytGunpnGwlwb pwGybpp 66 opwgpuynpmd unwdéh qpnyuyul mbtdwbp wj) pny) GG
nwihu npnywyh gpuljuwli wih mtdy, pwgwwmpynid k bptip hhiGwlwl wwwndwnibpny.

I. Unwohl yuwwmdwnp nu qGwjhG hGntpultph hwygupyiw tnnuil L (measurement
bias): Uywnnqulwl quipmmmui hwjmGynd GG Gnp L npuiuwwbu wybih uy
wynwlplbp L wju gnpoplpwgpn dwdwlwyh pGpwgpnd JwpniGwyuyub plnyp E
ynpnud: Uyn hul yuwwnmdwnny yhnwlwl Jhdwjugpuyub dswnwynipjnilltpp skG Jupnn
funtuwthtiy qGwjhG hGntpuh  hw)wpyiwG Gnnuiltphg: Pwgh nw, hnbpup
huwpyunpymd tnnudGhp Jupnn 66 wnwowlwy Gwl uvwywnnnuwul wwypwlpGbph
Yz2hnGtph ypwlGwyjdwl wpnyniGpnid (substitution bias):

2. Unwdéh gwon npuyuwl mbdwbtph opwgqpuynpiwb tpypnpng ywwmdwnp hwymbh
npytiu gqunyuiul vwhdwlh wypnpitd (zero bound problem): Gph tpypnmd hpwywd

2



nnynuwnpnypltpp dnn GG qpnyhG L unudnp GnylGuybtu qponyuiwl dhompyniG E, wuyw
wijwlwyul nnynuwnpnypltipp GnyyGybu dnn GG qpnyhG: Uyu nhypmd wypnpiGlGap
G0 wnwowlmd fupwlnn npwiwdwplwjhl pwnwpwlwlnipjul hpuwjuwliwgdwl
wnniiny, pwh np wjjlu wGhGwn E hotglt] mnynuwnpnypn:

3. G4 ytpowuytiu, tppnpny ywwdwnp, pu w2 fuwwnnidh pnijujh wiywwmwpnipniGGbpt
tG: <wnuwbtu wjuntn Juplnpynd t owyG, np  gonpowwmniGhpp  unynpupwp
ndjwpwlnd GG hotglt] wijwlwlwl wyfuwwnwywnédnp, GniyGhuy wjl nhypnmd, tpp
wfuwwmnnGbph  wpnmuwnpnquyuwimpmmipn wytih gwop L pwl GpuwlGg hpwlwh
w fluwmnmwywndn:

hGys ytpwpbpnud £ qGtph uynimpjulin, wyw juunwnpjwo nphunwpyndltpp gnyyg
tili mwihu, np gwop unwdp hGpGhG Guuwuwnnd t qGiph uyniGnipjwlp L nppwl unwdh
mbdyp guon L wylpwl wjG wytih YuyniG Juppwagho k gmgwphpnuilz

Qnuphly 1
SuiptjwG unudh vnwGnupn tnmdp b $hohl wpdtipp {<-nmd

20 1996-2002 pp. nlipugpnid
18
16 L -
14
12 > (]
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8 [ ]

6 A

4 [ ]

) A

A o K
0 T T T ‘ T T
_a 5 1:790 LIITT 19:78 1999 £ZUUU ZUUl ZUUL < 3
A thohG ® vnwlinupwun 2tinmyd

Qnwdphy 1-hg Jupbh L Guwwnb], np mwptuwi uvnudh nwnwinnuyuinp)niln
ypdwwnyby L unudh dhohlG mbtdwbtph Ypdwwmdwln gnigplpwg Jwd, np Gnyyl L, unudh
Juphwghwjh gnpowyhgp (Qtnmud/dhohG) dwdwlwyh plGpwgpmi  WGwgh; E
hwpwptpwwlnptl YJuwymb: Ujyn dwuhG E Jyuwymd Gwlb uvonpl GGpujuguo
nwpbljwl unuwdh Juppwaghop pGmipwgpnn qpuphyp, npp yywymd t wjl dwupb, np
ytinohG wmwphGtphG guop unudh dtinpptpdwln qnigplpwg qquihnptl YuyniGughy
(uwl JtpohGhu Juppwaghop (Fpwdhy 2):

1 96 wmGnbtunipyniGGtiph hwdwn Junwp]uwd nhunwpynuiGhpp gnigg b6 wwihu, np unush gmguhyp
hwpwptpuyuwGnptG wybh YuymG b, bpp w6 qunGynud E 0%-3.8% dhowlwjpnid (Lavan Mahadeva and
Gabriel Sterne (2000) “Monetary Policy Frameworks in a Global Context”, Bank of England, CCBS)
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= 12-wiujw unud

CGn npnud, qpubhymd Ghpyuwjugyuo b 12-wduyjw unudéh Jwppwghon, pwlgh
qltiph JuyniGmpjnbp GGpwnpnud £, np dwdwlwlh gwllugwo wwhhl wnwpbluwb
unwdp hwywuwn t hp opwqpujhl gniguGhphG:

SpuwiwjupuyhG  pwnwpwlwlnpjuwl hpwlwlugiwl hwdwp  dshowlljuy
(ywuwyh pGupnmpnip unynpuwpwp wywjpiwlwynpjwo L jhmd UL Ynndhg wyn
pupJwo hnihnfuwlw6h Junwywnptjhnipjwl wumhdwlnyg, hGywbtu Gwb pGupJuo
vhowllyjwy Gwwwuwlyh L Jtpelwljwl Guwwmwlh dhol Yuwjnl Jwwh wniwjnipjul
wlhpwdb)mnipjudp:

Ujuon <4< YhGupnGuwywlG pwGyh Ynnihg hpwywluwgynn npudiwduwpluihG
pwnwpwlwlnmpjul hpdpnmd pliwo b owjwiwjhl jupquynpiwli nwqiwjupuwljwb
niqnnipjnilp: Uyn hwiwwmbpumnmd, hp qifuwynp Gywumwlh’ guop unudh wywhnydw b
SwlwwuwphhG << YaGupnGwywl pwlyp thnpdnd £ hwnmly htnlnnuywlnpnG
gnigwpbiptip dhowllyjwy L gnpownlwul Guuwuwlltph® thnnh quiqwoh L thnnh
pwquwjh opwgpjwo dwjwnpnuyGtiph wwhywidwl hwpgmy: UjinuwdtGw)Ghy wytwmp E
(Quntiy, np YtipghG wwphllph ppugpnd hGywbu thnnh pwquyh, wjlubu  Ep thonh
qulgwoh wdéh ‘thwunwgh gmgw6hyGipp wwppbp G0 Gnhp wwpjw  hwdwp
(wuwwnbujwo opwqpuyhl gnigwbh)Gtphg: Nunh wjumbn wpnbG Jwpnn L juuwoh
nwl nnytp thnnh powwunniynh wpwgmpjul JuyniGnipyjwl, Juwy, wy Yipy wuwo’
thnnh  wwhwGowpyh $mGyghwih Yuynmlmpjul dwuhG GGpwnpnipnilp: “LYwG
wwnpwqwjnii  plwjwlwpwnp pwjwliwlht ndjwp L guwolmd YE-h  hwdwp
hpwywlGwglty htnlnquijuwl ppudwjuwpyuwihG punupwlwlnipnil, npu hhipnd
nltiny ngpuiwyuwl wgpiquuGbph Gywunwyunpiwi Swywjwihl nwqiwywpnipjnlnp:
(Otplu nu t wjl hhiGwlwl yuundwnltphg dbyp, nph htmbwbpny Ytpohl mwuphGtphG
vh wpp btpypGtp hpwdwpybghG ppuiwyuwl wqgptquubbph  Guuwunuwjunpiwd
nwqiwywpnipjniGhg” wjl hnfuwphlbnyg unuwéh Gyuwunwljwnpiwl nwqiujunpnipjudp
(inflation targeting strategy): dtipniotiny <<-h hwdwn thnnh ppowuumniymh wpwagnipjuG
pywjhG pwpptipp’ Jupbih £ Ggpuyuwglt), np ngpuip pwjwpwpnd G0 Jugnimpjwb
Ytpwptingu Gpwnpmpjuwln: Unnpl Gipuwjwgywo qpudbhyltinp, hGyuytu Gwl pywjhG
owppbiph unwghnGupnipynilp vnnignn mbtunh wpymGpGtpp Yyuwymy GG JtpohlGhu
Juwjnilnipjw b dwuhG:

Qnuphly 3
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== dnnh ppwuynnijmh wpwqupjnili Y/M2x (nnlynuwjhl thnhinfunipymG’ tinwdujulp Gulunpn
bnuwdujulh Gyuwndwdp)

Unmiuwly 1
Yhhby-dbnybph vnwghnbGupmppul mbunh wpnnilGplbpn (Dickey-Fuller Unit Root Test)

thngh ppowuymn juif wmugnipjul huwdwn (Y/M2x).
(wnwGg nntlnh)
ADF Test Statistic -4.361 1% Critical Value -3.708
5% Critical Value -2.980
10% Critical Value -2.629

(nptilinny)

ADF Test Statistic -9.837 1% Critical Value  -4.355
5% Critical Value -3.594
10% Critical Value  -3.232

Qnwdbhy 3-hg YJuphih B Guwwb, np thnnh opowlwnmpjul  wpwagnipjuwb
unnynuwjhl thnthnfumpyniGGtpn  Gwjunpny Gtowdujwlih Guuiwdp gmgwpbpmd GG
pwywywGhG YwmbG Jwppwqgho: Pwgh wyn, hhdiGtny Gwlb wnnuowl  1-md
Gipyuywgywo uvnwghnGwpnipjul mtunh wpyniGpGiph Yypw' Jupbih b bgpuhwiqb,
np <<-nd thnnh powwuniyyumh wpwgnipjniGp  hwdbdwmwpuwp juymG o (Qud
thnthnjuynid £ JuyniG mtdwny): Mwunmh Juptih E wuot] Gub, np gnynipyniG niGh JuyniG
Jww uvh Ynnihg npuiwjul wgqpbquuGtph L dynw Ynnihg qGbph dwjwpnuyh m
wnpunwnpnipjul owyw)Gtph dhol:

<pip nplGnmGting ytpnGjuip, thwunnpbl, Yupbh GG, np pgpudwlul
wqgnpthquultph opwqpuwjhGhg mwpptp (hhiGuwywind pwpdp) wsh mtdwbpp Yupnn GG
wnwybjuwgnyyGu pwgwwmpyty yepohl wmwphGiphG opwqpujhGhg pwpdp mntuwlw
waony (nbiu qpudbhyltin 4 L 5):

UjGnihwGnbtpd, yipohlG mwphGhphG << yeGupnGuwiuwi puGyp, wnwybjugnijlu
Jwplnptyng unwdéh wmwptwl opwqpuwjhl gnmigwlhh wwywhnyiwb fulnhpp, L
wnw9 npnytiny nnuiwlwi wqptiquunGtphp owywjwjhG Jupquynpiw
nwqiwywpnipjul  ulqpnilpGtpny, npn phwptpmd  hpwywlwgnpty £ unqwdh
(ywunwljunpiwli nwqdwywpmpjnb: WyuplplG® tpht dwjwjwjhl Ywpquynpiwb
nwqiwywpnmpjul Ghppn, yapohl hwyny qbpuwnwubih L gunlmd ny pbt ngpuiwwl
wqpbiquultph, wj unwdéh opwqpwjhG gmgwlhph wwywhnyiwl hulnhpp, www
owjwiuyhlG YuwpquynpiwlG (monetary targeting) L unwudéh GuuumwlunpiwG
nwquiwyuwpnipjntGGtpt pun Enpywl GnyyGuGnd bG:?

2 Leiderman and Svensson ,1995, (Introduction)
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DGpuwdwjunluwjhl punupwuwlnipjul hnfjuwlgiwl nnynuwnnpnijph
1owyp {<-nd

Uwnpl Ghipjujugywo E EynGnitmphlugnd hwjnGh “Qnphlotp pnquihph” whunhp
wnnynilpGtpp (Granger causality test), nph dhongny thnpé Lt wpyt] pugwhwjmty <<-nd
qtph  Jwjwpqwyh JYpw pgpuwiwdwpluwihl pwnwpwlywuinpjwb thnjfuwlgiw
hpilwlwl wgntgmpmGGtpp L juqbpp: Stunmd oquuwgnpoyty Gl thnnh pwquyh,
whunwywl wpdtpnptiph nnynuwnpnypltph L vyunnnuwl qGtph hGntpuh (UGH)
tnwdujwlwjhl gmguwGhpGtpp’ hGywbtu pwgwpdwy, wjlwbtu £ nmwpptpnpmGGtph
wmbiupny:

Unjniuwly I-hg Jwuptyjh L (uwwt), np  hwiwdw)l Gntlotph
wuwwdwnwhbtimlwlpwjhl wntuwmp, {<<-md thnnh pwqul wgnmu t qGtph dwjuwpnuyh
Jpw' hlsywybtu puwgupdwly, wjlwytu £ mnynuwjhG thnthnfunipyniGGiph mtupny: Uhbsntin
wnynuwly 2-p yyuwymd E, np h wnwpptpnpjniG thnnh  pwquwjh, wnynuwnpniyph
thnthnfumpjmGGtpp 66 waqnby qGtph Ywwpquyh ypw, jud £ wyn wqpbgnmpjnGp tnt
L ny Gpwlwlwih:

Unmuwly 1

Qnblobnh wuwmdwnwhlimlwlpwihl inbun ingh puqugh, UGb-h L whnwlwl wpndbpnpbph
unnuunpnypGeph dhel (1996Q1-2002Q4), hnngh puqul npwybu wunndwn *

3 UnjnuuwyGtpnd Gipujyuguo GG F-yhdwlwqph wnpdbtpltpp , pul thwwqotipnd qponjuyuw
hhuynptigh plnniGiwG  hwjwlGuwlywlnpmiGp: D —wnwohlG wwppbpmpymGG E, cpi L  bm—n
hwiwywunwufuwlwpwn  uvywonnuliwl qGtph  hGntpup L thnnh  pwquwjh  gnigwlhyGhpG GG
nqgupppiwjul wpmnwhwjnnipjudp L r-p 3-6 wivyw whnmwlwl wpdtpnptnh mnynuwnpnipG k:

6



To test if = does not

Granger Cause v bm
2 lags 3 lags 4 lags
cpi 7.21 3.27 3.05
(0.004) (0.04) (0.05)
r 4.39 2.30 2.22
(0.03) (0.11) (0.12)
To test if = does not
Granger Cause v Dbm
2 lags 3 lags 4 lags
Dcpi 8.38 5.38 4.75
(0.002) (0.009) (0.01)
Dr 2.49 1.21 0.30
(0.11) (0.34) (0.88)
Unmivwly 2

Qnblobph wuwndwnwhbmlanlpuhli wmbun  hngh  pwquygh, U4-h-h L whinwlwl
wpdbpnpbph  wmngnuwnpnypleph - dhele  (1996Q1-2002Q4), whimwliul  wpdbpnpbnh
mnynuwnnnijpn npuybu Wuwnswn.

To test if —> does not

Granger Cause v r
2 lags 3 lags 4 lags
cpi 0.73 0.47 0.35
(0.49) (0.71) (0.84)
bm 5.64 3.05 2.24
(0.01) (0.06) (0.11)
To test if —> does not
Granger Cause v Dr
2 lags 3 lags 4 lags
Dcpi 1.09 0.83 1.83
(0.36) (0.50) (0.18)
Dbm 0.76 0.36 0.36
(0.48) (0.78) (0.83)

UhllnyyG dwiwlwy Juntih £ G, np mbunh wpryniGpGopp yyuwynid G6 Gul thnnh
puqujh L unwdh uvhol qnympjnil mlGtgnn hGtnwnupd Jwwyh dJdwuhG: “Gpu
pwgwwpnipyniGltphg dtyn ptiplu upnn £ 1hGh wyG, np JtpehG wwnphGbphG <<
ytGunpnGwywl pwlyp wnwyt] dto npunpnipynil £ nupdpb] unudéh opwqpuyhl
gmgwlhoh wwwhndwlp L, hwyyh wnGhny wwpw plpwgpmdi wpntl  huly
dlunpwo unudéh thwunmwgh gpulnpnudGipp, hwdwwywnwuppwlwpwnp §2qpunty L
(wl gnpownluwyul Guwwmwly hwlnhuwgnn hnnh pwqujh wéh mbdwbipp, hGywbtu Gul
w1} Guyuumwyny Yhpwnynn gnpohpGtpp:

Unmiuwly 3
Qnblobpnh wunndwnwhbmlwlpuwihl b UG-h-h L hngh puquygh dhol” UQ-h-p npuybu
wunndwn.

To test if = does not



Granger Cause v cpi

2 lags 3 lags 4 lags
bm 6.03 2.87 1.72
(0.01) (0.06) (0.19)

<pdGytingy QptGotiph wwwmdwnwhbtnbwlpwjhl wbunh wpyniGplGbph Ypuw'
hwonpn pwjnud unwdh, thnnh pwqujh wdh, mnynuwnpnypltph b mntuwlwb wdh
duwiwlwyuwjhG pwpptinh hhiw6 Yypw Juoniguo “dbliumnp UwmnntgptivhnG’ (VAR)
unntijh Jdhongny wpnbG thnpd L wpybtp qGwhwwnby qGtph dJwywpnuyh thnthnfunipjuG
uti9 jnipupwlyynip gnponlh dwulwlygnipjul hwpwptpuww 2wan4:

Onthnfuwyultnh  dhdjwlg Jpw  thnfuwgpbgnmpjul  npuiwpwliwlwb
htippwywlmpjmlpn (ordering of variables) unphimd  nhunwpyymd L Gpym
wnwpptpwyGtpny. npwip GG* (Dp, Dbm, Dr, Dy) L (Dbm, Dp, Dr, Dy): ®nthnfuwjuGGtipp
nuwuwynpjwonipjul wju tpynt mwppbpwyitpp wpnwhwjnmy GG gpudwyuwplyuwhG
pwnwpwliwlnmpjul hpwjwlwgdwl Gpymt  wnwppbp dnnbgnuiltp, npnGghg
Jnipuwpwlyyniph hhdpmd pGlwo b qGhph uyninipjul wywhnyiwb funhpp: Unwohb
nwnppbpwyh nhypmd YL-p wpdwqulpnid b dhwyl unudéh wppbG huly dlwynpjuo
thwumnwgh dhonipjwlpn, L npul hwiwwyuwumwufuwb §2qpunid £ Gl thnnh pwquwjh wéh
wmbtdytpp (reactive ordering): UjGnmihtnl, thnnh pwqujph 6qpuniwlG  htnlwGpny
tlpunpymu £ mnynuwnpnyplbiph dwjwppuih L hbnmbwpwp Gwlb wpnwnpnipjw b
owuwGtph thnthnfunipyniG: Gpypnpn wmwpptpuyh nhypnid uljqphg thnthnfulgnud £ thnnh
pwquwjh wéh mbtdwbtipnp, pwiqh wju mwpptpund Gpwnpynud £, np YL-p thnnh pwqui
phunwpymd £ npuybtu gpuwdwdwplyuwihl pwnwpwlwlmpjul gnpohp L npuw
thnthnfumpymGGipp  nnjuo G0 unwdh  wwywquynd  uywuynn — gnigwGhph
Jupquynpdwn (proactive ordering):

OnthnfuwuGGiph  hnjuwgnpbgnipjwl  wjy  htppwlwlnpyniGGp  GnylGuybu
hGwpwynp GG, vwyuw)G npubp dnpbnd 366 nhunwpyynd, pwGh np' 1.4 UR-md
unnynuwnpnypGpp  Gepuymdu - 66 Yhpwnymd  npybu gpudwyduwplyuwjhG
pwnupwywlmpjul qnpdhp, L 2. <& UlL-h Ynnihg thnnh puquih jupgquynpoidp
vhowdwuwdp ninnyud b unuéh Junwjwpdwlp, b sh wpdwqulpnd wpmwnpnipjwl
owywyGtph pGpwghy thnthnfunipniGGhphG:

I L 2 wmwppbpuwlltpny dnpbnd hnthnjuwyuwGGbph  Gepdnodwl hhdw6 Ypw
unwgyuwo ¢ pniwl wwpwlouwnmy’-Ghpph (variance decomposition) wpryniGpGhpp
Gipuywgwo GG hwiwwywwnwuhnwlwpwp qpuphy 6 L qpudphy 7-nud: JUN:
unnbiGhpmd ¢ ptniwl  wwpwlouunmiGhph”-dtjuwGhqih dhengny hGwpwynp E
nunlmd dnnpbmd  plngpyywo  thnthnjuwwGGtph Juppwqodh pwgwwumpnipjul b
wnw(dGuglty Jnipupwlyynip wnwGdhG thnthnfuwwGh hwpuwptpwlywd
dwulwlygnipjul swthp:

Qnuphl 6

JUmn dogbih dpongny vuwgywo bpdwl  mwpwbowmnmdbipn” uqudh (Depi), vhngh
pwquh wah (Dbm), mGunbuwlul wah (Dgdp) L whmwlul wpdbpgpbph minlinuwnpn jpGhph
thmhnfumipyul (Dr) dhol. (1 vmuppbpuwly. ordering of Depr, Dbm, Dr, Dgdp) (1996Q2-2002Q4).

* VAR dnptnud qugkph pwGuyh (2 qwg) pGuopnpyniGp uwmwpyty b hwpgh weGkny hGswbu Wty
hGpnpiwghwyh L Sywngh swthwbhGbpp, wylwytu b dwdwGuwlwyhG pwpptph vwhdw Guwthwlnpniln:
8
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Quntih £ Gyuwb], np Gpynt mwpptpuwyGbiph wpynmGpGipG £ (mbu gpudphy 6 L 7)
Jyuwynmu b6 wjl dwuhl, np unudéh yuppwghonp jupdwdwilybnm duiwlwljwhwnyuwonid
wuwjiwlwynpjwo t htlg hp huy glgnuiGtpny: Uwlw)l Gpynt Gnwdujwly htnn thnnh
pwqujh wqptgnipniGp unudh Jwppwqoh dlwynpiwl Yypw GnyylGybu gunlGmd k
(pwlwlwih L Jupbih £ wub, np Gpupudwdtn hwnjwond wjl wuwjdwlwynpmd |
unwdh hnthnfunipjniGGtph pnipg 28 %-n’:

Gnuwdhyltipp yyuymd GG Guwlk wyG Ywuhl, np thnnh pwqwjh thnthnfunipniGGapp
wqnni b6 Gl yhnwlwl wpdbpnptph mnynuwnpnypGtph hnthnfunipjwG Yypw (Qnipg
21%): “dw, ptiplw, Jupnn L ghnwnpyyb npybu npudwyduwnpuyhl bW hwpuwpmnigtmwjhG
pwnuwpuwlwlnmpjnGGtph YnnpphGuwgdiwl wpnynilp:

{wonpn htimwpnpphp wprynilGpp, npl wybGhwjnm £ Gpynt mupptpuyGbpnid £, nu wyG b,
nn nnynuwnpnypGtph thnthnfunipynGGpp npul JwuGwygnpyniG ynGhG W uqudh, W
nlntuwuwl wéh gnigwlhyh thnthnfunipymGGtpniy:

Udthnthtyng® wpnn GGp wub], np hwdwdw)lG dnnbjh wpnyniGpGiph, wmnynuwnpniph,
npytiu gnuidwjupluyhl punupuwyulnipjul hnfuwlgiwb (dwlh, nhpp <<-md wjuop
2w pnyJ] L Jud b pnhwGpwwbu gnynipynil sniGh:

Q0wjwo Gpwl, np vnwgyuwo wpynilpltpp ywhwnp L dthGwpwbytl qqnipnptG
(hwpyh wnGting dwiwlwlwihG pwpptph JupdnpjniGp)’ wjlGnmuwdtlGuyGhy, hGswbu
QnptlGotph ywwwdwnwhtinmlwlpwjhG mbtump, wjGybtu b LUN dnnbih wpyynmGpGhpp

*Uyniph «Qwftipwoy twumd Gipluyugyud ki Gl unush 2tniw nwpuieunnuiGhpp pywjhG
wnjnuuwlGtiph mtupny:



thwuphG Jyuwynd GG wylG dwupG, np <<-md thnnp pwqujh  thnthnfunipniGGtpp
tpjupwdwiybn hwnyjwontd wgnnud 66 unwdh ypw: YGuwpdwdwiitim hwnywonid
unwdh  wnwunwlmdGbpp wgwjiwlwynpuwo GG hp  hul glgmiGhpny, npnlp
hhpilwljwlnd wpnwgnmyi GG uvywennuyul quipnumd Ghipunwo ubqnGujhG
wwnwipGbph qGtph mwwnmwGndiGbpnp:

Qnuphly 7

Ul dnplyh dpongny vunwgywo rhndwl mwpuGowmnndGbpn” uqudh (Depi), thngh puquih

wdh (Dbm), wmbumbuwlwl wdh (Dgdp) L whmwhwl wpdbpgpbph wmnhnuwnnpniplbph
thmpanfumpjul (Dr) dhol.: (2 mmwppbpwly. ordering of Dbm, Dcpi, Dr, Dgdp) (1996Q2-2002Q4).

Variance Decomposition of Dcpi Variance Decomposition of Dbm
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Variance Decomposition of Dr Variance Decomposition of Dgdp
100 80

—— DCPI ——-DR —— DCPI ——-DR
---- DBM_—-— DGDP ---- DBM_—-— DGDP

Gy ytiponuy, Gapyuyugltlp unudh L thnnh pwqujh mwpblwl watpp pGnipwgpnn
qnudhyp, npp vhYy wliqwyd Lu hhiGwynpmd £ junmwupjwo guunnnmpniG6 wjl dwuhd,
np thnnh pwqujh thnthnfumpniGGtpp wgnnud GG unudéh Yypw, L np wyn wqnbgnipjnilp
hhulGwlwlnid npubnpynd E Gpynt tnwdujwly htnn:

Qnuphly 7
@nph puquh L @Gbhph dwlwpnuh mwpblwd thnihnfumpini GGGnh Juwppuwghon 1996-2002pp-
(b (hnnh puqugh wabpn Jepgyo G 6 wduyjw juugni).
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QpuwiwdunluwjhlG punupwlwinpjul hnfuwlgiwl thnfuwpdtiph (owyp
<<L-mu

Onfuwpdtiph thnthnfumpjmGGtph dhongny hpwjwl hwwnywoh Yypw waqnbgmpnilp
hwdwpymd £ gpuwiwdwpluwjht  pwnwpwlwlnpjub thnfuwlgdwl hhiGwlw
1owyltphg JWbyp: bhGywybu wbumpnilp, wjlwbu £ wwppbp GpypGeph  thnpdp
nuuniGwuphpmipyniGGtppn gniyyg GG wybty, np thnfjuwpdtph (owlip Yuwpdwdwiltn
hwnjwond  hwdwpynud £ gpudwdupujhG hnjuwGgiwl  hhdGuwiuwb L
wiblwwqgntighy ninhG: 9pw wqptignipynlp gpulnpynud £ Gpyme duny™ GepdniodwG
qltph Yypw (wnwowpyh qnponG, pass-through effect) L wpmwhwGiwl nt GEpiniovw b
owyuwGtph thnthnjunipju G thongny (yuwhwGounplh qnponG):

Ujuon L] <&<&-md thnfuwpdbpp YJupbih L ghunwpytp npybu gpudwjwlwghG
thnjuwlgdwl hhdGwlwl owly: Otplu wyn dwuhl L Jywymd wyl, np YtpohG
wnwphGtphl << UP gnpownfwywl Guuwwl hwlnhuwgnn thnnh puqujh wan
hhiGwywlimd wwjiwlwynpuwo L bt Qnun wpunwphl wyumpyGiph wdny, huly
npwiwjhl qnpohpltn qptipt 366 Yhpwnyl]® npulg uvwhdwlGwihwly owjuwh Juwd
Yhpwniwl wlGiywunuwyuwhupdwupmpjul wywwdwnny: Upklp Gwbl, np unqwdh
opwqnuwjhl gnigwlhph wywhnyiwl Guywwmwyny pwnuwpwluwinpjul Jupdwdwiltn
62qnuunmilGbiph  hpipmd gpyty GG wpunmwpdnmpwjhG pGumbpytlGghwltpp, pwlh np
thnfuwpdbpp nhnwnpyyty £ npybu hnfuwigdiwl hhiGwlywl b wpwq wqnnn [ owy:

Qnuphly 8§
Q-Ghph Jwhwpnuh L hnfuwpdbph unupblu 6 hnihnfunipini GGEph Juippuighon 1996-2002pp-
.
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thnfuwpdtp (qpud/UUL qnjwp)

Onfuwnpdtiph L unwdh Juppwqotph gqpubhyuywl nruntiGuuppnipynilp wnwohl
hwjwgphg pnyy; £ mwihu dnwoty ytpohGGhiphu dholi juuwh wnuwympjwl dwuhl:
Qnwdhyhg Yuwptih £ Guwb, np Gpb 1996-hg  dhGslk 2000 p-p  pllHwo
duiwlwywhwwnywonid thnfuwndtiph wqntignipjnilp unudh ypw nhnynid £ 5-8 wdujw
jwgny, wyuw 2001-02pp-h plpwgpnid wyn (wqp pwjwlwlwswth Ypdwwnyby b, huy
ytipohG npowlnmd qptipt ytpwgt: Uyuhlpl® vnwgymd £, np ytpohG wwnphGtphG
thnfuwnpdtiph  thnthnfunipymGGpp wybjh  wpwgnpblG GG wpunwgnyty  qlGwjhG
thnthnfumpjniGGipnd: Uju htmbmpjniGp dh phy wihwjwGwlyw £ pynmd, pwbh np wjl
wytih dhpmn L wpphwiwl YhGip wytih uwn dwdwlwjwhwnywoh hwdwp, bpp
wnpunwpdnypp wybijh dbo ntp nGbp wdkGopjw mbmtuwwl gnpownlnpmGitpnd L
hwuwpwynpjul uvywndwl vk9 wybjh ko wbn thG qpwntglmd Ghpdnioynn
wwnwlplbpp: UjmwdkGw)lhy, Gpb thnpdtlp pwguwwumpb] thnjuwpdtph L qGEph Ytpp
Gnyuwjwgywo Juppwaqotinpn, www Junpbih £ hhdGyt) htnbywg hGwpwynp nwpbiph
Ypuw.

1. dbpohG bGpynt wwphlGphG  uwnqwdh opwqpuyhlG gnmgwlhh  wwwhnydwl
(ywunwlyny UL Ynnihg hpwyuwlwgwo wpumwpdnipwjhl hGumbpytGghwbbpp
hhiGwywlmd hwdplyty G0 wwpjuw wjli dwdwlwljwhwwywoh htwm, btpp
ubiqnGwjnipjudp yWwjiwlwynpywo nhunynd k qlGtph wd (snppnpn towduywy): Gy
wjuntin wpnbl nddup t tgpuhwiqb] pt wpyn®p thnfuwpdbtph wqntignipymGa L
qquih tnby gGbph thnthnfunipjul hwdwp, pt” dhgnigh thnnh pwqujh wép gpuidwjh
qnpohpltph thongny GniyGubu Jupnn tp ptipty GnyyG wpnyniGphG:

2. Gpwdhy 8-hg Juntih k Guwnt) Gul, np 2000p.-hg ujuwd pwjwluGhG juniGugt
unwdh Juppwaghop, npp hp htpphlG Ywpnn tp Gywuwntp Gl wfuwpdbph
nwwnwlnqujuwinpjub jpdwndwln:

3. Guptyh E  GGpwnpty, np  ytpohlG  powlmd  qlGtph  thnthnfumpmGGtpp
wwjdwlwynpytip GG ny pb htlGg hGpGhG thnfuwpdtiph thnthnfunipnmGGopny Yud
thnfuwpdbtph  (owyny, wyj wlwmbtuwjwpnn unpjtnbGbiph  dnn  hnjuwpdtph
Jtpwptinyw vywuniGph dbwynpdwdp, nphlG qquihnptG Jupnn £ Guwunt) Gub
(wpwwmtuJwo  npuiwjupujhlG  gnpohpltph  Ytpwpbpyw; UL Ynnihg
wwnpptpwpwn juunmwnpjwdo hwjnwpwpnipjnGGbpp,

Onpé Lt wpyly phnwpyl) Gwb hnjuwpdtph L GepdniodwG qlGtph dhol hGupwynp
Juwuwh wnywympmbp (pass through effect): Uwwnnnuiwl qGtph hGnbpuhg
wnw@dlugyly GG Ghpinowo uywnnquywl wwypwlpltph qGhpp U thnpd L wpyby

12



hGswtu qpudphynnptl, wjGwbtu b tynGnitumphy Ybpnonmpjwl dhongny pwguwhwjnty
ytinohGhu ypw thnfuwpdbph thnthnfunipyniGGaph hGwpwynp wgntignipyniln:

Unmmiuwly 4
Qnblohph wuwmoswnuhlimbwlpuwihl mbunm unudh, vwwenpuwiwld qudpnmmy Ghpunguo

Gepdnmioywo wwynwlplbnh qlGbph L hnfuwundtph dhole (1996Q1-2002Q4), hnfuupdbpn npubiu
wunnodwn.

(nwppbpuly 1 — 1996.Q1-2002.Q4)

To test if —> does not

Granger Cause v D exch
2 lags 3 lags 4 lags
Dcpi 3.14 5.84 7.85
(0.006) (0.006) (0.002)
Dmcpi 14.83 9.08 6.39
(0.000) (0.000) (0.003)
(nwppbpuly 2 - 1998Q1-20020Q4)
To test if —> does not
Granger Cause v D exch
2 lags 3 lags 4 lags
Decpi 0.14 2.00 4.72
(0.87) (0.18) (0.04)
Dmcpi 7.19 10.1 9.75
(0.009) (0.003) (0.009)

piGytiny GnphlGotiph ywwnmdwnwhtimbwlpwjhG mbunp wpnyniGpGtph ypw' Junptih
L thwuwtiy, np hnfuwpdbtph thnthnfunipymGGtpp wqnnd GG hGywtu Gipdmodw G qGtph,
wjlwtu £ unudh Yypw: Unynuwuwlhg Gplmd E, np hnfuwpdbph thnthnfumpnGGtph
wqnbgnipnilp Ghpdniodwb qlGtph ypw wylhwjm G6 qunlnd wpnbl 2-pn jugnid, huly
unuéh Yypw wgnbgnipyniGp hhdGuwywlnd GQulGwuwih £ qunind 3-pn jugnud: Udpnno
duwiwlwywhwnywoh (1996-2002) hwiwp Juumwpduwo Ytpmnionipjul wpymlpGtpp
gnyyg LG mwihu, np thnfuwpdtipp unudh Yypw uund £ wqnbtp wpnbG huly 2-pn qugny,
UhGsntin 1998-2002pp nlGjwo dwiwlwlwhwmywoh Ytpnionipjwl wpryniGplGtpp gniyg
til mwihu, np thnjuwpdbph hnthnfunipjniGGatpp unudh Ypw GQulGwynpymy GG YhwyG 3-
nt qughg ufuwd (mwppbipuy 2):
piGytiny GptGotiph wbunh  wpymGpGiph  Yypw® hwonpny  puynid dhohG
wijwlwywb thnfuwpdtiph (exch), GhpdniodwG qltph (mcpi) L unwdh (cpi) wduwlywl

6 UnnuuwyGpmd Gipuyjugquo GG F-ypdwwqph wpdbtplGhpp , pul thwjuwqotipmd qponjuyuw
hhuynptigh pGnniGiwl hwjwlwywlnpnilpn: D —wnweohlG wwppbpmpiniGlG b, cpi, mepi L exch-p
hwiwywunwufuwlwpwn uvywnnquiwl qGtph  hGnbpuh, vyuwpnquwywl qudpmnnmd  Ghpunywo
Gtpimoywd wwpwlpltnh qltph W thnfuwnpdtiph gniguwlhpGtpl G6 nquphpiwuwl wpmwhwjnnipjudp:
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dudwlwywjhl 2wpptph hwdiwp Junnigyty L dUN-dnnbp: Unngbijh dhongny thnpd L
wnyti qwhwwmty hnjuwnpdtiph thnthnjumpnGGtph hGwpwynp waqnbgmpjnbp qGtph
Ypw, hGyybu Gwl pwgwhwjnb] wn wgntgnipjwb jugbipn L mwppbp jwgbpnid npwlg
hwpwptpwlwl ndqlnp niln: !
Qnuphl 9
JUrt  dnghih dpongny  hupduphywo  wdvwlwl uquah L Ghpdmodwl Qlbph
thmhnfunmpim GGbpn h wunnwofuw G hnfuwndbph 1% pnlh (impulse response); (ordering of Dexch,
Dmcpi, Dcpi) (1996.1-2002.12).

Responseto User Specified Innovations

Response of DEXCH to Shock1 Response of DMCPI to Shock1

1.2 5
1.0

0 2]
0.8

.3
0.6
0.4 ] 24
0.2 1
0.0
" 0 \ ~
-0'2 T T T T T T T T T T T T T T T T T T T T T T T T T T T T T
2 4 6 8 10 12 14 16 18 2 4 6 8 10 12 14 16 18

Response of DCPI to Shock1

Gnuwdhy 9-nud Gepluwyugyuwo GG dnnbih wpnynilpGtpp: Gpwbhyltipp unmybpnid
til thnfuwnpdtiph thnthnfunipyniGGiph wqnbgnipyniln GepdniodwG qGph L unwdh L[[lLu:8
dhpmniomipjul wpnyniGpGhpp gniyyg GG mwhu, np hnjuwpdbph 1% npuywa pnyp pipnud
L pb GhpdmovwG qGhph, W pb qGhph pnhwlnip Swupquyh wdhG: Gunpth b Gwwnbg,
nn thnfuwnpdtiph hnthnfumpniGGipp wiihowwbu wgnmu GG Gepdnodwl qlGtph Yypw L
wjn wqnbgnipjnilp wnwytjwgnyyGh £ hwulmd htilg wnwohlG hull wiujw plpwgpnid
(onipg 0.2  uwnynuwjhG Yhwn): Upwu  Ynndhg' unwdéh Ypw  thnfuwpdtiph

" LU - dnntynud pugbph owpmhdwy pwlwlp (3 (wq) plwpdly EUYEYh L Sqwpgh swihwGhyGlph
uhGhihqughuwyh dhongny:
8 ‘Utipiniodwb qGtiph L unwsh ypw thnfuwpdtiph 1% npuyu pnih wgnbgnipjwl pywjhl wnniuwyGtpp
Ghpyuyugywo b6 Gyniph «<ugbjuo» Jwunid:
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thnthnfunipyniGGiph wqnbgnpynilp wowytjugniyGh L hwulmyd 4-5-pp wdhuGbphG b
hwibttwwnwpwp wyth 060 £ (Qnipe 0.4 wninuwghG Ytw):® LGy npmd  wn
wqntignipyniln shqnpwlinid L pnipg vkl mwpyw plpwgpniy:
Qnuphly 10
Unwah L GEpdniodwl qGhph nuumulughl thihnfunipymGGGpp i wuwowufuw G thnfuwpdbph
1% pnlih (impulse response); (ordering of Dexch, Dmcpi, Dcpi) (1996.1-2002.12).

Accumulated Responseto User Specified Innovations

Accumulated Response of DEXCH Accumulated Response of DMCPI
1.8 .8
1.7- ]
16 5
1.5
.5
1.4
4
1.3
121 .3
1.1 2]
1.0 14
0-9 T T T T T T T T T T T T T T T T .O T T T T T T T T T T T T T T
2 4 6 8 10 12 14 16 18 2 4 6 8 10 12 14 16 18

Accumulated Response of DCPI

1.2

1.0+

0.8+

0.6

0.4

0.2

0.0 T T T T T T T T T T T T T T T T

Unmuwly 5
Ubpdmiodwl qlGhph L qGhph plnhwlnip dwhwpgulh thpnfunipniGGepp b wuwoaoafuw (G
hnfuwpdbph 1 % gl pnih.

3 wihu wg 6 wihu wig 9 wihu wg I mwph wiGg

‘Lhpdmodw G qGtp 0.16 0.60 0.71 0.69

Unwad 0.33 0.76 1.05 1.12

% 1998-2002 pp-h hwiwp dwiwGwywjhl pupptiph hhdw6 ypw junnmgyudo L qlwhwnywo dnnbith

wnrymGpGtpp Yyuynid GG, np thnfuwpdtiph thnthnfunipjwl wqntgnipyniln unuch Yypw wnwybpugnyyGh k
hwulnd 6-7-pp wihuGtphG:
15



Gnwdphy 10-md b wnniuwy S-nd Geplujuguo 6 pun dwdwlwujhG hnphgnGh
thnjuwpdbiph thnthnfunipjul YninmwuwjhlG wqpbgnpmbGGtpp GapdnodwG qlGtph L
unwdh Yypw: bGyybtu wnbulmd GGp, pninp dwiwlwljwhwwnywoltpmd thnfuwnpdbph
thnthnfunipyniGGiph wqntignipynilp unudéh Ypw wybtih dto E, pwl Ghpiniodwl qlGhph
Jpw: GY ytpowwtiu Jupbih £ Guwmb), np Gpupuwdwiitn hwnjwond Gapdniodw b
qtph L uwnqwdh  Jpw  infuwpdiph wqnbgnipjul - gqnpowlhgGhpp
huwiwywunwufuwlGwpwn 0.7 L 1.1 -GG:

{wonpn puyynd qGiph dwjwpnuyh ubignGujhG gpulnpmibGbpp puguntin L qGtph
Yypw thnfuwpdbph wqptignipjul wnwybp §)qphn  qgGwhwndiwl Gywumwlny GnyyG
unnbtith powlwlltpmy pnhwGnp unudép thnfuwphGyt] E pGwluwlnG unuény (core
inflation): Uunnpl gpudbhjuyulG L wnynuwluwjhl wbupny Giplujuguo GG
thnfuwnpdbtiph thnthnjunipjw b hGwpwynp wgntgnipjwl qGuwhwmniGupp b wqnbgnipjuwl
rugbpn (@uuphly 11; 12 L wiyyniuwly 6): Gunth t Giwwnty, np wjunbn, h mwpptipnipyniG
(whunpn nbwph, thnfuwpdtiph hnthnfunipyniGlGtinh wqntgmpnilp pGwyuwinG unudéh
Ypw wybih pniyp £ wpmwhwjnywo ( Wby mwpnd L wybh'pnipg 0.8 minynuwjhG Ytw),
npp shgnpulnid kit mwpu ppugpniu:

Qnuphly 11

JUrt  dnpbih  dpongny  hupduphgwo pGuwlwlnG unuwdah L Gepdmiodwl qlGhph
thmhnfunipiniGGapn b uwumwofuw G infuwpdbph 1% pnlh (impulse response); (ordering of Dexch,
Dmcpi, Dcore) (1996.1-2002.12).

Response to User Specified Innovations

Response of DEXCH to Shockl Response of DMCPI to Shock1l
1.2 4

1.0

0.8

0.6

0.4

0.2

0.0

0.2 -1 T T T T T T T T T T T T

2 4 6 8 10 12 14 16 18 2 4 6 8 10 12 14 16 18

Response of DCORE to Shockl

Qnuphly 12
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PhwlwlinG unuach L Ghpdmodwl qlGhph nimwlughl hnihinfumpiniGG6pn hp wunnwufuw G
thnfuwunpdbiph 1% pnlh (impulse response); (ordering of Dexch, Dmcpi, Dcore) (1996.1-2002.12).

Accumulated Response to User Specified Innovations

Accumulated Response of DEXCH Accumulated Response of DMCPI
1.7 .6
164 .5
1.5
44
1.4
1.3 .34
124 .2
1.1
.14
1.0
09 T T T T T T T T T T T T T 0 !
2 4 6 8 10 12 1 16 18 2 4 6 8 10 12 14 16 18

Accumulated Response of DCORE

O R N W A U O N ® ©
| I S S I S N E—

2 4 6 8 10 12 14 16 18

Unmiuwly 6
Ubpdmodwl QGhph L plwljulnd unudh thmpnfumpimiGGepn h wunmuofuw( hnfuwnpdbph 1

% gpulpul pnlh.

3 wihu wig 6 wihu wig 9 wihu wg 1 mwph wg

‘Uhipdnodw G qltp 0.17 0.51 0.54 0.56

PGwlwlnG Unué 0.47 0.73 0.79 0.81

Gy Jtpomd, 1996-2002 pp.-h wduwlwl dwiwlwywjhl 2wpptph hhiwlG Ypw
nuuniGwuhpyty L Gwl qGtph Jwupnuyh ypw thnnh pwqujh thnthnfumpniGGtph
hGwpuwynp waptignipjul qGwhwwmwuGatpp (qpudohy 13A;B): CGn npnid ghunwpyynn
wqntgmp niGGipp wytih GQuiGuwywh nupdGbnt Gyuwwwyny thnnh puqujhl wmpyt L
10% Lhmhnfumpjm[i:m bGswbtu tplmd b, hnnh pwqujh thnthnfunipjnilp wpnbl huy
tipnypnpny wdiund wqnd £ qGtph ypw Qnipe 0.4 minynuwjhG Yhwm): Uju wgnbgnipyniGp

10 Onfuwndtiph, Gipdnodw qlGtiph L puwywlnb unwdh ypw thnnh puqujh 10% npujwi pnlh
wqnbtgnipjwl pyuyhG wnyniuwlyGbpp Gepuyjugduo ta Gnph «dwybpuo» dwunud:
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wmlnud | dhGsb 6-pn widhup, nphg htinn w6 stqnpwlnid E: Gupbh £ Guwnby Gub, np 0ty
nwpyuw plpwgpnmy thnnh pwuqujh Ynmnmwwjhl wqpbgnipnilp pGuwwlnb unudéh Yypw
Juqunud E pnip9 0.9 minynuwjhl Yhwn: UjGnmwdtGu)Ghy Gytlp, np wju wqnbgnipjnilp
wdpnnempjuwdp sh Jupbih Jepugptp ngpudwjuplu)hl punupwlwlnpjubp, pwigh
thnnh pwqujh hnthnfunipjniGGtpp ytipehG ppowlnid hhiGuwlwlnid yuwjdwlGwynpyty ta
hwnplwpjnotimwjhl pwnwpwlwlnipjudp, b ny ph nnuiwywnpluwjhb
pwnuwpuwliuwlnpjul winmnuyh gnpohpltp Yhpwndwip:
Qnuphly 13 (A; B)
Jd Ul dnnlbih dhongny hupyunljuo pluliulnl uqwah L Ghpdniodwl QGhph pGpughli(A) L
gnunwlughl(B) thmanfunipym GGGpp 1 wunmwafuw (G thngh puquigh 10% pnlh (impulse response);
(ordering of Dbm, Dexch, Dmcpi, Dcore) (1996.1-2002.12).

Response to User Specified Innovations

Response of DBM to Shock1 Response of DEXCH to Shock1
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Accumulated Response to User Specified Innovations

Accumulated Response of DBM Accumulated Response of DEXCH
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Unmuwly7
Onfuwindtiph, Ghpdniodwl qlbph L pluwlwlnl unuah thnanfumpini GGepp f wuwowafuwl hnnh

pwquih 10 % nmulul pnlh.

3 wihu wig 6 wihu wg 9 wihu wig 1 mwph wig

Onfuwpdtip 0.23 0.15 0.17 0.17

‘Lhpdnmodw G qGtp 0.66 0.84 0.84 0.85

PlwlywlnG Unua 0.78 0.91 0.94 0.94
Gqnuljugnipjnm G

Jdhpnuonpjul  wpyymlpltpp pnyp G0 wwihu Juwuwpbp htnbyw; uplnp
tignuhwgnmuiGkpp’
1. dbpohG wwphGtpplG {<-md unudéh gwop gnigwlhph dteppbpdwip qnigplpug
pwywlwbGhG Jumbwglby L Gwl yipehGhu Juppwghon: Fw yywymyd £ wjl dwuhlb, np
unwdh gwop opwqpuwjhl gnigwlhyp (WhGsk 3%) hGpGhG GGpwnpmd E Gl unudh
JuwjniG yuppwgho:
2. dbpohlG wwphGtphl << UL ppudwjuwpyuyhl pwunupwlwlnpiniGp, hp hhdpnid
nGtlwny owywuwjhl Jupquynpiwl nwqiwywpnipjnilp, npnpuijhnpbl Gdwl £ Gty
JtipohG  wvmwulwdjuimd  juwjl dwlwmd unwgwd unwdh Guuuwlwnpiw
nwqiwywpnipjulp:  UjGnmwdbklw)Ghy, pGwybu gnyg GG wwhu  Japnionmpjwl
wpryniGplpp,  thnnh wgpbquwnlbph  opwgpuyhGhg  pwpép  wéh - wbdwbpp
wuwjiwlwynpjwo b6 tnt] hpwlwl wéh Gwhwnbtujwohg pwpép wdh mbdwtinny, nph
wwpwqujnid thnnh ywhwGownpyh d2qpudwl wlihpwdtymnipinil £ wnwowghy: {wpyh
wnGtiny wjl hwGqudwlpp, np {<-nd thnnh powynniynh wpwqgnipjnilp JuymG k
(thnnp Gyuniwdp wwhwGownpyh JuyniGnipynil) L Gepyuymiu << UR-hG hwonnyby t
wwwhnyt] unudh guonp mbtvywytp, wyw Gpujhu Jupynn owjwjwjhl jupquynpiwl
nwquwyuwpnipjniip wpqupugyuo t:
3. &K&-md  wnynuwnpnypltph®  npybu gpudwdupluyhG punupuwyulnipjuG
thnfuwlgiwl (owyh nbpp pwywlwbhG pnyp E, jwd plphwlpuwwbu pugwlwjmd t:
Jdtnpohlhu wanbgmpnilp ndwp £ ppuguwhwjnmty b gGwhwwmby Gwl wjl ywwdwnny, np
ytinohG ppowlnid UL Ynnihg hpwgybihnmpjul junwyjwpiwli Gyuunwlyny hwqunby
L0 Yhpwnyt] npuwdiwjhG gqnpohpltipn, npnGg hhipmd pGlwo GG wmnynuwnpniypGhpp:
{uwipy E Gpby, np wjyuop pniy £ Gl UR wmnynuwnpnypGtph, npytu gpuiwdupluyhG
pwnwpwluwlnmpjul mnnjuonmpnilp pGnipwqpnn thnthnfjuwywbh ntpp, pwlgh wjuop
nnwp uwhdiwlymd GG hhdGwiwlmd hw)yh wnGhny dhopwllwjhlG pnijuynd
aLuwynpjw o mnynuwnpnyypltiph Jwjuwpnuytpp, L WGnd GG wlthntnfu:
4.  Onnh pwquwjh thnthnfunmpniGGipp wqnmd G0 unwdéh Ypw' Gplupwdwiybn
hwnjwond pwgwwpting qltph thnthnfunipyniGGtph pnipe 30%-p: Gpupwdwiytn
hwnywond thnnh puqujh 10% thnthnfunipjwG YninwlwjhG wantignipyniGp pGuwlwlnG
unwdh Yypw qlGwhwwmyty £ pmipe 0.9 wnynu, pln npmd, ytpnGjuw; wqptignipynilp
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qtipwy2hn dwup npulnpynmd £ 6 wdujw pGpugpmd: Gy npmd GQtGp Gul, np yapohl
nwphGphG thnnh pwquyh opwgpuijhGhg pupdp wéh wdwbpp wwjdwlwdnpjwo b
tntp  wpwquwlghl wlwnbuwljwli wdéh  htwmlwlpny tnnh  wywhwlowpyh
hwiwwywwnwuppwl hnthnfunip niGGtinnyg: Ujmwdtlw)ihy, unudh ypw thnnh pwqujh
ytpnGojuy wanbgnipjnilp widpnnonipjudp sh YJuptih Jtipuwgpb) npudwupyuh
pwnwpuwlwlnpjuwlp, pwGh np ytapohl ppowlnid thnnh pwquwjh thnthnfunipyniGGtpnp
hhdGuwljwlnid wwjiwlwynpyti GG hpwlywiuwgyuo hwnplwpjniotinwjhb
pwnwpwlwlnipjuwdp:

5. dbpmonpjul  wpymbGpGipp  Jyuynd &6 Gwlk  <<&-nd gpuiwquplujhG
pwnwpwluwlnpjul thnfuwlGgiwl thnfuwpdtiph owyh, Jud wytijh YnGlyptin’ pass-
through tdtlnh wnwynpjul dwuhl: ‘Uyniphg Juptih £ tgpuhwlqty, np thnfjuwpdtph
thnthnfunipyniGGtiph wqnbgnipynilp unwdéh Yypw wnwytjugnyyGh t hwulmd 4-5 wihu
htinn (pnip9 0.4 wmnynuwyhG Ytw): CGn npnd GptGp, np thnjuwnpdtiph thnthnfunipjwG
wqntignipjnilp unwdh Yypw wybh d6o £, pwl Gipdnodwl qltph ypw: dbpohlu ptiplu
dwuwdp Jupbh £ pugwupt) unuéh b thnfuwpdtiph yuppwqotinh utignGuwjGnipyniGGtph
hwipGyiwdp, dwuwdp £ wmlnbuwdwpnn unipjtyumGbiph dtnn  hwiwywwnwufuw b
uyuwuniGph  dlwynpiwl waqpbtgmpjudp: Gy Ybpowwtiu, hwiwdwjl Gmpnid
Gipuywgwo  wpymlpltph, Gpuwpwdwdytn hwnjwomd (1 wwph L wyby)
thnfuwnpdtiph  thnthnfunipyniGGtph Ynmnwlwjhl  wqpbgmpmbp  unqwdh  Jpw
qiwhwwnymy k pnipe 1.1 mnynuwjhl Ytwnm: U Ynndhg’ pGuwluwlnl unuwdh hwdwn
qlwhwwnywo dnnbth wpynilpltpp yywymd GG, np thnfuwpdtiph thnthnfunipymGGepp
wybjh  pny wgnbgmpymG mGG6, vwlwjl hGybu L Gwjunpn gbypnmd wjn
wqntignipjniln shqnpwlnd L pnipg vkl mwpnid:

6. Unwgywo wprymGplGipp Yupnn GG Yppwndtp ppwiuwl hwwndwoh Ypw
nmwiwyjwnpluwjhlt pwnwpwyuwlinpjuwli hGwpwynp wqpbgnpjul qlwhwwndwl, npw
dwdwlwlwjhlG juqbph WhyGwpwliwb, hGywybu Gwl Yhpwnybihp ngpuiwjwnluwjhl
qnpohpGtipnh pGunpnipju b Gywunwlwhwpdwpnipjwl npnpiwl hwdwn:
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JuwytpJuo

1. Unuch ptniwG nmwpwGouwmniGhpp (1996Q1-20020Q4)

Swppbpnwly 1
Variance Decomposition of Dcpi:
Period S.E. Dcpi Dbm Dr Dgdp
1 0.025824 100.0000 0.000000 0.000000 0.000000
2 0.027569 90.68842 5.720663 1.767797 1.823117
3 0.035696 54.24849 29.14087 5.704082 10.90655
4 0.037341 56.72790 27.11114 5.520488 10.64046
5 0.039308 59.48057 24.65276 5.005441 10.86122
6 0.039663 59.69469 24.53786 4.997066 10.77039
7 0.041447 54.69735 28.11860 5.190014 11.99404
8 0.042201 54.53564 28.56889 5.020961 11.87451
9 0.043129 55.47939 27.71380 4.839752 11.96706
10 0.043292 55.60275 27.59074 4.873421 11.93309
11 0.043967 53.91368 28.79731 4.920745 12.36826
12 0.044342 53.62278 29.20162 4.838427 12.33717
13 0.044786 54.02976 28.83425 4.765995 12.37000
14 0.044871 54.07691 28.78090 4.778196 12.36399
15 0.045164 53.37701 29.26743 4.803564 12.55200
16 0.045350 53.17584 29.50704 4764318 12.55280
17 0.045559 53.36416 29.33564 4.734362 12.56584
18 0.045606 53.37746 29.31720 4.736533 12.56881
19 0.045738 53.07011 29.52432 4.751553 12.65402
20 0.045831 52.94573 29.65933 4.732375 12.66257
Ordering: Dcpi Dbm Dr Dgdp
Swpplnwl 2
Variance Decomposition of Dcpi:
Period S.E. Dcpi Dbm Dr Dgdp
1 0.025824 99.81289 0.187106 0.000000 0.000000
2 0.027569 90.17439 6.234692 1.767797 1.823117
3 0.035696 54.16191 29.22746 5.704082 10.90655
4 0.037341 56.79668 27.04237 5.520488 10.64046
5 0.039308 59.41991 24.71343 5.005441 10.86122
6 0.039663 59.57785 24.65470 4.997066 10.77039
7 0.041447 54.63772 28.17823 5.190014 11.99404
8 0.042201 54.61587 28.48866 5.020961 11.87451
9 0.043129 55.45687 27.73632 4.839752 11.96706
10 0.043292 55.56090 27.63259 4.873421 11.93309
11 0.043967 53.88424 28.82675 4.920745 12.36826
12 0.044342 53.65844 29.16596 4.838427 12.33717
13 0.044786 54.01463 28.84938 4.765995 12.37000
14 0.044871 54.05124 28.80657 4.778196 12.36399
15 0.045164 53.35349 29.29095 4.803564 12.55200
16 0.045350 53.18196 29.50093 4764318 12.55280
17 0.045559 53.34667 29.35312 4.734362 12.56584
18 0.045606 53.35366 29.34100 4.736533 12.56881
19 0.045738 53.04601 29.54841 4.751553 12.65402
20 0.045831 52.93513 29.66993 4.732375 12.66257

Ordering: Dbm Dcpi Dr Dgdp
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2. bhpdmovdwl qGtph L unwdéh Ypw thnfuwpdbtph 1% ppuywl pnyh pGpwughy b
ynunwwjhG wantignipyniGGtpp (1996m1-2002m12)

Effect of User Specified Shock to Nominal Exchange Rate

Period DEXCH DMCPI DCPI
1 1.000000 0.000000 0.000000
2 0.431415 0.205805 0.146022
3 0.054708 -0.042872 0.187448
4 0.129583 0.181571 0.352554
5 0.092637 0.170020 0.080310
6 -0.081716 0.087409 -0.007726
7 -0.072129 0.044990 0.097063
8 0.002357 0.049440 0.126944
9 0.002149 0.017857 0.062082
10 -0.018555 -0.007682 0.035999
11 -0.007934 -0.008752 0.030936
12 0.000517 -0.005031 0.007083
13 -0.005558 -0.007753 -0.013309
14 -0.007087 -0.007737 -0.012956
15 -0.001634 -0.004351 -0.008093
16 0.000808 -0.002537 -0.007458
17 0.000184 -0.002248 -0.005955
18 0.000555 -0.001316 -0.002757

User Specified Shock (MATRIX01)

Accumulated Effect of User Specified Shock to Nominal Exchange Rate

Period DEXCH DMCPI DCPI
1 1.000000 0.000000 0.000000
2 1.431415 0.205805 0.146022
3 1.486123 0.162933 0.333470
4 1.615706 0.344504 0.686024
5 1.708343 0.514524 0.766334
6 1.626627 0.601933 0.758607
7 1.554498 0.646923 0.855670
8 1.556855 0.696363 0.982615
9 1.559004 0.714220 1.044697
10 1.540448 0.706538 1.080696
11 1.532514 0.697786 1.111632
12 1.533031 0.692754 1.118716
13 1.527472 0.685001 1.105406
14 1.520385 0.677265 1.092450
15 1.518752 0.672914 1.084357
16 1.519560 0.670378 1.076900
17 1.519744 0.668129 1.070945
18 1.520299 0.666813 1.068188

User Specified Shock (MATRIX01)
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3. bhpdmodwl qGtph L pGwlwlnG unudéh Ypw thnfuwpdtiph 1% npwiwG pnyh
nGpwghy L YnunwuyhG wgnbgnipnGGtpp (1996m1-2002m12)

Effect of User Specified Shock to Nominal Exchange Rate

Period DEXCH DMCPI DCORE
1 1.000000 0.000000 0.000000
2 0.514791 0.161527 0.329398
3 0.087637 0.011190 0.140971
4 0.023233 0.175313 0.150152
5 -0.015015 0.114332 0.079671
6 -0.067291 0.042126 0.029326
7 -0.016367 0.012736 0.014724
8 0.020588 0.014277 0.023610
9 0.014790 0.008062 0.018543
10 0.003559 0.007587 0.011009
11 1.03E-05 0.006975 0.005561
12 -0.002012 0.003773 0.002169
13 -0.001500 0.000986 0.000653
14 0.000461 0.000395 0.000825
15 0.001126 0.000434 0.001047
16 0.000565 0.000448 0.000803
17 4.89E-05 0.000413 0.000431
18 -0.000132 0.000286 0.000176

User Specified Shock (MATRIX01)

Accumulated Effect of User Specified Shock to Nominal Exchange Rate

Period DEXCH DMCPI DCORE
1 1.000000 0.000000 0.000000
2 1.514791 0.161527 0.329398
3 1.602429 0.172717 0.470369
4 1.625661 0.348030 0.620522
5 1.610646 0.462362 0.700192
6 1.543354 0.504488 0.729519
7 1.526987 0.517224 0.744243
8 1.547575 0.531501 0.767852
9 1.562365 0.539563 0.786395
10 1.565924 0.547149 0.797405
11 1.565934 0.554124 0.802966
12 1.563922 0.557898 0.805134
13 1.562422 0.558883 0.805787
14 1.562883 0.559278 0.806613
15 1.564009 0.559713 0.807660
16 1.564574 0.560161 0.808463
17 1.564623 0.560574 0.808894
18 1.564491 0.560861 0.809070

User Specified Shock (MATRIX01)
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4. ®nfuwpdtph, Gopdnodwl qltph L pGwlwlnlG unwdh Ypw thnnh pwqujh 10%

nnuwyuwa ynyh ppwghy L ynunwlwjhG wqntignipyniGGtipp (1996m1-2002m12)

Effect of User Specified Shock to Base Money

Period DBM DEXCH DMCPI DCORE
1 10.00000 0.000000 0.000000 0.000000
2 -2.965605 0.319962 0.478171 0.445797
3 1.443757 -0.085812 0.183027 0.339165
4  -0.297549 -0.101951 0.036316 0.006192
5 -0.893232 0.034117 0.171150 0.137531
6 0.226973 -0.018157 -0.030573 -0.017775
7 -0.098037 -0.014951 0.000625 0.002804
8 -0.297413 0.034395 0.009862 0.020277
9 0.172572 0.003960 -0.004155 0.002429
10 -0.059107 -0.000491 0.003291 0.000813
11 -0.009460 -0.000666 0.005756 0.004792
12 0.019203 -0.002772 -0.001834 -0.003068
13 -0.011681 -0.000427 0.001275 0.000801
14 -0.004265 0.000966 -0.000501 0.000335
15 0.005364 0.000189 -0.000217 0.000162
16 -0.004750 0.000425 0.000358 0.000395
17 0.002272 -0.000133 0.000157 0.000133
18 -0.000176 -0.000208 -4.10E-06 -0.000144

User Specified Shock (MATRIX03)

Accumulated Effect of User Specified Shock to Base Money

Period DBM DEXCH DMCPI DCORE
1 10.00000 0.000000 0.000000 0.000000
2 7.034395 0.319962 0.478171 0.445797
3  8.478153 0.234150 0.661198 0.784962
4  8.180604 0.132199 0.697514 0.791154
5 7.287372 0.166316 0.868664 0.928685
6  7.514345 0.148159 0.838091 0.910910
7  7.416308 0.133208 0.838716 0.913714
8 7.118895 0.167603 0.848578 0.933991
9  7.291467 0.171563 0.844423 0.936420
10 7.232360 0.171072 0.847714 0.937233
11 7.222900 0.170406 0.853470 0.942025
12 7.242103 0.167634 0.851636 0.938957
13 7.230422 0.167207 0.852911 0.939758
14 7.226156 0.168174 0.852410 0.940092
15 7.231520 0.168363 0.852193 0.940255
16 7.226770 0.168788 0.852551 0.940650
17 7.229043 0.168655 0.852708 0.940783
18 7.228866 0.168447 0.852704 0.940639

User Specified Shock(MATRIX03)
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