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Table 1 – Bayesian Estimates of the Structural Parameters

Parameter Density
Prior distribution Posterior distribution

Mode
Standard 
deviation

W/O ZLB W/ ZLB
Median 25th pct 75th pct Median 25th pct 75th pct

Calibrated 0.99r2 Calibrated 0.392 Inverse Gamma 0.50 0.50 0.098 0.090 0.107 0.099 0.091 0.108g2 Inverse Gamma 5.00 0.25 4.135 3.924 4.363 4.116 3.910 4.346i2 Inverse Gamma 0.50 0.50 0.117 0.106 0.130 0.117 0.107 0.129
Gamma 0.05 0.01 0.042 0.036 0.048 0.042 0.037 0.048
Gamma 8.00 1.00 7.548 6.936 8.208 7.867 7.239 8.538

Beta 0.75 0.20 0.277 0.192 0.370 0.431 0.313 0.546
Beta 0.25 0.20 0.803 0.751 0.855 0.825 0.771 0.876
Beta 0.75 0.20 0.982 0.976 0.987 0.978 0.971 0.982

Normal 1.70 0.30 1.900 1.736 2.073 1.983 1.849 2.115g Gamma 0.30 0.20 0.188 0.124 0.269 0.112 0.070 0.178i Beta 0.25 0.20 0.175 0.108 0.239 0.458 0.410 0.517
Beta 0.25 0.20 0.948 0.928 0.964 0.962 0.937 0.980g Beta 0.25 0.20 0.998 0.996 0.998 0.998 0.997 0.999

Fraction of accepted draws 0.241 0.254
 



parameter value 0.99 0.02 5 1.5 0.7 0.1

Figure 1 : a typical simulated path
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Figure 2 : forward rate curves
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(1) natural interest rate

(2) monetary policy shock

Figure 3 : identified structural shocks
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Figure 4 (1) : Identified structural shocks - natural rate -
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Figure 4 (2) : Identified structural shocks - mark-up shock -
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Figure 4 (3) : Identified structural shocks - monetary policy shock -
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 short run natural rate shock      long run natural rate shock          mark-up shock monetary policy shock

Figure 5 (1) : Impulse-Response Functions
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Notes: 1. In each impulse response, the initial values of the state variables in the model are set equal to those of 2003Q2.
2. One percent shock is added in each case.
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 short run natural rate shock      long run natural rate shock          mark-up shock monetary policy shock

Figure 5 (2) : Impulse-Response Functions
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Notes: 1. In each impulse response, the initial values of the state variables in the model are set equal to those of 1995Q2.
2. One percent shock is added in each case.
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Figure 6 : Counter Factual Simulation - Inflation -
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Figure 7 : Counter Factual Simulation - Output gap -
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Figure 8 : selected yield curve
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