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Table 3.1 Data sources

Model
code

TROLL
code

Explanation Source

A AST Asset wealth See Appendix A
C PCR Real consumption ECB Monthly Bulletin Table 5.1 c12
CA CAN Current account ECB Monthly Bulletin Table 8.1 c1
CG GCR Real public consumption ECB Monthly Bulletin Table 5.1 c13
DD FDD Real domestic demand ECB Monthly Bulletin Table 5.1 c11
e EEN Nominal effective exchange rate ECB Monthly Bulletin Table 10 c1
g g Real growth in steady-state Calibrated
GCN GCN Nominal public consumption ECB Monthly Bulletin Table 5.1 c4
GDN GDN Nominal public debt ECB Monthly Bulletin Table 7.2 c1
GIN GIN Nominal public investment ECB Monthly Bulletin Table 7.1 c11
GLN GLN Public net lending GYN – GIN – GCN
GOY GOY Nominal public other income ECB Monthly Bulletin Table 7.1 c8 + 7.1 c11 + 7.1

c12
GYN GYN Nominal public dispos. income TAX + TIN + GOY – TRF – INN
I ITR Real investment ECB Monthly Bulletin Table 5.1 c14
IG GIR Real public investment GIN / PI
INN INN Nominal public inter. outlays ECB Monthly Bulletin Table 7.1 2 c5
K KSR Fixed capital stock (1–�)�K(–1) + I
�KI DLSR Change in inventories ECB Monthly Bulletin Table 5.1 c15
KI LSR Inventories KI(–1) + �KI
N LFN Labour force ECB Monthly Bulletin Table 5.4 c7 / 5.4 c8
L LNN Labour demand N – Table 5.4 c7
M MTR Imports ECB Monthly Bulletin Table 5.1 c18
NFA NFA Net foreign assets ECB Monthly Bulletin Table 8.7 c1
NFN NFN Net factor income from abroad ECB Monthly Bulletin Table 8.1 c4 + 8.1 c5
P YED GDP deflator ECB Monthly Bulletin Table 5.1 c1 / 5.1 c10
PC PCD Consumer price deflator ECB Monthly Bulletin Table 5.1 c3 / 5.1 c12
PC* COMPR World commodity prices HWWA-Institut fur Wirtschaftsforschung, HWWA

Raw materials price index, 1990=100, USD, rebased
(1995=100)

PF YFD GDP deflator at factor price P�(1–�indirect)
P* YWD OECD GDP deflator OECD Economic Outlook
PM MTD Import price deflator ECB Monthly Bulletin Table 5.1 c9 / 5.1 c18
PI ITD Investment deflator ECB Monthly Bulletin Table 5.1 c5 / 5.1 c14
PX XTD Export price deflator ECB Monthly Bulletin Table 5.1 c8 / 5.1 c17
� INFQ Quarterly inflation rate log(PC/PC(–1))
� INFT Quarterly inflation target Calibrated
r STRQ Domestic real interest rate R/400 – �
r* STRQF Foreign real interest rate R* / 400 – log(P*/P*(–1))
R STN Domestic nominal interest rate ECB Monthly Bulletin Table 3.1 c3
R* STNF Foreign nominal interest rate ECB Monthly Bulletin Table 3.1 c6
T TFT Technical progress Solow residual
TAX TAX Direct taxes ECB Monthly Bulletin Table 7.1 1 c3
�

direct TAR Direct tax rate TAX/YEN
�

indirect TIR Indirect tax rate TIN/YEN
TIN TIN Indirect taxes ECB Monthly Bulletin Table 7.1 1 c6
TRF TRF Public transfers ECB Monthly Bulletin Table 7.1 2 c6
U URX Unemployment ECB Monthly Bulletin Table 5.4 c8
U URT NAIRU Hodrick-Prescott (1600) filtered U
WN WIN/L Nominal wages per employee WIN/L

WIN Nominal wage sum Eurostat new cronos
� � Equity premium Calibrated
X XTR Exports ECB Monthly Bulletin Table 5.1 c17
Y YER Real GDP ECB Monthly Bulletin Table 5.1 c10
Y* YWR Real OECD GDP OECD Economic Outlook
YDN YDN Nominal private dispos. income YFN – TAX + INN + TRF – GOY + NFN – ��PI�K
YEN YEN Nominal GDP ECB Monthly Bulletin Table 5.1 c10 * P
YFN YFN Nominal GDP at factor cost Y�PF
� � Windfall gain See Appendix A
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Figure 3.1 Calibration of steady-state deviations from
data
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Table 3.5 Ex post calibration/simulation accuracy of
steady-state model

%MD %MAD %RMSE MAPE
Real GDP Y –2.09 2.09 2.31 2.11
Private consumption C 2.09 2.60 3.05 2.58
Fixed investment I –2.91 3.17 3.48 3.15
Exports X 0.58 2.06 2.44 2.07
Imports M 7.00 7.01 7.78 7.09

GDP deflator P 0.56 0.57 0.69 0.57
Consumer price deflator PC 0.70 0.70 0.82 0.70
Investment price deflator PI –0.01 0.35 0.39 0.35
Export price deflator PX 2.41 2.54 2.80 2.55
Import price deflator PM 2.62 2.62 2.81 2.62

Real wages WR –1.64 1.64 2.21 1.65
Labour demand L 0.03 0.30 0.35 0.30

Nominal exchange rate e –2.04 3.34 4.72 3.26

MD MAD RMSE
Annual inflation rate INFY 1.05 1.05 1.06
Unemployment rate U –0.03 0.27 0.31
Nominal interest rate R 0.67 0.70 0.90

Budget deficit/GDP GLN/YEN –0.32 0.34 0.52
Public debt/GDP GDN/YEN –14.27 14.27 14.89

Current account/GDP CAN/YEN –1.12 1.12 1.39
Net foreign assets/GDP NFA/YEN –32.71 41.13 62.44
For lower panel MD, MAD and RMSE are not divided by aggregate level of variable.
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Figure 3.2 Calibration of dynamic model with
exogenous interest and exchange rates
deviations from data
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Table 3.7 Ex post simulation accuracy of dynamic
model with exogenous interest and exchange
rate

%MD %MAD %RMSE MAPE
Real GDP Y –2.23 2.78 3.03 2.79
Private consumption C –0.55 0.81 0.97 0.80
Fixed investment I –0.03 0.49 0.61 0.50
Exports X 0.56 1.61 1.98 2.07
Imports M 4.79 7.26 8.13 7.38

GDP deflator P 1.26 1.26 1.43 1.26
Consumer price deflator PC 1.51 1.51 1.60 1.51
Investment price deflator PI 0.85 0.88 1.04 0.88
Export price deflator PX 4.12 4.43 5.52 4.43
Import price deflator PM 4.60 4.65 6.29 4.62

Real wages WR –0.81 0.81 0.88 0.81
Labour demand L –0.20 0.37 0.44 0.37

Nominal exchange rate e 0 0 0 0

MD MAD RMSE
Annual inflation rate INFY 1.34 1.34 1.46
Unemployment rate U 0.18 0.33 0.39
Nominal interest rate R 0 0 0

Budget deficit/GDP GLN/YEN 0.44 0.77 0.88
Public debt/GDP GDN/YEN 3.40 4.02 4.32

Current account/GDP CAN/YEN 0.22 1.54 1.92
Net foreign assets/GDP NFA/YEN 13.02 13.10 16.01
For lower panel MD, MAD and RMSE are not divided by aggregate level of variable.
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Figure 3.4 Calibration of dynamic model with
exchange rate risk premium deviations
from data
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Table 3.8 Ex post simulation accuracy of dynamic
model with endogenous interest and
exchange rates and exchange rate risk
premium

%MD %MAD %RMSE MAPE
Real GDP Y –3.38 3.70 4.05 3.73
Private consumption C –1.49 1.49 1.67 1.48
Fixed investment I –0.04 0.47 0.61 0.47
Exports X –0.53 1.43 1.74 1.45
Imports M 4.82 7.22 8.08 7.35

GDP deflator P 1.08 1.08 1.26 1.09
Consumer price deflator PC 1.23 1.23 1.33 1.23
Investment price deflator PI 0.52 0.68 0.81 0.68
Export price deflator PX 3.03 3.73 4.87 3.73
Import price deflator PM 3.29 3.88 5.53 3.85

Real wages WR –1.17 1.17 1.24 1.17
Labour demand L –1.02 1.02 1.13 1.02

Nominal exchange rate e –1.45 1.45 1.49 1.46

MD MAD RMSE
Annual inflation rate INFY 1.26 1.26 1.39
Unemployment rate U 0.91 0.91 1.01
Nominal interest rate R 0.69 0.99 1.24

Budget deficit/GDP GLN/YEN 0.13 1.02 1.16
Public debt/GDP GDN/YEN 5.10 5.10 5.60

Current account/GDP CAN/YEN –0.14 1.61 1.94
Net foreign assets/GDP NFA/YEN 10.83 11.16 13.87
For lower panel MD, MAD and RMSE are not divided by aggregate level of variable.
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Figure 3.8 Permanent increase of 1% of real GDP in
public consumption, difference from
baseline
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Figure 3.9 Temporary (one-quarter) 10% depreciation
of exchange rate, difference from baseline
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Figure 3.10 Temporary (two-years) 1%-pt increase in
interest rates, difference from baseline

-3.0

-2.5

-2.0

-1.5

-1.0

-0.5

0.0

0.5

1.0

3 6 9 12 15

Years

%

Imports Consumption

GDP

Exports

Investment

-0.6

-0.5

-0.4

-0.3

-0.2

-0.1

0.0

0.1

3 6 9 12 15

Years

%
-p

oi
nt

Inflation, CPI deflator

Inflation, GDP deflator

-0.6

-0.5

-0.4

-0.3

-0.2

-0.1

0.0
0 3 6 9 12

Years

%

Real product wage

Real wage

-0.1

0.0

0.1

0.2

0.3

0.4

0.5

0.6

0.7

0.8

3 6 9 12 15

Years

%
-p

oi
nt

Unemployment rate

-1.0

-0.5

0.0

0.5

1.0

1.5

3 6 9 12 15

Years

%
-p

oi
nt

Nominal interest rate

Expected real interest rate

-3.0

-2.5

-2.0

-1.5

-1.0

-0.5

0.0

0.5

1.0

3 6 9 12 15

Years

%

Nominal exchange rate

Real exchange rate

-1.5

-1.0

-0.5

0.0

0.5

1.0

1.5

2.0

2.5

3 6 9 12 15

Years

%
-p

oi
nt

Government debt/GDP

Government net lending/GDP

-2.5

-2.0

-1.5

-1.0

-0.5

0.0

0.5

3 6 9 12 15

Years

%
-p

oi
nt Current account/GDP

Net foreign assets/GDP



T
ab

le
 3

.1
4

T
em

po
ra

ry
 (t

w
o-

ye
ar

s)
 1

%
-p

t i
nc

re
as

e 
in

 n
om

in
al

 in
te

re
st

 r
at

e,
 d

iff
er

en
ce

 fr
om

 b
as

el
in

e

Q
/Y

Q
1

Q
2

Q
3

Y
1

Y
2

Y
3

Y
5

Y
10

Y
50

G
D

P,
 %

–2
.3

9
–2

.1
9

–1
.8

5
–1

.4
5

0.
04

0.
11

–0
.0

7
–0

.0
4

0.
00

Im
po

rt
s,

 %
–0

.1
9

–0
.3

1
–0

.2
9

–0
.2

3
–0

.0
5

–0
.1

0
–0

.1
9

–0
.1

1
0.

00
E

xp
or

ts
, %

–2
.1

9
–2

.0
0

–1
.6

8
–1

.3
2

0.
04

0.
11

–0
.0

6
–0

.0
4

0.
00

Pr
iv

at
e 

co
ns

um
pt

io
n,

 %
–1

.7
4

–1
.4

2
–1

.1
0

–0
.7

8
0.

27
0.

14
–0

.1
3

–0
.1

6
0.

00
Pr

iv
at

e 
fi

xe
d 

in
ve

st
m

en
t, 

%
–0

.5
6

–0
.9

8
–1

.2
4

–1
.3

7
–1

.0
2

–0
.5

3
–0

.1
2

0.
19

0.
00

In
fl

at
io

n,
 G

D
P 

de
fl

., 
%

-p
ts

0.
01

–0
.0

6
–0

.1
7

–0
.3

0
–0

.4
6

–0
.1

5
0.

00
–0

.0
1

0.
00

In
fl

at
io

n,
 c

on
su

m
pt

. d
ef

l.,
 %

-p
ts

–0
.2

0
–0

.2
4

–0
.3

2
–0

.4
1

–0
.3

4
–0

.1
4

0.
00

–0
.0

1
0.

00
R

ea
l w

ag
e,

 %
–0

.0
9

–0
.2

9
–0

.3
9

–0
.4

2
–0

.2
2

–0
.0

6
–0

.0
7

–0
.0

5
0.

00
R

ea
l p

ro
du

ct
 w

ag
e,

 %
–0

.3
0

–0
.4

7
–0

.5
4

–0
.5

4
–0

.2
1

–0
.0

5
–0

.0
6

–0
.0

4
0.

00
U

ne
m

pl
oy

m
en

t, 
%

-p
ts

0.
41

0.
66

0.
77

0.
77

0.
31

0.
02

0.
00

0.
00

0.
00

N
om

in
al

 in
te

re
st

 r
at

e,
 %

-p
ts

1.
00

1.
00

1.
00

1.
00

1.
00

–0
.2

1
0.

00
–0

.0
1

0.
00

E
xp

ec
te

d 
re

al
 in

te
re

st
 r

at
e,

 %
-p

ts
1.

15
1.

30
1.

38
1.

40
1.

16
–0

.1
8

0.
00

–0
.0

1
0.

00
N

om
in

al
 e

xc
ha

ng
e 

ra
te

, %
–2

.3
9

–2
.1

5
–1

.9
0

–1
.6

6
–0

.6
7

–0
.7

0
–0

.8
4

–0
.9

0
–0

.9
7

R
ea

l e
xc

ha
ng

e 
ra

te
, %

–2
.4

0
–2

.0
9

–1
.7

4
–1

.3
7

0.
08

0.
19

0.
06

0.
04

0.
00

G
ov

er
nm

en
t d

eb
t/G

D
P,

 %
-p

ts
2.

00
2.

07
2.

04
1.

97
1.

37
0.

55
–0

.1
5

–0
.5

0
0.

00
G

ov
er

nm
en

t n
et

 le
nd

in
g/

G
D

P,
 %

-p
ts

–0
.8

7
–0

.8
0

–0
.6

9
–0

.5
6

–0
.0

5
0.

70
0.

28
–0

.0
3

0.
00

N
et

 f
or

ei
gn

 a
ss

et
s/

G
D

P,
 %

-p
ts

–0
.5

4
–1

.0
0

–1
.3

8
–1

.6
8

–2
.1

1
–1

.8
3

–1
.5

5
–0

.9
5

–0
.0

8
C

ur
re

nt
 a

cc
ou

nt
/G

D
P,

 %
-p

ts
–0

.5
4

–0
.4

6
–0

.3
9

–0
.3

1
0.

00
0.

04
0.

02
0.

01
0.

00



F�G�G 1�������� 	������� 	� ���
�� �
���

��� �
��� ���
�� �
��� 	� 	�������� �� :Y ����������� J����� F�::
��� ����� F�:.K� ��	� ��
�� ��� �� 	���������� �� � ������ 	������
�
 ��� 	��	����	
� �����

��� �
�	��� 	������� ���� ����� �� 
��%������� ���������� �
	���
��	� 	� ������� �
�� 
� ��� 	������� 	� ���
�� �
��� �
�� ���� 	��
 ���
������
����� ����� ��� ���� 	������� ���� ����� ���
 	� ��� ���� ����
����� ��� ��
�� ��� ���� ������ �
 �
� ���� ��	�� ���	��� �
 �����	���
!
�� ��� �
�	��� ��� ���� �������� ����� ������	��� 	����	�����' ��
�
����� A�GY� 
�����	��	
� 
� �
�� ��� ���� ��� �
�	��� ��������
����� ����	�	��� 	� ��� �
�� ���� ��� 	�H��	
� ���� ����� 	����	�����
�� A�: ���������� �
	�� ��� ���� �
� ����� ���� �
 �����	��� 9���
����� ���� ����' �
 ���� ����� ����� ����� ��	� �������� 	� A�FY' ���
���������� ���� ����� �
� ���� �
 �����	���

$
������	
�' ���
���' 	��
��� ��� -
1 ��� 	������� 	����	�����
�� A�EY ��� ���� ��
��� �
� ���� �
���� :Y ��
 � �����	�� �� ���
(� ������� 	�������� �� ���� �
�� ��
���' ��� ����� ��
 ����� 	�"�
��2������� ����� ������� ���� 
� 
���� ����  ��	����� 	� �
� �����	��
�
���� :Y ��
 � �����	�� �� ��� ��� ������
����� ���� 	�������� 	�
��� ���� ���	
� �� A�8. ���������� �
	��' ��	�� ����� ���� F.Y 
�
��� ���
�� �
��� 	������� 	� ����
��� 	� ��� ���� �������� $
� �������
�
����� ��� C*(9I 
� ��� ���
�� �
��� 	������� 	� ���	�' ���	��

��� ��
�� F ������ �� �
 �
� 	�������� ��	� �� 	��	���	�� ���� ���
,��
���� ���
�� ������ ��� �����	
�	�� ����� 9�����' �� �
�� ����
��� ������� ���	�	��	�� �������� 
� ��� ,
-, �
��� ��� ����	�������
���
�� �	�� ������� �
 ��� ���
�� ������' 	� ��� ������
����� ����
������� �
�� ��	�� ���	��� �
 ��� L�	��" C*(9I �� ��� &�������
��'

�� ��� ��� ���� ��	� ���	� ��2������� 	� ��� ������ 
� 
�� ���	����	
�'
����� 	� ��� ������� ���� ���
�� ������ ������ �
��	������� ������
�
 	��������� ���� �
 ��	��� ��� ������

��� �
 ������� ��� ����	��%�
%-
1 ���	
 	� �

���� ��	����� ��
��� �	���� ����� ��������� �� ����������� ��
�
�	� ���	 	�� 	� ��� ����
���� ��� 	� ���� �� ����� ��� 	� ��� �
��%��� ��	� ������� �
 �����	���
��� �
 ������� ����%�
%�
�	��� -
1 ���	
 ��������� ��	��� �������

� ��� 	������� 	� 
������ ��� ������� ���
���%�
%-
1 ���	
 ����	��
	� ������� �	�� ��	� ��
��� ��� ��� �
��	�� ������%�
%�
�	��� -
1
���	
 ��������� �� ��� ��
��� 
� ��� 	������� 	� 
����� 	� ��� �
��
����

;:



92

Figure 3.11 Permanent 1% increase in total labour
force, difference from baseline
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Figure 3.12 Temporary (10-year) 1%-pt increase in
direct tax rate, difference from baseline

-1.5

-1.0

-0.5

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3 6 9 12 15

Years

%

Imports Consumption

GDPExports

Investment

-0.30

-0.25

-0.20

-0.15

-0.10

-0.05

0.00

0.05

0.10

0.15

3 6 9 12 15

Years

%
-p

oi
nt

Inflation, CPI deflator

Inflation, GDP deflator

-0.15

-0.10

-0.05

0.00

0.05

0.10

0.15

0.20

0.25

0.30

0 3 6 9 12

Years

%

Real product wage

Real wage

-0.10

-0.08

-0.06

-0.04

-0.02

0.00

0.02

0.04

0.06

0.08

3 6 9 12 15

Years
%

-p
oi

nt

Unemployment rate

-0.4

-0.3

-0.2

-0.1

0.0

0.1

0.2

0.3

3 6 9 12 15

Years

%
-p

oi
nt

Nominal interest rate

Expected real interest rate

-1.50

-1.00

-0.50

0.00

0.50

1.00

1.50

3 6 9 12 15

Years

%

Nominal exchange rate

Real exchange rate

-12.0

-10.0

-8.0

-6.0

-4.0

-2.0

0.0

2.0

4.0

3 6 9 12 15

Years

%
-p

oi
nt

Government debt/GDP

Government net lending/GDP

0.0

2.0

4.0

6.0

8.0

10.0

12.0

14.0

16.0

18.0

3 6 9 12 15
Years

%
-p

oi
nt

Current account/GDP

Net foreign assets/GDP



T
ab

le
 3

.1
6

Te
m

po
ra

ri
ly

 (1
0-

ye
ar

) 1
%

-p
t i

nc
re

as
e 

in
 d

ir
ec

t t
ax

 r
at

e,
 d

iff
er

en
ce

 fr
om

 b
as

el
in

e

Q
/Y

Q
1

Q
2

Q
3

Y
1

Y
2

Y
3

Y
5

Y
10

Y
50

G
D

P,
 %

0.
19

0.
15

0.
11

0.
08

0.
00

–0
.0

3
–0

.0
5

0.
07

–0
.0

2
Im

po
rt

s,
 %

–0
.3

4
–0

.4
0

–0
.4

8
–0

.5
5

–0
.7

6
–0

.9
0

–1
.0

2
–0

.9
3

0.
13

E
xp

or
ts

, %
0.

19
0.

16
0.

12
0.

09
0.

03
0.

00
–0

.0
1

0.
09

–0
.0

2
Pr

iv
at

e 
co

ns
um

pt
io

n,
 %

–0
.0

1
–0

.0
7

–0
.1

1
–0

.1
5

–0
.2

5
–0

.3
6

–0
.5

9
–1

.1
9

0.
09

Pr
iv

at
e 

fi
xe

d 
in

ve
st

m
en

t, 
%

–0
.1

2
–0

.2
2

–0
.3

2
–0

.4
1

–0
.6

4
–0

.6
7

–0
.2

2
2.

32
–0

.0
7

In
fl

at
io

n,
 G

D
P 

de
fl

., 
%

-p
ts

0.
01

0.
03

0.
05

0.
07

0.
08

0.
05

0.
02

–0
.2

0
0.

01
In

fl
at

io
n,

 c
on

su
m

pt
. d

ef
l.,

 %
-p

ts
0.

05
0.

07
0.

09
0.

11
0.

08
0.

06
0.

02
–0

.2
0

0.
01

R
ea

l w
ag

e,
 %

–0
.0

2
–0

.0
1

–0
.0

1
–0

.0
1

–0
.0

4
–0

.0
8

–0
.0

9
0.

02
–0

.0
1

R
ea

l p
ro

du
ct

 w
ag

e,
 %

0.
02

0.
03

0.
03

0.
03

0.
00

–0
.0

2
–0

.0
3

0.
08

–0
.0

2
U

ne
m

pl
oy

m
en

t, 
%

-p
ts

–0
.0

3
–0

.0
5

–0
.0

6
–0

.0
6

–0
.0

4
–0

.0
2

–0
.0

2
–0

.0
2

0.
00

N
om

in
al

 in
te

re
st

 r
at

e,
 %

-p
ts

0.
08

0.
11

0.
15

0.
18

0.
13

0.
09

0.
03

–0
.2

9
0.

02
E

xp
ec

te
d 

re
al

 in
te

re
st

 r
at

e,
 %

-p
ts

0.
02

0.
03

0.
06

0.
09

0.
07

0.
05

0.
03

–0
.0

7
0.

01
N

om
in

al
 e

xc
ha

ng
e 

ra
te

, %
0.

47
0.

49
0.

52
0.

56
0.

71
0.

82
0.

95
0.

49
–1

.2
3

R
ea

l e
xc

ha
ng

e 
ra

te
, %

0.
46

0.
46

0.
47

0.
49

0.
56

0.
63

0.
71

0.
75

–0
.1

1
G

ov
er

nm
en

t d
eb

t/G
D

P,
 %

-p
ts

–0
.3

9
–0

.6
1

–0
.8

2
–1

.0
4

–1
.9

8
–2

.9
7

–5
.0

4
–1

0.
72

0.
00

G
ov

er
nm

en
t n

et
 le

nd
in

g/
G

D
P,

 %
-p

ts
0.

96
0.

95
0.

94
0.

93
1.

00
1.

06
1.

16
1.

57
–0

.0
1

N
et

 f
or

ei
gn

 a
ss

et
s/

G
D

P,
 %

-p
ts

0.
17

0.
33

0.
51

0.
71

1.
63

2.
73

5.
25

12
.3

9
2.

31
C

ur
re

nt
 a

cc
ou

nt
/G

D
P,

 %
-p

ts
0.

16
0.

17
0.

18
0.

20
0.

26
0.

30
0.

37
0.

45
–0

.0
3



F�G�8 1�������� 	������� 	� �
��� ������

�
��� ������ 	� 	�������� ����������� �� :Y J����� F�:F ���
����� F�:DK� ��	� ����� ���� ��� ,��
���� ���
�� ������ ��������
5
�� ��' ��� �������� ���� ������	���� 	����	����� ��� ������

)���� ��� 	������� 	� �
��	�� ������� ��� ���
 ������	��	
� �
����
��� ��	��� 
� 	��
�� �

�� �
������ ��� ����� �
������	
� ���
	� ������� ������� ���
 	������� ��	������

��� �)��� 
� ��� ���� �	��  ��	����� 	� ����	���' ������ ����
	��
��� 2��� �	������ �� A�GY ��
� �����	�� ��� �
 ����	�� 	��
��
��	��� ��� ���
��� �� A�FY ��� �
 	�������� �
��	�� �������
I�����
����� ��������� ����	����� ��� ��	� �)��� 	� ���
�� =��
�
����' ��� ������	��	
� 
� ��� �������� ���� 	�������� ��� ���
 ����
��
�
�� 	� ��� ����� ���� ���� ���	 	��' �� ���� �� ������
�����' 	�
���
�� ����������

!
�� ��� ���� ��� �
�	��� 	������� ����� ���� ����	�����' �� �
��
A�A. ���������� �
	�� 	� ��� ��
�� ��� ��� ���� ������ �
 �����	�� 	�
��� �
�� ���� !
�� ��� �
�	��� ��� ���� �������� ����� ������	���
	����	�����' �� ��	����� ���� ���� A�.Y ��� ���� ����	�	�� �� �����
�� ��� 	� ��� �
�� ���� $1( 	�H��	
� ��������� ���� ����	����� ���
���� �� ���� �
 �����	��� ��� ���� ���� 	�������� ����	����� ���
�����������' �� ��
�� A�AGY�

��� �)��� 
� �
 ������� ��� ����	�� ��� 
� �
 ������� ����
	�  	������� �	�� ����� ���' �
�� ��' �
�� ������� 	� ��� ��
�� ���'
��� ����� �	� 
�� 	� ��� �
�� ���� ��� �)��� 
� ��� ������� ���
���
	� ����	����� �����	 �' ��	�� ��������� �� � �������� 	� ��� �
��	��
�������

;D



98

Figure 3.13 Permanent 1% increase in world demand,
difference from baseline
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Figure 3.14 Permanent 1%-pt increase in indirect tax
rate, difference from baseline
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Figure 3.15 Permanent 1%-pt increase in equity
premium, difference from baseline
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Figure 4.1 Permanent 1%-pt decrease in inflation
target with full credibility,
difference from baseline
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Figure 4.2 Permanent 1%-pt decrease in inflation
target by cognisant central bank,
difference from baseline
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Figure 4.3 Permanent 1%-pt decrease in inflation
target by naive central bank,
difference from baseline
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Figure 4.5 Permanent 1%-pt decrease inNairu,
difference from baseline

0.0

0.2

0.4

0.6

0.8

1.0

1.2

1.4

3 6 9 12 15
Years

%

Imports

Consumption

GDP

Exports

Investment

-0.20

-0.15

-0.10

-0.05

0.00

0.05

0.10

3 6 9 12 15

Years

%
-p

oi
nt

Inflation, CPI deflator

Inflation, GDP deflator

-0.40

-0.35

-0.30

-0.25

-0.20

-0.15

-0.10

-0.05

0.00
0 3 6 9 12

Years

%

Real product wage

Real wage

-1.20

-1.00

-0.80

-0.60

-0.40

-0.20

0.00
3 6 9 12 15

Years
%

-p
oi

nt Unemployment rate

-0.30

-0.25

-0.20

-0.15

-0.10

-0.05

0.00

0.05

0.10

3 6 9 12 15

Years

%
-p

oi
nt

Nominal interest rate

Expected real interest rate

0.0

0.1

0.2

0.3

0.4

0.5

0.6

0.7

0.8

3 6 9 12 15
Years

%

Nominal exchange rate

Real exchange rate

-1.0

-0.8

-0.6

-0.4

-0.2

0.0

0.2

0.4

3 6 9 12 15

Years

%
-p

oi
nt

Government debt/GDP

Government net lending/GDP

-2.50

-2.00

-1.50

-1.00

-0.50

0.00

0.50

3 6 9 12 15

Years

%
-p

oi
nt

Current account/GDP

Net foreign assets/GDP



T
ab

le
 4

.4
Pe

rm
an

en
t 1

%
-p

t d
ec

re
as

e 
in

 N
A

IR
U

, d
iff

er
en

ce
 fr

om
 b

as
el

in
e

Q
/Y

Q
1

Q
2

Q
3

Y
1

Y
2

Y
3

Y
5

Y
10

Y
50

G
D

P,
 %

1.
00

1.
02

0.
97

0.
90

0.
70

0.
70

0.
75

0.
86

1.
07

Im
po

rt
s,

 %
0.

74
0.

79
0.

78
0.

77
0.

74
0.

75
0.

77
0.

78
0.

83
E

xp
or

ts
, %

0.
89

0.
90

0.
86

0.
80

0.
62

0.
62

0.
67

0.
76

0.
95

Pr
iv

at
e 

co
ns

um
pt

io
n,

 %
1.

02
0.

99
0.

92
0.

84
0.

64
0.

62
0.

64
0.

75
1.

00
Pr

iv
at

e 
fi

xe
d 

in
ve

st
m

en
t, 

%
0.

21
0.

39
0.

55
0.

67
1.

00
1.

18
1.

32
1.

26
1.

03
In

fl
at

io
n,

 G
D

P 
de

fl
., 

%
-p

ts
–0

.0
8

–0
.1

2
–0

.1
5

–0
.1

6
0.

04
0.

05
0.

04
0.

03
0.

00
In

fl
at

io
n,

 c
on

su
m

pt
. d

ef
l.,

 %
-p

ts
–0

.0
3

–0
.0

8
–0

.1
1

–0
.1

2
0.

02
0.

05
0.

04
0.

03
0.

00
R

ea
l w

ag
e,

 %
–0

.0
8

–0
.1

1
–0

.1
5

–0
.1

9
–0

.3
1

–0
.3

7
–0

.3
7

–0
.2

8
–0

.0
8

R
ea

l p
ro

du
ct

 w
ag

e,
 %

–0
.0

4
–0

.0
7

–0
.1

1
–0

.1
5

–0
.2

9
–0

.3
5

–0
.3

5
–0

.2
5

–0
.0

4
U

ne
m

pl
oy

m
en

t, 
%

-p
ts

–0
.2

7
–0

.4
7

–0
.6

2
–0

.7
3

–0
.9

1
–0

.9
6

–1
.0

0
–1

.0
1

–1
.0

0
N

om
in

al
 in

te
re

st
 r

at
e,

 %
-p

ts
–0

.2
6

–0
.2

8
–0

.2
7

–0
.2

6
0.

00
0.

06
0.

06
0.

05
0.

00
E

xp
ec

te
d 

re
al

 in
te

re
st

 r
at

e,
 %

-p
ts

–0
.0

7
–0

.1
7

–0
.2

2
–0

.2
5

–0
.0

4
0.

01
0.

02
0.

02
0.

00
N

om
in

al
 e

xc
ha

ng
e 

ra
te

, %
0.

44
0.

37
0.

31
0.

24
0.

09
0.

12
0.

23
0.

51
0.

87
R

ea
l e

xc
ha

ng
e 

ra
te

, %
0.

52
0.

50
0.

45
0.

39
0.

21
0.

19
0.

23
0.

34
0.

51
G

ov
er

nm
en

t d
eb

t/G
D

P,
 %

-p
ts

–0
.7

3
–0

.7
7

–0
.7

8
–0

.7
9

–0
.7

4
–0

.7
0

–0
.5

6
–0

.1
6

0.
00

G
ov

er
nm

en
t n

et
 le

nd
in

g/
G

D
P,

 %
-p

ts
0.

25
0.

28
0.

28
0.

26
0.

01
–0

.0
7

–0
.1

1
–0

.0
9

0.
00

N
et

 f
or

ei
gn

 a
ss

et
s/

G
D

P,
 %

-p
ts

0.
00

0.
01

0.
01

–0
.0

1
–0

.1
8

–0
.4

1
–0

.8
6

–1
.7

3
–0

.4
7

C
ur

re
nt

 a
cc

ou
nt

/G
D

P,
 %

-p
ts

0.
02

0.
01

0.
00

–0
.0

1
–0

.0
5

–0
.0

6
–0

.0
6

–0
.0

4
0.

01



G�9�/ 2���
� ������� ���� �����
��� ��������� 
�������

� B+&8I

5���' �� ������� ��� ���� ����� ��� ������� ���� ������� �� ��� ��

������� 
� ��� B+&8I ��
�� ��� ��
���� ������ ���
���� ��������� ����
B+&8I 
� ��� �����
��� &� ���� ���
�� ��� ������� ���� ������ �� ���
���	�� �
�	��
�� 
� ��� ������� �	� ��� � �
������� �
�� �� ��� �����
�� ��� B+&8I ������� ��� ��
���� ������ 
� ���� �� �������� ��� �����
�� B+&8I ���������� )	���������' ��� ��
���� ������ 
� ���� ���
��
������� ���� ��� ������� ���� �
�� ������� 
�� �
�� �� B+&8I 
� ���
�	�	�� J���� ���
��K� ����� 
� �� �����
�� ����' ��� ��	� ��� �������
���� ������� �� ��� ��� 
������� 
� ��� B+&8I ���� 
� ��� ���� ���
���
&� ����� �����' �	� �� ��� ����������
�� 
� 
�������
�� ���� ��� ���
���	���
�� �� �� �����
��' ��
� �
�	��
�� 
� �������� 
�#�
����� +� �
���	��' ��� �
�	���
�� 
� ����	��� ���	��
���� �����
�� ���� ��� #���
���
�� ��� ����
�� ���� �� ��� #��� ���%��
���

��� ���	��� �� ��
� �
�	���
�� ��� ����� 
� #�	�� G�7 ��� 
� �����
G�/� M	���
���
���� ��� �	��
���
���� ����� ��� ����� �� ��� ���� �� � 9
���������� ��
�� ���	��
�� 
� ��� ������� ����!� 
�H��
�� ������ ���
��
� 
� ��� ���
���� �� ��� ��
���� ������' 
� ��� ����
���� ����� 5���'
��� 
�H��
�� ���� ����� ������� �� ���� ��� ���� ����
�� �� ���� ������
+� ��� ���
�
�� ���� ������� ���� ����
�����' �� ��� 
����
����� ����
��� ������ �	�� ���� ��� 
������� 
� ��� ���
��� 
������� ���� ���	��
�� ������
������ �� �

%���� � ��� 3� � 
<| � <|

�& � ��� � ��� � �<|


� T@�E ���������� ��
��� ��� �������� ���� 
������� ���� 
��������
������
���� �� ��� 
�H��
�� ���� 
� ����� �� ;���� ��� ���
��� ���
���� �������� ����� ������
��� ���������

8��� .�< ����� �� ���� @�@7Y �	� �� ����
��� 
� ������� ���
����	���
��' ��
�� ��� �*����� �� ��� �������� ���� 
������� ����
��� ���� �������� ����� 5��� ��� �*���� ��� ���	� ���� �� ����� ��
��� 9 ���������� ��
�� ���	��
�� 
� ��� 
������� ���� ������ �� ���
����
���� ������� ����� F�� ��� ������� ������ 
� 
� 
� ����������
�� ���	�� ���� ��� ������� ���� �
�� ����������� �������� ��� B+&8I

�����������

9?E



G�:�8 3�
�	� ��	 ��� ����
� �����	 �� ���� ������� ����
�����	 �� � ��������� 	������� 	� C*(9I

5���' �� ������� ��� ���� ����� ��� ��	 ��� ����
� ������� ���� ���
������� ���� �����	 �� �� 	������� 	� C*(9I� 5
�� ��' 	� ���� ���	
�'
��� ������� ���� ������ �
 ��� ������ �	����	
� 	� ��� ��
�
�� ��� ���
� �
�����  	�� 
� ��� ������ �� �� 
� C*(9I� ��� ��	 ��� ����
� ���
���
 � �
�����  	�� 
� ��� �� �� 
� ��� C*(9I� C� ���������' ��� ��	 ���
����
� ���
��������� �����	 �� ���� ��� ������� ���� ��� � �	����
���	���� 
� ��� C*(9I� *� � ������' ��� ��	 ��� ����
� �����������
������� 	� ���� ���	
� ���� ��� ������� ���� �	�� �����	 � � �	����
�� �� 
� C*(9I 	� ��� �������

9������ ��
� ��	� �	�����	
� ��� ��
�� 	� ����� G�D ��� 	� �����
G�8� ��	� ���� �	)��� ��	�� ���� ��
� ��� ��� 	
�� 
�� �	��� �
�
��� 	�H��	
� ���� ����� ����������� �� 
 �� A�. ���������� �
	���
5��� ��� ��
�	� ��	 ��� ����
� ��� � �	��������	
� 
� ��� �������
����"� ���	���� 
� ��� �� �� 
� C*(9I� *� � ������ ��� ��	 ��� ����
�
�
������ �	����� �
������ �
�	�� 	� ��� ������� 5
�� ��' ��	� �
�� �
�
������' ��� �� ��� 	�H��	
� ���� ����� ��� �
�	��� 	������� ���� ���
�������� ���� 	������� ���� ���
 ���� ������������ C
�� �
�� ��' ���� �
����� ����	�� 	� ��� �������� ���� 	������� ���� ��������� 
��� � �����
	������� 	� 
�����  	� �� 	������� 	� �
������	
�� ��� ���� ��������
���� ����	�� ������ ��� ���� ��� ������� 	� ���
��� ��� ��	�� �
�����
����� 	� � ��	��� �

��	�� �)��� 
� ���� ���	 	�� ��� ��	�  ��	���� 	�
��� �
�� ����

:@G



125

Figure 4.6 Myopic central bank perceives a 1%-pt
increase in NAIRU, difference from baseline
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Figure 4.7 Myopic private sector perceives that central
bank perceives a 1%-pt increase in NAIRU,
difference from baseline
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Figure 4.8 Permanent 1%-pt increase in foreign real
interest rate, difference from baseline
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Figure 4.9 Myopic central bank perceives 1%-pt rise in
foreign real interest rate, difference from
baseline
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Figure 4.10 Cognisant central bank lowers inflation
target by 1%-pt, learns exogenously that it
is not credible, difference from baseline
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Figure 4.11 Cognisant central bank lowers inflation
target by 1%-pt, private sector learns
adaptively the new inflation terget,
difference from baseline
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