Lubik and Schorfheide, AER

TABLE 2—DETERMINACY VERSUS INDETERMINACY (])

Log-data density Probability
Sample Prior Determinacy Indeterminacy Determinacy Indeterminacy
Pre-Volcker 1 -3724 —359.1 0.000 1.000
2 —-372.4 —359.8 0.000 1.000
3 -3724 —358.7 0.000 1.000
Volcker-Greenspan | —368.6 —368.6 0.502 0.498
2 —368.6 -369.4 0.692 0.308
3 —368.6 -368.1 0.379 0.621
Post-1982 1 -2374 -241.9 0.989 0.011
2 —-2374 —241.5 0.984 0.016
3 -2374 —241.3 0.980 0.020

Notes: According to the prior distribution in Table | the probability of determinacy 1s 0.527.
The posterior probabilities are calculated based on the output of the Metropolis algorithm. Log
marginal data densities are approximated by John F. Geweke's (1999) harmonic mean
estimator.



TABLE 3—PARAMETER ESTIMATION RESULTS (1)

Pre-Volcker (Prior 1) Pre-Volcker (Prior 2) Post-1982

Mean 90-percent interval Mean 90-percent interval Mean 90-percent interval
U7 0.77 [0.64,0.91] 0.89 [0.81, 0.99] 2.19 [1.38, 2.99]
iy 0.17 [0.04, 0.30] 0.15 [0.03, 0.27] 0.30 [0.07, 0.51]
Pr 0.60 [0.42,0.78] 0.53 [0.43, 0.65] 0.84 [0.79, 0.89]
* 4.28 [2.21,6.21] 3.98 [2.12, 5.84] 343 [2.84, 3.99]
r* 1.13 [0.63, 1.62] 111 [0.73, 1.49] 3.01 [2.21, 3.80]
K 0.77 (0.39, 1.12] 0.75 [0.38, 1.07] 0.58 [0.27, 0.89]
7! 1.45 [0.85, 2.05] 2.08 [1.27, 2.84] 1.86 [1.04, 2.64]
P, 0.68 [0.54, 0.81] 0.80 [0.75, 0.85] 0.83 [0.77, 0.89]
p. 0.82 [0.72,0.92] 0.69 [0.62, 0.76] 0.85 [0.77, 0.93]
P, 0.14 [-0.40,0.71] 0.98 [0.96, 1.00] 0.36 [0.06, 0.67]
My, -0.68 [-1.58,0.23]
M, 1.74 [0.90, 2.56]
M, -0.69 [~0.99, —0.39]
O 0.23 [0.19,0.27] 0.24 [0.20, 0.28] 0.18 [0.14,0.21]
a, 0.27 [0.17, 0.36] 0.21 [0.16, 0.26] 0.18 (0.14, 0.23]
a, 1.13 [0.95, 1.30] 1.16 [0.97, 1.34] 0.64 [0.52, 0.76]
o, 0.20 [0.12,0.27] 0.23 [0.15, 0.31]

Notes: The table reports posterior means and 90-percent probability intervals (in brackets). Pre-Volcker posteriors are
conditional on indeterminacy. Post-1982 posteriors are conditional on determinacy. Under Prior 2 Mg, = M, = M, = 0.
Conditional on determinacy posterior and prior means and probability intervals for My, M, ., M_;, and o, are identical. The

posterior summary statistics are calculated from the output of the Metropolis algorithm.
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Notes: Pre-Volcker sample, indeterminacy region (Prior 1). Figure depicts posterior means (solid lines) and pointwise
90-percent probability intervals (dashed lines) for impulse responses of output, inflation, and the nominal interest rate to a
one-standard-deviation shock & ,.



TABLE 4—VARIANCE DECOMPOSITIONS

Pre-Volcker (Prior 1) Pre-Volcker (Prior 2) Post-1982

Mean 90-percent interval Mean 90-percent interval Mean 90-percent interval

Output Deviations from Trend

Policy 0.01 [0.00, 0.02] 0.01 [0.00, 0.02] 0.04 [0.01, 0.06]
Demand(*) 0.19 [0.00, 0.51] 0.97 [0.95, 0.99] 0.36 [0.09, 0.63]
Supply(*) 0.80 [0.47, 0.99] 0.01 [0.00, 0.03] 0.60 [0.33, 0.88]
Sunspot 0.00 [0.00, 0.01] 0.00 [0.00, 0.01] 0.00 [0.00, 0.00]
Inflation
Policy 0.08 [0.00, 0.18] 0.07 [0.02, 0.11] 0.29 [0.14, 0.43]
Demand(*) 0.23 [0.01, 0.46] 0.17 [0.03, 0.30] 0.47 [0.32, 0.63]
Supply(*) 0.59 [0.32, 0.87] 0.07 [0.00, 0.14] 0.24 [0.07, 0.40]
Sunspot 0.10 [0.01, 0.18] 0.70 [0.50, 0.92] 0.00 [0.00, 0.00]
Interest Rates
Policy 0.17 [0.00, 0.41] 0.08 [0.01, 0.15] 0.08 [0.03, 0.12]
Demand(*) 0.20 [0.00, 0.42] 0.16 [0.01, 0.29] 0.61 [0.38, 0.84]
Supply(*) 0.54 [0.25, 0.87] 0.05 [0.00, 0.10] 0.32 [0.12, 0.51]
Sunspot 0.08 [0.01, 0.15] 0.71 [0.51, 0.92] 0.00 [0.00, 0.00]




Justiniano and Primiceri, AER

Table 1: Prior denzities and posterior esfimates for the fime invariant model and bazeline model with stochastic volanlicy

Priar Posterior Time Invariant 2 Posterior with Stochastic Velatility 3

Coefficient Description D“}f"t" Meam  Std Median Std [ 5§ , 95 ] Median Std [ 5, 05
iy Price ipdexation B 030 013 084 004 [ 077, 081 ] 083 005 [ 075 , 081 ]
T Wage indexation B 030 013 coe 003 [ o0 , G147 008 Q03 [ Q¢ | 013 ]
W echmology gowthme N 050 003 043 002 [ 039 , 047 ] 043 002 [ 039 , 047 |

h Consumption habiz B 050 010 081 003 [ 076 |, 085 ] 084 003 [ 079 , 088 ]
ip S mark-up goods prices K 015 003 022 004 [ 016 , 028 ] 023 00 [ 017, 029 ]
Ay 3% mark-up wages K 015 003 017 004 [ 010 , 025 1 016 0 [ 009 | 024 ]
L% g 55 labor ¥ 19683 050 39710 046 [39632 397837 39701 049 [ 39520, 38750
T 55 quartecty inflation N 050 010 036 010 [ 040 | 071 ] 035 Q10 [ 039 | 071 ]
P 55 raal fmierest rate N 030 010 103 007 [ 081 , L15 1 103 007 [ 0% , 115 ]
¥ Tnverse Frisch labor G 200 073 159 035 [ 088 |, 212 ] 13% 048 [ 0% | 247 ]
&, Calvo prices 5 075 010 090 001 [ 088 , 082 ] 081 001 [ 089 , 093 |
Ew Calvo wages B 075 010 06l 005 [ 052, 065 ] 066 005 [ 057 , 074 ]
¥ Bt cpl G500 100 680 L10[ 525,881 ] 713 109 [ 545, 902 |
g f;‘i'f;”“‘*““'ﬂl"s”“‘”‘ & 300 075 272 048 [ 199 . 361 ] 330 057 [ 242, 429
95; Tayler mle inflation N 170 030 192 Q13 [ 171, 215 ] 150 014 [ 187 , 214 ]
#’}. Taylor male output 013 0lc 010 o2 [ 007 o, 013 ] 008 002 [ 006 , 011 ]

{ rabie continues on the next page |



Table 3: Log-Marginal Data Densities for baseline stochastic
volatility model and alternative specifications

Specification

Log Marginal ,

Baselme stochastic volanlity model ,

Time Invanant Model 5

Determinate model with 2 smgle jump n
volatilifies

Split model with a jump m all coefficients
and active pelicy m first subsample

Split model with a jump m all coefficients
and passive policy m first subsample 4

Split model with a jump m velatlities and
passive policy m first subsample

Split model with a jump m pelicy enly
(passive to active)

Stochaste volanhty with Tavler-rule
responding to oufput gap s

-1824.6

-1984.7

-1925.8

-1947.9

-1959.0

-1941.1

-1983 4

-1843.6



Table 4: Posterior estimates for split model on two subsamples allowing for indeterminacy

{fummp i all cogfffcients |

Posterior Sample Ib 1954q3-195394

/2

Posterior Sample I 1984q1-
2004g4 .2

Median 5¢d | 5§ . 85 ]

Median 5¢d [ § . B ]

Coefiicient Drescription
ip Price indexation
[ Wage indexaton

55 techrology mowthrats (.43

i Consumprion kabiz

Ay 55 mark-up soods prices
Ay 55 mark-up wages

L* (o SSlber

m 55 gquarterly inflasion

r 55 real inrerest rate

¥ Iwversa Frisch labar

p Calvo prices

£ Calvo wages

¥ Elasticity capital

uttlizstion costs
o Ivesiment adjnsment
oot
& Taylor rule inflation
i b

& Tavlor nule oput

0355 007[ 045 , 067 ]
005 002 002 , 009 ]
002[ 04 , 032 ]
067 003 061 , 072 ]
023 004 016 , 029 ]
011 004 007 , 020 ]
39643 020 [ 39608, 306.74 |
052 008[ 040 , 066 ]
087 006 077 , 088 ]
058 012] 038 , 080 ]
091 002[ 088 ., 094 ]
069 004 062 , 076 ]
692 076 573, 8IS ]
148 019 112, 177 ]
052 009 037 , 068 ]

015 003[ 014 , 024 ]

06s 0Q08[ 031 079 ]
031 007[ 020 043 ]
047 002[ 043 051 ]
077 00470 071 0E3 ]
018 0040 011 024 ]
019 0047 012 026 ]
39628 03B [ 39562 39688 ]
082 007[ 071 055 ]
075 007[ 064 085 ]
192 081 [ LI5 311 ]
090 002[ 088 053 ]
045 008[ 034 080 ]
494 090[ 370 683 ]
283 053 208 383 ]
237 015[ 208 270 ]

002 001 Q00 004 ]




Figure 1: Stochastic Volatility of Each Shock in DSGE Model
A. Monetary Policy E. Meutral Technology
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Figure 5: Time Varying Volatility of Output Growth
Implied by Baseline DSGE Model
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Median and associated 5-95 percentiles computed with the draws generated
in the estimation of the baseline stochastic volatility model



Figure 6: Actual and Counterfactual Standard Deviation (Std) for Qutput Growtt

A. Monetary Palicy B. Neutral Technology
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Fernandez and Rubio, RES

Figure 3.6: Which Shocks Were Responsible for the Volafilty Decrease of the 196057
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