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HESTAD oY /QDA

var pi //inflation
Y_gap //output gap
¥ _nat //natural output (in contrast to the textbook defined
in deviation from steady state)
v //output
r nat //natural interest rate
r real //real interest rate
4 //ncminal interst rate
n //hours worked
m _growth ann //meney growth
nu //AR(l) monetary policy shock process
a //AR (1) technolegy shock process
r real ann //annualized real interest rate
i ann //annualized nominal interest rate
r nat ann //annualized natural interest rate
pi_ann; //annualized inflation rate
varexo eps_nu; //monetary policy shock

parameters beta sigma psi_n ya rho nu rho a varphi phi pi phi y kappa
alpha epsilon eta;

=%

sigma = gl //log utility

varphi = 1; //unitary Frisch elasticity

phi pi = 1.5; //inflation feedback Taylor Rule
phi y = .5/4; //output feedback Taylor Rule

theta = 2/3; //Calvo parameter

rho nu = 0.5; //autocorrelation monetary policy shock
rho a = 1; //a tecnologia é a mesma para todo t
beta = 0.99; //discount factor

eta = 4; //semi-elasticity of money demand
alpha = 1/3; //capital share

epsilon = 6; //demand elasticity

//Composite parameters

Theta=(l-alpha)/(l-alpha+alpha*epsilon); //defined page 8
psi_n_ya=(l+varphi) / (sigma* (1-alpha)+varphi+alpha) ; //defined page 9
lambda=(l-theta)* (1-beta*theta) /theta*Theta; //defined page 8§
kappa=lambda* (sigma+ (varphit+alpha)/ (1-alpha)); //defined page 10
"




model (linear) ;
//1. New Keynesian Phillips Curve eq. (21)
pi=beta*pi (+1)+kappa*y gap:
//2. Dynamic IS Curve eq. (22)
¥ gapb~-1/81gma* li~pi (+1) - nae) ty gap (+1];
//3. Interest Rate Rule eqg. (25)
i=phi pi*pi+phi_ y*y gap+nu;
//4. Definition natural rate of interest eq. (23)
r nat=sigma*psi n ya*(a(+1l)-a);
//5. Definition real interest rate
r real=i-pi (+1);
//6. Definition natural output
y_nat=varphi*a;
//7. Definition output gap
Y_gap=y-y_nat;
//8. Monetary policy shock (defined on page 12)
nu:rho_nu*nu(—1)+eps_nu;
//9. Technology shock (eq. 28)
a=rho a*a(-1);
//10. Production function (eq. 13)
y=a+ (l-alpha) *n;
//11. Money growth (derived from eg. (4))
m growth ann=4%* (y-y(-1)-eta* (i~i(-1))+pi);
//12. Annualized nominal interest rate
i ann=4*1i;
//13. Annualized real interest rate
r_real ann=4*r real;
//14. Annuvalized natural interest rate
r_nat_ann=4*r nat;
//15. Annualized inflation
pi ann=4*pi;
end;

shocks;

var eps nu = 0.25"2; //1 standard deviation shock of 25 basis points,
i.e. 1 percentage point annualized

end;

resid (1) ;
steady;

check;

stoch _simul (order = 1,irf=10) y gap pi_ann i _ann r real ann;
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var pi //inflation
y_gap //output gap
y_nat //natural output (in contrast to the textbook defined
in deviation from steady state)
y //output
r nat //natural interest rate
oo - //real interest rate
i //nominal interst rate
n //hours worked
m_growth ann //money growth
a //AR{(1l) technology shock process
r real ann //annualized real interest rate
i ann //annualized nominal interest rate
r nat ann //annualized natural interest rate
pi ann; //annualized inflation rate
varexo eps a; //technology shock

parameters beta sigma psi _n ya rho a varphi phi pi phi y kappa alpha
epsilon eta nu;

nu = 0; //exigencia da letra b

sigma = 1; //log utility

varphi = 1; //unitary Frisch elasticity

phi pi. = 1.5z //inflation feedback Taylor Rule
phi vy = .5/4; //output feedback Taylor Rule
theta = B3y //Calvo parameter

rho_a 09 //autocorrelation technology shock
beta = 0.99; //discount factor

eta = 4; //semi-elasticity of money demand
alpha = 1/3; //capital share

epsilon = 6; //demand elasticity

//Composite parameters

Theta=(l-alpha)/(l-alphatalpha*epsilon) ; //defined on page
8
psi n ya=(l+varphi)/(sigma* (1-alpha)+varphi+alpha); //defined on page
9
lambda=(1-theta) * (1-beta*theta) /theta*Theta; //defined on page
8
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kappa=lambda* (sigma+ (varphitalpha)/ (1-alpha)); //defined on page

model (linear) ;
//1. New Keynesian Phillips Curve eq. (21)
pi=beta*pi (+1) +kappa*y gap;
//2. Dynamic IS Curve edq. (22)
¥y gap=-1/sigma* (i-p1(+l) ~r hat)+y gapitl);
//3. Interest Rate Rule eq. (25)
i=phi pi*pitphi y*y gap+nu;
//4. Definition natural rate of interest eg. (23)
r nat=sigma*psi n ya*(a(+l)-a);
//5. Definition real interest rate
r real=i-pi (+1);
//6. Definition natural output
y nat=varphi*a;
//7. Definition output gap
y_gap=y-y nat;
//8. Monetary policy shock (defined on page 12)
nu=rho_nu*nu(-1)+eps_nu;
//9. Technology shock (eg. 28)
a=rho_a*a(~l)+eps“a;
//10. Production function (eq. 13)
y=a+ (l-alpha) *n;
//11. Money growth (derived from eq. (4))
m _growth ann=4* (y-y(-1)-eta* (i-i(-1))+pi);
//12. Annualized nominal interest rate
i ann=4*i;
//13. Annualized real interest rate
r real ann=4*r real;
//14. Annualized natural interest rate
r nat ann=4*r nat;
//15. Annualized inflation
pi ann=4*pi;
end;

shocks;
var eps_a = 1°2; //unit shock to technology
end;

resid (1} ;
steady;

check;

stoch_simul (order = 1,irf=15) y gap pi_ann i_ann r real ann;
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