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Figure 1: Inflation-output variability frontier 
and performance point
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Figure 2: Annualized quarterly Inflation
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Figure 3.1. Impulse Response Functions (1st period)
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Figure 3.2. Impulse Response Functions (2nd period)
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Figure 3.3. Impulse Response Functions (Entire period)
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Figure 4: Distances
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Figure 5: Optimal Variability Frontier and Performance Point
(Comparison across subperiods)
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Independent Independent Independent
variables ��(t+1) y(t+1) variables ��(t+1) y(t+1) variables ��(t+1) y(t+1)

��(t) 0.5862 ��(t) 0.4997 ��(t) 0.6143
St. Dev. 0.1811 St. Dev. 0.1009 St. Dev. 0.0992
p-value 0.0012 p-value 0.0000 p-value 0.0000
��(t-1) -0.0891 ��(t-1) 0.0104 ��(t-1) -0.0934

St. Dev. 0.2027 St. Dev. 0.1420 St. Dev. 0.1170
p-value 0.6605 p-value 0.9419 p-value 0.9767
��(t-2) 0.1484 ��(t-2) 0.4184 ��(t-2) 0.1159

St. Dev. 0.1758 St. Dev. 0.1292 St. Dev. 0.0921
p-value 0.3986 p-value 0.0012 p-value 0.2080

y(t) 1.5550 1.1450 y(t) 0.8758 1.2840 y(t) 0.9700 1.1630
St. Dev. 2.0990 0.2152 St. Dev. 0.6493 0.1937 St. Dev. 0.9061 0.1251
p-value 0.4589 0.0000 p-value 0.1774 0.0000 p-value 0.2844 0.0000
y(t-1) -1.2290 -0.0340 y(t-1) 0.2187 -0.3499 y(t-1) -0.5041 -0.1399

St. Dev. 1.9550 0.3488 St. Dev. 0.5899 0.3071 St. Dev. 0.8330 0.1956
p-value 0.5298 0.9224 p-value 0.7108 0.2546 p-value 0.5451 0.4746
y(t-2) -0.3476 y(t-2) -0.2773 y(t) -0.3024

St. Dev. 0.2009 St. Dev. 0.2065 St. Dev. 0.1232
p-value 0.0836 p-value 0.1793 p-value 0.0141

px(t) 0.1181 px(t) 0.0549 px(t) 0.0764
St. Dev. 0.0558 St. Dev. 0.0091 St. Dev. 0.0152
p-value 0.0344 p-value 0.0000 p-value 0.0000

w(t) 0.0641 w(t) 0.0201 w(t) 0.0517
St. Dev. 0.0168 St. Dev. 0.0069 St. Dev. 0.0082
p-value 0.0001 p-value 0.0036 p-value 0.0000
i(t)-��(t) -0.0165 i(t)- ��(t) -0.1478 i(t)- ��(t) -0.0365
St. Dev. 0.0263 St. Dev. 0.0669 St. Dev. 0.0209
p-value 0.5309 p-value 0.0272 p-value 0.0941
cr(t+1) 0.0566 cr(t+1) 0.1344 cr(t+1) 0.0222
St. Dev. 0.1250 St. Dev. 0.0488 St. Dev. 0.0543
p-value 0.6503 p-value 0.0058 p-value 0.6830

adj. R2 0.5809 0.7974 adj. R2 0.8806 0.8169 adj. R2 0.8371 0.8236

(1982-1988) (1991-1997) (1982-1997)

Dependent variables Dependent variables Dependent variables

Table A.1: Estimated Coefficients of the Structural Model

1st Subperiod 2nd Subperiod Entire Period

Table A.2: Comparison of models using AIC and SIC

1st Subperiod AIC SIC

Inflation Equation Output Equation Inflation Equation Output Equation

Structural Model -3.18 -7.77 -2.79 -7.57

VAR -3.01 -7.76 -2.42 -7.17

2nd Subperiod AIC SIC

Inflation Equation Output Equation Inflation Equation Output Equation

Structural Model -5.83 -7.69 -5.44 -7.50

VAR -6.13 -8.07 -5.54 -7.49

Entire Period AIC SIC

Inflation Equation Output Equation Inflation Equation Output Equation

Structural Model -4.14 -7.91 -3.86 -7.77

VAR -4.16 -8.11 -3.74 -7.69

.0



Table A.3: Optimal variability of inflation and output

Variance of inflation (%) Variance of industrial production (%)
� 1st subperiod 2nd subperiod 1st subperiod 2nd subperiod

0.1 3.291 0.277 0.036 0.041
0.2 3.201 0.245 0.052 0.046
0.3 3.126 0.231 0.077 0.051
0.4 3.066 0.224 0.109 0.055
0.5 3.021 0.218 0.148 0.059
0.6 2.983 0.214 0.194 0.064
0.7 2.955 0.212 0.246 0.069
0.8 2.934 0.210 0.303 0.075
0.9 2.924 0.208 0.366 0.084

�� ����t�� ����t������ ����t������ y(t) y(t-1) y(t-2) ����t�� ����t������ ����t������ y(t) y(t-1) y(t-2)
0.1 2.46 0.67 0.61 67.17 -7.10 -21.07 1.74 0.50 0.34 9.65 -2.19 -1.88
0.2 3.75 1.22 1.10 65.34 -11.18 -21.07 2.05 0.80 0.49 10.13 -2.11 -1.88
0.3 4.90 1.68 1.52 63.81 -14.61 -21.07 2.27 1.07 0.62 10.54 -2.04 -1.88
0.4 5.96 2.08 1.87 62.48 -17.59 -21.07 2.45 1.33 0.73 10.90 -1.98 -1.88
0.5 6.93 2.43 2.19 61.32 -20.21 -21.07 2.59 1.59 0.84 11.26 -1.93 -1.88
0.6 7.83 2.75 2.48 60.28 -22.56 -21.07 2.71 1.86 0.95 11.64 -1.87 -1.88
0.7 8.67 3.03 2.73 59.35 -24.70 -21.07 2.82 2.15 1.07 12.03 -1.81 -1.88
0.8 9.46 3.29 2.97 58.51 -26.65 -21.07 2.90 2.46 1.21 12.48 -1.74 -1.88
0.9 10.21 3.53 3.19 57.73 -28.46 -21.07 2.97 2.83 1.38 13.02 -1.65 -1.88

(2nd Subperiod)(1st Subperiod)

 Table A.4: Reaction Coefficients of Optimal Policy Rule ( �)
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