When multiple objectives meet multiple instruments : identifying simultaneous
tary shocks - Portal de Invegtigaciones Econdmicas .

instruments : identifying simultaneous
monetary shocks

Borradores de Economia

Numero:

997

Publicado:

Viernes, 5 Mayo 2017

Clasificacion JEL:

C34, E52, E58

Palabras clave:

Politicas simultaneas, Variables instrumentales, Vectores autorregresivos, Tobit-VAR

Descargar documento

Lo mas reciente

Evaluacidn de los efectos de las recientes normas de provisiones sobre |la asignacién del
crédito de consumo en Colombia

Diego Fernando Cuesta-Mora, Fredy Alejandro Gamboa-Estrada, Camilo Eduardo Sanchez-
Quinto

Educacidn e inclusion financieras en América Latina y el Caribe: programas de los bancos
centrales y las superintendencias financieras

Maria José Roa-Garcia, Gloria Amparo Alonso Masmela, Nidia Garcia Bohdérquez, Diego A.
Rodriguez-Pinilla

Deuda Publica, Expectativas sobre el Déficit Fiscal y su Transmisién al Componente Ciclico de
las Tasas de Interés de Largo Plazo

José Vicente Romero-Chamorro, Hernando Vargas-Herrera

Otras Publicaciones

Central banks generally target multiple objectives while having at least the same number of
monetary instruments. However, some instruments can be inadvertently collinear, leading to
indeterminacy and identification failures. Paradoxically, most empirical studies have shied
away from this dependence. In this paper we propose a novel method of identifying
simultaneous monetary shocks by introducing a Tobit model within a VAR. An advantage of
our method is that it can be easily estimated using only least squares and a maximum
likelihood function. Also, the impulse-response analysis can be carried out as in the
traditional time-series setting and can be applied in a structural framework. Hence, we model
a dual process consisting of a censored foreign exchange intervention policy along with a
linear interest rate intervention policy. In simulation exercises we show that our method
outperforms a benchmark case of estimating policy functions separately. In fact, as the
covariance between shocks increases, so does the performance of our method. In our

empirical approach, we estimate the policy covariance for the case of Colombia and Turkey
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