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SVAR Impulse Response from cpi (Cholesky Decomp.)
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An Empirical Analysis of the Japanese Monetary Policy:
Evidence from the SVAR-IV Model

Kenta Kudo

Abstract

After starting the zero-interest rate policy on February 1999, the Bank of Japan (BOJ) has expanded
its framework of the unconventional monetary policy (UMP). Many researchers have investigated
whether the UMP affects the real economy or not based on the theoretical point of view that the
expansion of the UMP stimulates the real economy through various channels. The purpose of this
article is also to examine whether the expansionary UMP has a positive impact on the price level and
the production level or not. We employ the structural vector autoregressive model with instrumental
variables (SVAR-IV model) to control simultaneous relationships among endogenous variables. In
addition, we construct confidence intervals of impulse responses to the unexpected monetary policy
shock by the moving block bootstrap (MBB) method in contrast to the previous studies which use the
wild bootstrap (WB) method. It is shown that the WB causes some deficiencies in the computation
of the confidence intervals compared with the MBB. Our empirical results partially support that the
expansionary UMP executed by BOJ stimulates the real economy, because we find the insignificant

impulse responses of the price level and the production level to the monetary policy shock.

JEL Codes C15,E52,ES8
Key Words Monetary Policy, SVAR Model, Wild Bootstrap (WB), Moving Block Bootstrap (MBB)
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