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Indicator (Swiss Data)
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Motivations

0 L ook for an alternative overal indicator
of monetary policy for small open
economies

o  Apply thisindicator to Swiss data

a  Apply new methods of monetary policy
Identification and transform them for a
small open economy setup

Clarida Gertler (97) D
Bernanke Mihov (97, 98) D, US

a  Construct a nesting model enabling to
compare these new methods

a  Focus on some econometric problems
linked with indicator construction
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Methodology
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Modeé ..

a VAR 1% gtep (Economy)
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Modd ..

a VAR 2™ gtep (Reserves)
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Swiss data

Generated regressors
Generated instruments
Structural equations

Stopped! Indicator construction—>
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Modeé ..

Mechanical build up (possible for both setups,
applied only with extraction)

Rewrite policy functions
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Construct indicator for each subsamples, with
the corresponding matrix

(A%_IBE) - Zy

Select the indicator isolating policy shocks

Spring 2001 7/8



Conclusions

a Extraction needed for plausible construction
(general)

a Overall indicator confirms narrative
Interpretation of monetary policy for 70s and
80s, not for 90s (with Swiss data)

a Difficulty to implement such an indicator
(generd)

a Poor dynamics (with Swiss data)

a Scope for further research

(Above) Do we really need asingle indicator
Instead of multiple indicators?

(Below) Dynamics has to be improved, smaller
VAR
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