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FEA Aok 27 Q1Z o) i

dy

2 AFuME F8AIE EojM2US ghe JIHIR20| OFFE Mg wX| o=
THAIR 2L SESH= A JTHZYS ARst0] £|& olEe oMo CHal =
olgict SHA Aol TSIAIZL 2| A AH|EEHexternal habit formation),
A Foix|ef St 22 A|RDIE0| EXffst= Tt A AlRIX|QF ZEo|
M EH lZe0|MES Ot MEFRSE0| 0|Z7HSEvtof w2t ZEECt

£ o7 Zijof =M ASAX| EXlst= AlZ7 A (time-varying) HIE

_

EUE 29| MAE = A= 2H =MIHo| 0|87tsE EF A 2lE20f
HES TSH Af AHIX|et =Hoi|lAet 20| 0%0fl ZRATt T2t d=FHol| &

Aste A2t Al OEQOIS &M HAE = Ues AlZIHHEESl 2[H
HM(Jump-sum) 2| =AM X OMX|E FCho| EXHSHK]
AEED 27} oHY 7ol EXfjste A4FEHAHIZ 2lstod
A(+)2| QIZ0|MES o8k Aol HIZZSIICE XS HERAH|ES
FXlsks ZHoIM AlZHEH (time-invariant) 2| ZAMIZ=EHEto| O]
=& olZzfold 1% LH_lol| 7PZA| LEk=AC

oo
6F
ro
o
0

FAM TIARE, AMZHHH M, AZHEHY =N, 2F AEY0|ME, Y S5
X
o

qd zH

2 FRER: E21, E52, E62

F0 UXE 2015, 7. 2. alALE H OE'XF 2015. 10. 28. A =y Xk 2015. 12, 1.

o] =& 3=y ¢ 20159 FH () A A=A AT (NRF-2014S1A3A2044637)
o] A Y-g ol 3= 03%01% 01 AT At A7AFEY Mol d=rede] A
a9 FTsich

WA R 2 A 1A AL

gistw AA S, e-mail: jungys@khu. ac. kr
ail :

EL %]
FELFATE, e yspark @ bok. or. kr
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[.AZ
B7RRPgS Bl Alg=ro] #AS zta ek 7 a3 BX Tl s
AL FHd yert gtk 23y A2 AAA7E 2 %9 Aol gl
T A ETo] okt A% AZH ol el del B2 ddE = d
o 53] Blanchard (2009) & Al Zt=ollA 2182 QEdeld&o] % 58

j”;

il

o} Yo} Ezlg Aol 2007d WHE] A2 A AAAQ AA7]E HoUEE
AN L APsled 22 2Hedivtn 2 AsPHA B} B8 4=30] 9ol Z o]

2]7} akaal 0o 2R ek A (Great

Ago] Beshtn TG F P47
¥ R & i Mﬁm el W A

ZZ

.

Recession) oA & @““%ﬂﬂ g o]
ANA S BF o 7128 FF AA S
o] A ulErAIEE Z17 ol Wk =9yt & ]—1:}{—: 7}4\0]1:}._ Z o)A o] H]_gh_]/]_

o°
g gt %0594 ?zi] (Divine Coincidence)’
Holgtal sh= 27lo] sk A
o] AAH o7 Y] ot AL 9vlsta Stk 1980 o] F Fo =

AZg ol d&o] A&HH R sl gl ®E &7t OECD= 7S] B
lZ o] HEL 2% W o]2%t}. (Table 1) Q1= ol ExAE st

de =7 A9l o5k Hit dZH ol el 2% 7&?‘}.01‘3}. olF g FA=

ot M
wl ox
4z

[l

rr
=,
o)

rr

o

AN
1o
ro

il
=)
)
20
o
o,
BN

N
-
Lo

A4 ?li—g- ] A tﬂal la/]— 7]%@3E Olﬂffﬂ o] H] 3 ool it &4
< Faw X, A2 FE9719 0%9 AT dgow A5H B3

(conventional monetary policy) ©] T ©]iF Zg3lR] &Al B o 2H QlZgolA H|&

it
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b itk of2e] 2= 69471 ©l
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vfero g
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=
o) rnagzk 2

)
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o))
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o

gloldol frgd w R

=
=

Current Inflation target (%)

4.5£2.5
2.5-3.5
<2
0-3.5

2-3
ot1.5
2-4
1-3
56
3-6
2+1

o} ol BEe 2

L

=

(Table 1) Inflation Targeters

Country

=2

A=

Australia

Brazil

Canada

Chile
Columbia
Czech Republic
Iceland

[srael

Korea

Mexico

New Zealand
Norway

Peru

Phillipine
South Africa
Sweden

Swiss

Thailand
United Kingdom

A=

Source: World Economic Outlook 2005.
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AR =852 (external habit formation) &) A& n}zko] ?‘Exﬁé}l IR oxﬂzﬁiﬂﬂ
Al AT = glol Al HlEEA o] EAlshe Al S g skaL A
B A A<ko] e AF HA AFHoldEdd sl A8t

SFA A AR/ BREY L T o F5AIe] AT = doke 71 st
A B3 A tiste] =0l E dtar o, wmolu frH e AF AEg anAte
ML BRAREA RS AL Fshe ASdTEe] EAdT dF8 &9,
Campbell and Mankiw (1989) = l=r912] 40-50% 7} 2] 7Z7dA5] o]Est]
Agsta Jokar F4et g AL o ek AR E FAT B dTFES T
=19 dAu&Rro] 2R S 7 AL flon f9 HES dje)rt ofd AL
=2

ol# gt AFATES Hlg e R Gali, Lopez-Salido and Valles (2004 hereafter
Gali et al.), Bilbiie (2008), Bilbiie and Straub(2013) & 9% H|&9] 7HARE
s XH\_L*O* Hfrsta 3)\% B B A ARJMARY B olA A 2 EsHy
sta ok 2 AFE olldt AFE v OR TNl A AnlE
7w 787 A oj?o] Al 7 Qe el met 4 AEYeldE
G| =4 & A E ) gt

< olfrz2 2gd7dgstel 714 H ehet H Ao A< 5_75‘%‘ T %o 53

2] £& (Taylor rule) 7F&H 09] 3F3HA (zero lower bound) < 9HE
A7&= 4“4-4 TS Bk Wol e, oy e I tidt =9=

& Aol va Aol geje] S A AAsta itk HellA Al sl
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2 AT Fo AAEE T2 Ao 3A, S8A1 JFAE F gle AR
ZHAIE-E (non-asset holder) I+ F-gA1 o] o7& A ¥glo] Heddt 4 9= AAtR
- 7HAI 55 (asset holder) ©] F-E3PHA] o]5o] A AH|FHS 718 AF HA
AZ o)l EL o] &7Fse A AT ol AA FIFS Wtk FAd A4

AR ZE o] o] 87bse 4% HA AEH|HES FF5FA/GDPH] &0l
FASHA 0%l 2A sl 2eu FAg=o] 4 FREAHE2 F2l6k
N ZAl B o]HAE o] glvbd HA 1ZH ol e 1% Wl
o2 1 WFA g AA UEith =4, FY ZAlgdo] o] 8rbse A5 A
countercyclical) €1 o2& WSS dr&sh}, A 24
o] BAg el A Azt A Ao R %76]?3 A S FA 8k
73715284 (procyclical) 1 ©1A& W52 53131
s A2 HlFo] S7Fgel wheh AIR7RAA
(time-varying) =&AME&S 471582 54004 4719384 5422 1 A4H0]
v Al e

= A7 AL v 2k AN e 713?_?—% HJ&% 3 A P ol A]

L
of
oty
o
B
rlo
o,
N
12
021:‘4‘
)

welalaa @) wRE A VAL dojold,

A S mEY, AR (B8 sHTa] wald v a9l
4 F 7 3 ¥FHEA (non-neutrality) 8910] A 1&g 0|4
& ARt AEA Y S Efo W 7|38 &S HAass g, A AEY
= H& Zel=W F3 (Friedman rule) ©] R8s "o} 121} A
Ax|FE0] sk =34 AAY ASAIAA 719E0]
3 wHE H]-go] FrtE = v EEAS Al ske Aol uighA st
oldgo] HZo| Hrh2
22 AIZE 7)< (shopping  time  technology), A& FA| 2k (cash-in-advance

2) E#elAe] H&-H &AM glojA] staEadel] whE Ul A
a2 o ExA oz ARgA7} FAEE L w2
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constraint), ZHH E-83FF (money-in-the-utility) 28 S& ©|&3] Kimbrough
(1986), Correia and Teles (1996, 1999), Chari et al. (1991, 1996), Schmitt-
Grohe and Uribe (2004) 9} 22 B2 AFEL 59 AdZ@old o] HAolge
Zoed F32 SFEith 2eu FAgTe] RE JEY] A5 e A

Sithd Q1Zgle]do] AH]A| (consumption tax) 2] H3HE & 4

SEAE AR Hae £ Sle g AFg oAl

Ao A= AT <o) 3
2 gt ] vleHA S HETHE Y AR Axste A ARJARY YA
oM e e AFEe] Atk o HIH 7123 HA A= ol B 27]
AT+=E Goodfriend and King (1997) o] h=Hl, ol&2 Ul 7 Fol w2 ]
&= Higlete B7F o, = 09 QAZH ol o] wiEAsita FAeith

Benigno and Woodford (2005) & AHEo] 1= Calvo EFYJel 7}
King and Wolman (1999 )% 717t Al2ke] Taylor E}?J-OJ 74

s
and Uribe (2007) < 7\}%%%40
AN ezt obd 011*15 %7}% o] u}%@%}n}% Agg vz 3
ok Yun(2005) 4] BOiA 714 oje] 2710H £AE A5 S Brlbge
ofUAIRt o] =g 123 & i

and Uribe (2007) & g}#|9] H|ZHAZ &= F 74 821, F o489 v}
Av} QEI1A AAo] B EAY A5l HA BIRAL 15A 1A
9] QZHolETh= MRS AAGR: 09 AZd ol Jthe AME

FARYE Bl HelFa 9]

N
N
2
o,
o
Y
2

&

B A= Woodford (2003) ol A ¢} o] 4834 & AR =2 3

3) Nicolini (1998) & ZA3]9] (tax evasion) ©] U= 745 2] QlZwo|Ao] HAUE BTt

4) slEl4=234= Lucas(1982) o] A&AFA| <k, Sidrauski (1967) ¢ s}#| &-8-3<=, Kimbrough
o] &A1 714, Feenstra (1986) ] A#iH]-& 7)< (transaction cost technology) 5 The¥sh
ez =g 4 9ok
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§i= 7841 (cashless economy) oA 2 AE o]/ d &l vigh o
A8kl gtk 53], E AFolae FAGTo] A A o]HdAE

lump-sum taxation/ subsidy) F%o] o] 87153t 7439} o|§ B3 A= &

sto] B3P Aol 9 F A o] FEshe HAJAEH A& el =25
gkt

o ko
utl
o
o
o
el
1:0

—~

fu o o

ﬂ%ﬂiﬁﬁﬁiﬁﬁﬂ%ﬂH7P“1ﬂa%é@ﬁ%@?@%”ﬁiEéévk
A AR BN F2 FEEE Calvo (1983)
£ WA (1)l 822 Aelie) AAPRE Tl S 40
o M, PLG). B PRI AT med A9 jol 14 B
t et g A4E BAR FE & Aok

mas B 5 ST, (P )= TO (P sG] 9 2
S. t.
Kt+k(J):(Pt;+f§j)) Yiik 3)

5 719 j91 t+k7) %4%‘% TR, . .(5) =



40 FEEETE A4 A2 S

714 e tiAEHE S YeRIth F/3dEA 71l rlade
oIt Qv =0

11353%

L= mR2aeolo] 3538kl Ql 2} (stochastic discount factor of

nominal - payoffs) , Y;:(/IK(J') Cdj| & FREEOIY, TR, (P, ()
% TC, 4 (P i1 () E 354 (j)e] Boln), A= AR
7R t7] Avle] @A E ol ofe FEE P, ()= P, 7 AH3
AASE E7X e ogg 2o] Fojzith

j‘i_ll
Ofj
=
ofo
[o
f
N
¥

1‘;—}’ by = —"L—; ]oﬂ —‘—@Q}; Xﬁi}fﬂ }\}EH7]’73013’—, Wlta w?t% ]—;1"%:‘7/]' 7E‘.LO] ‘ﬂ'

22 e (recurswe form) ol oJal 2% €t 6)

€ —1—¢€
e Tyt1 Py
Uy =p, ' thct"'aﬁEt[Qt,t+1( P LZTRE P
m Pty
e—1 —€
. Ti+1 by
Yy =p; Y, tabE, Qt,t+1( P ) ( ) Yoriq]-
e DPi+1

2. 7HAIE

2 AFdM e S84 vpke adsty] s, AAHAA FgAH N o
= ZRAME B JHAH-E (asset-holder) ©] 1 — 09, 7] =& 7}

Ry

6) AR AH-& Yun (2005), Schmitt-Grohe and Uribe (2011) & Z-%.
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A AES AHsln F8AHE 3R Bt FARE ZHAI R (non-asset holder)

Estrella and Furher (2003), Furher and Rudebusch (2004), Yogo (2004) 52
1

Bo AFEL nj=e] 79 1965-20033 AIAIGD ABAA AEET AAo| e
7 A=

03} zpol7} gl Aoz BAs9t}h Bilbiie and Stralub (2015) & AF=E3 24
olAEZEe o2 WA= B AlUE VIH e FxHsE g Aar A
& e Hola o3 WAlE YA 2vGHE AW AR FIbeE FAA LR
& 223} Aho|A&7ke] WAL Yol g0z uhIgich
Atk oled AZENL NI 98] B AFNAE ARk BAR
S|

E A 2GRS AR A AR B8THEE 2Pt

filo
(0
o
o
ol
ra
r >

1) AEF 7ARE
BIA, AR 72 T o] AR kA of StellA] &, mEEs

3 30 sl AN QY TEAS

Ll
4
)
o
r
kY

a
Oo,t+k_bco t+k—1

S k > > v
max. F, [k;()ﬁ T~ - ﬁ] (6)

d71A e (0,1)& AAFALY AlRFERIQIAIOI 1L o 1= ZIZIRE viAEE g, v !
© 9l g w5gFe] &8 UehliH, B = t7] FESse] 1At
Aoty 28I C, 4y N,yyips ARTES 7HAIFES t4 k7] &M, 2E5 352

RE AEE FPl o] BUly

—_

UERITh of, ., = 94 AulgTos
o] FHNA A 7] WEA Ak AAFAe] 2u)e} 2A) Hk.

Coiii—1=Cysp—1 7

FEA oA AS A P THAIFR ol ik ke e 2
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P.C,,+D, R '<D+0-1,,)W,N,,+ TR, , +, (8)
=, THAIR-ELS A D, & R 'Y Ao vjuiey, w=EgFe] trlE <
= W,, FFEZEE o|dAAF = FAAH TR, E AFEAY X Fota 7|do =g
H uds ¢, & Aaia 4 B Adsa s 2%k 1, v AR 7R
o] wHAaEA &,

(am: - bq)7t, 1) =\ 9
A1 BB
E J=1 (10)
= Ao P
w,
Nou,t =(1 _Tt)?:)‘t (11)

AR AR BE FUs] R FHNA R ANt o
Fe WY gom oF Pyt AR ADEE BAA B F D, =5,

k¥
7F gl dH etk

2) FARE THAIFE
o2 w8413l

h=! =
AHAeF shell A aH] Bl weTgEE AEste] Al 4 B8-S Suiskith

a 1-o 1+v

> C. —bC" _ N, ,

i rt+k rit+k—1 o rt+k
max. &, [k;}ﬁ T e ] (12)
1714 Coiirw Noyirne FARE ZHAIRES] t4 k7] &M, = dEe YUERdT

Ol B SR 20IEHO R BE 2 PRl Yo nhizel] FYe

r

A A 7] A FARE AAFA ] anleh 2A "ok
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G,

k-1 =Cl i1 (13)
F5A U oA AL e TP SHAIRE] oAk ekl e the3 i)
PG, = (1- Tr,t) WN, .+ TR, ; (14)

W or, b P PR B ASAEOlE, TR b BA ARRe] 4
A o]@AZolth FAN TR &M 2 ol vd HA =
&3} o] FolAlc

(C.;—bC. )Ny, = A, (1—1,)me, (15)

T

ALY B, ol MR &5A 1, 7, B sl 2Ediva Atk

B, ., +[1-0)r,,N,,+07.,N, ,|W,=RB,+ P,G, (16)

B ARA) 2L D] A ARG ARG BA AR
ot Trt — Tt O] a]'-vﬂ- }E};g] 5}3} @‘3—5,

WP AETo] PR oz A (G} & AZstolok o, F APAEL

o 44 @

v
lo
i
.
rlo
=
o
ox
o
=
il

In(G/G) = pein (G, 1/ G) +eg, (17)

7)) ANAREEA B AP ZHel dofA] ARREEF AR AIRFERIQIATE FARE 7
ARl AlRbERIIAE G Atha FH o 7hS shd, & Al 2841 A2
olidolM el Aot me i3l
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{Rt Tt}f,o
4. EAE

AARA 2] %, AN e g 2AL WE,

c=0-0)C,,+0C., (18)
N,=(1-0)N,,+6N,, (19)
D, = B, (20)

3|
il

H, 534 2EA(G) = v,k 2ol Askt dAgE ol g CESAs= Y

T ek

o
i

€

e—1 e—1
‘ dj) @1

Ctz(/olCt(J)

V. WA Bl 24 Aol ds

ol &S 4351] sll, AldlA< (benevolent) 73
301 0 /\]ﬂoﬂ’ﬂ iIL'J AL FFe (commit) F Y& o2 7K ULt
ARG €, A 9] 27121 AH FAIC] FolA e A, A
& HARES A 93 FP2AL WEANTE Al sl thEA ZH}E% 7}
AR B TR 7Rl AAA] ARl sk HISHE Y] VA E ol gk 4
FA 7IUES, S AR SUsleteS (R, 7)< sl " &
AFellM = F A To] Bl W2 Asialge] npEd 29l 9 AA A
Fo W A 5T F T2 &5 AAT + de 2AFA, S APAA
ol (time-varying) A& 7,5 ZHE & A& 49k AIF d=r221S wj7] it} A

=
A 5 & A% F o187k 2Ag ] A

hs

oft K

|
2

=y

AsA BoR BT FEE A
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ZHEW (time-invariant) 2] A& 791 5 7FA] A5 A3l o8] AP A=
o olH gt A=A HEEA S AASH ] A8l obFl AP S APk s
Bt B AG ol Alddte HA s Aol FEdte dEH AR =osta
2} gk

olgtllri= HAIAL 7L Aldfete AR Ao whep H2A EH ol &l
olgA BRFEHEAES =eletaat

1. &2 29| Z2|=zo|d

= A7 A2 T8 BG5S (Table 2)9F Zo] AR Uth 717 tiAgH
49l o ' BT Ee] dFEEA v e Gali(2003) 5 A AR 2N
F2 Agehs BaAQl g 29 1/32 Agadth Teln Akt AR gL
6o® e mEdS 122 Atk 39 A LH|FEHES v
W+ b Christiano et al. (2005) 2+ 2°] 0.5, WE7F4 74242 7140 wid 19
A A NS AHEE a=0.7522 st
(Table 2) The Calibrated Parameters
LS s
o ! 0.5 Intertemporal Elasticity of Substitution
vt 1/3 Frisch Labor Supply Elasticity
« 0.75 Nominal Price Rigidity
€ 6 Elasticity of Substitution among Varities
b 0.5 Degree of Habit
0 0.1, 0.3 Fraction of Non-asset Holders
K 0 Indexation Ratio
1.04 Steady-State Gross Real Interest Rate (Annual)
S 0, 0.2 Steady-State Government Spending/GDP
Sp 0, 0.2 Steady-State Government Debt/GDP
Pa 0.95 First-order Serial Correlation of Technology Shock
Pc 0.95 First-order Serial Correlation of Government Spending Shock
o4 0. 007 Standard Deviation of Technology Shock
oa 0, 0.007 Standard Deviation of Government Spending Shock
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iy

r@é

3|

ok B Aol A FgAe] vhEs Yehl = A9 FARE 7 FEL] BlE

o3 HA QEH o] YA S LEAE A EL AFEAF TR

T2k ZHARRe] vleS JERE 0= 0.1, 0.3 5o Ayt Selvet
s

[e)
AAe] 540 FEHE=S FHFA/GDPH &2 0.2 F == Asiith

N

] 544 Aol W Al v e EAE Aol A Y=ol I
A3 A E S WA deE2H (production subsidy), 5 7= 11 < A=st
S A F&ste TEE SUAIE T 3l Zﬂﬁ}/\]ﬂJ off - 413

Hol 7HA 2o W& A 54
(relative price distortions) = lel7] 8l 7149 71AZ% #-20& A Ad= E7)<t
B2 HAste Aol HAolth ol2fgt B Ao] AlPE 7ol AL HA] HA
(Ramsey optimal) & ¥9F o2} I & A (Pareto optimal) ©] ©t}h. 28} Jung
(2015) ol A HS1=el, ARZPAA A Au|Fe] EAE A5 ow g A A
Feto] o] 87bsdkA], elal R H| &l o= HERIA| whet F3hy A=

o A7 g AT A4 91Ze ol ol th2A e fuk.

V(C,_1,4,-1,4,)E t7] AL FA19 A7 W44 (Bellman equation) ¢ 7FX| g
4= (value function) 2+ JERH|AL
A "ol S sl F YAl WA o]HA|Zo] Thsdted A F-o o kAol s
E2o|7] 1 FAG=e] FAf7E A gle A5 Aot HA 3 A o] o
=

She ABUOlHES WINES S @A AR AP 24 2 ol
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V(C:),tflﬂ C'(r,tflﬂAttht) =

Ci—bC,y |7 (G by |7
1 G | Gt ]
1—0o 1-0
Nyt N
_(1_9) 1+ -0 1_F +/6E V( ot’a taAtht+1)
S. t.
(C,,—bC,, 1)'N),,=A,(1—1,)me, (23)
(Cr,t - bcyr,tfl)a]v;/,t =4, —7)me, (24)
y, = Al 2
t At ( 5)
C‘:)“t+1 ba)f -1 | _
ﬁ@@[(m T |=1 (26)
™
1=(1—a)p} “+a(——)"! 27)
Ti—1
1=0—a)p, ‘A; +a( LA, AT (28)
Th—1
€
_1g/1t =, (29)
Y,=C +G, (30)

(23, (20)4€ 24z ARG FARE L T AR 2] B B
B BEY 2o, (26) 4 ANRF AARR] ABAY ThF BEH =
g eIt (20)-(20) H 71999 HH AR RA 3 B GARASE, 4
Uk el SEEAS thebick

7] A48 BANN AT APAA AA AT o|AHEL BT
vk, AP A <l SHA AP ASAF L G 2]

15EAE 98] AAT 5 Q) WE) FAPAIRE 24 7150l H

& AEsE EFUAe) et 4AS AYRE obl Aol & B Al Shelop
At ol AAARe e ML AAGES 5 AL Adshe Aol
HAolt), % A4 QZeelage 0o Hrk

jns)



48 AT A 647 A2 %

B2 10 BART] Ao ARPAR 1,2 b 4 90e A% AH Azl

HEL 0otk % m, =10 A

Z9: n, = 1009 7)) 404 A8 A4S 4Psks 9ES A 94 1)
ook Ak F, p=1olth TROR (28) Aol AUt AFPE, F A, =1
olck. g, Sl AMlgw] Bhe HER wEFFE MITEOR Sl A4
of Q) w250 nlele] Hgol JFL v1A & ek AL AN oAk

< Wel= WA 48]33 (internal habit formation) 2] =%&52 LA|t=SE Al
&8 2T YL A% F 1= 1- ——(1— )= AP, 944 L)
- »

A AR SRR RARE PR BT WAE A Gs b

TR0l Adshs % @ &9t AXEA ok 94714 Ry, (= R/Em, )

Mc, —
@, AADANE me, = —ot & o] WY Ot 2ol AYR Sl

- P* —€
* € t
E; ZakQﬁ,HA;[Pt B TlMOf+k](P—) )/t+k}: 0 (31)
k=0 € t+k
AAYFL AAAAN G x FLAYM, 2w, = L 4,0 I}, uixoz

A EAlshe ARPPAA v B EAs S8 AAT F e A YTl
o] 87}sd 7%, Blanchard and Gali(2007) 7}
(Divine Coincidence) 7} AR3H A}, oldfgk A M= 3 Ag=0]
7RIS Fs8h= Ao] HAo] Hrk

(Table 3)& A A&7 ARZPAA A%, S3HdAS AdE 745 Fa d
FE9 542 Schmitt-Grohe and Uribe (2007) &] ¥l whel A]4ket 9 WA
o] 54E etz Stk Al 10] FSdte ubeh o] Ao A B o] HA]
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o] 7bedt A%, HAHY AP-TIAL =TaEATE B71eEA (corr(r,, V)

=0.73), HWE|AEE AN H (corr(r, ¥,)=—0.57)¢ EAS et =

(Table 3) Dynamic Properties of Key Variables under Lump-sum Tax with Optimal

Fiscal and Monetary Policy

Vaiable Mean Std. Dev. Auto. Corr Corr(GDP, x)
T, 0 0 - -
T, 3.97 0. 47 0. 38 -0.57
T, 4,06 0.11 0.59 0.73
N, 1.26 0.01 0. 65 -0. 84
Y, 1.26 0.02 0.94 1

Note: = (m,—1) x 400, r, = (R, —1) x 400.

(Figure 1) Impuse Respsonse to a Positive Technology Shock(6 =0.1)
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(Table 4) Dynamic Properties of Key Variables under Optimal Fiscal Monetary Policy
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(Figure 2) Impuse Respsonse to a Positive Technology Shock(6 =0.3)
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(Table 6) Dynamic Properties of Key Variables under Optimal Monetary Policy and with

Time-invariant Labor Income Tax and Zero Government Debt

Variable Mean Std. Dev. Auto. Corr. Corr(GDP, x)
, 10" 6x10° 0.13 -0.03
T, 4.07 0.47 0.39 -0.57
N, 1.26 6x10" 0.66 -0. 84
Y, 1.26 0.02 0.95 1
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(Figure 4) Impuse Respsonse to a Positive Technology Shock(6
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(Table 7) Dynamic Properties of Key Variables under Optimal Monetary Policy and with

Time-invariant Labor Income Tax

Variable Mean Std. Dev. Auto. Corr. Corr(GDP, )
m, 111 1.57 0.50 0.67
T 4,81 1.48 0.24 0.41
N, 1.32 0.02 0.74 0.52
Y, 1.31 0.02 0.83 1
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(Figure 5) Impuse Respsonse to a Positive Technology Shock(6
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(Figure 6) Impuse Respsonse to a Positive Technology Shock(6 =0.1)
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Borrowing Constraints and Optimal Inflation Rate*
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Abstract

This paper sets up a sticky price model where both asset holders and
non-asset holders exist to discuss its implication on optimal inflation rate. In
a canonical new Keynesian model with external habit and financial market
frictions, optimal inflation rate depends on the available tax instruments as well
as the debt/GDP ratio. If a state-contingent tax policy can be employed to
completely eliminate time-varying distortions associated with external habit,
goods market and financial market fictions, then optimal inflation rate is nil.
However, if state-contingent tax and lump-sum tax are not available, there is
a trade-off between output stabilization and price stabilization. If the
government has to maintain a constant debt/GDP ratio with time-invariant tax
policy, then optimal inflation rate is about 1 percent in the economy with
external habit, goods and financial market frictions.
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