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(Figure 1) Aggregate and sectoral inflation
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L7 4 7HsAE (Table Dol Uehd ZAT w5540 <F 0.0756, FHAF
ok 0. 3383, A7) - 7k - == 2k 0.0337, LAl AE] 2 2k 0. 55240]t}, o]dl] ¢
&l 200697 H3E E7PF 2987k A2 etk siE 3 4
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A5 (ELEAAF) B D AT A5 ol E 242 Agsidc

(Table 1) CPI weights by sectors

. Electricity, Services excluding .
Agriculrtural . i . argicultural
. |Industrial | Water and public | private |argicultural .
& Marin subtotal | rentals ) ] ) & oils
Gas service | service & oils

0.0756 0.3383 0.0337 | 0.5524 |0.0991| 0.12 |0.3333| 0.9098 0. 0902

Source: Statistics Korea.
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(Table 2) CPI persistency by sectors
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Industrial
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Inflation

0.954

Source: Author’s calculation.
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(Figure 2) Output gap

(a) CCI and GDP (Quarterly) (b) CCI(Monthly)
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(Table 3) Regression for full sample period

(1) 2 (3)
policy rate policy rate policy rate
L volicy rate 0.986*** 0.985*** 0. 967***
« poliey rate (0.007) (0. 008) 0.014)
o 0.013
(0. 009)
cvele 0.014** 0.023*** 0. 044***
v (0. 006) (0. 008) (0.013)
acti inf 0.003* 0.004**
& (0. 002) (0. 002)
industrial inf 0.007 0.011%
(0. 006) (0. 005)
clec inf 0.003* 0.005**
; (0.002) (0.002)
service inf -0.017*
' (0..010)
rent inf -0. 0217
o (0. 005)
ub. service inf 0.008
pub-. - service (0. 006)
riv. service inf -0.024%
Priv. - service 0.013)
Constant 0.037* 0. 029 0.077*

] (0.019) (0. 022) (0. 040)
Observations 299 299 299
implied ¢, 0. 897 -0. 252 -0. 486
implied ?, 1. 003* 1.483** 1.319***

Notes: *** ** and * indicate statistically significant at 1%, 5% and 10%, respectively.

Standard errors are in parentheses. The implied ¢, and ¢, are computed based on delta

method.
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(Table 4) Regression during 1999.5~2006.128)

) (5) (6)
policy rate policy rate policy rate

L policy rate 0.980*** 0.983*** 0.983***

- Potiey rate (0.018) (0.017) 0.017)
i -0. 045***
(0.013)

| 0.010** 0.020%** 0.021***
avee (0.005) (0..007) (0..007)
core inf -0. 067*** -0. 068" **

] (0.018) (0.019)

. . 0. 001
agri. & oil (0.002)
Constant 0.074 0. 030 0. 024

(0. 075) (0.071) (0.071)

Observations 91 91 91

implied ¢, -2.217 -3.914 -3.987

implied ¢, 0.479 1.162 1.22

Notes: *** ** and * indicate statistically significant at 1%, 5% and 10%, respectively.

Standard errors are in parentheses. The implied ¢, and ¢, are computed based on delta
method.

7) SRR FELNE, BQAFE, W] ks SR R AR o] BHE WY 5
T o T AFEL BAANA TR HRE SHA] e divk Q1Egeld Aol digt
whgo] ol ¥5@ Sgue] H1W o] Bas) Holx) rhs Busle] F7b4 24
& o e

Q) B =4 A g8 BEE wEelr &L u wE 23] mis-specification -,

T
sPFASAY A& 8 T2 1k FA4 @), 6), 6)l gisl A A dHE
A3 Y3l Breusch-Godfrey LM testS AA e A3} 12} 27443 thal p-values 2+
7} 0.87, 0.54, 0.522 A7|7d#e] gldhe AF7MS 7126k Faith
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(Table b) Regression during 2007.1~2015.12

) ®) 9)
policy rate policy rate policy rate
L policy rate 0.900*** 0.924*** 0.937***
- POlICY rate (0. 034) (0. 026) (0. 033)
i 0. 008
(0.012)

" 0.108*** 0.076*** 0.102***
aee (0. 030) (0.019) (0.028)
core inf 0.033

) (0.021)

. . 0.004***
agri. & oil (0.001)
agri inf 0. 007"

£ (0..003)
. . 0. 004
industrial inf (0.008)
elec inf 0.004
‘ (0. 005)
service inf 0.061

e (0.039)
Constant 0.261%** 0.176** 0. 107

(0.091) (0. 068) (0. 107)

Observations 108 108 108
implied ¢, 0. 765 -0. 374 -0. 716
implied ¢, 1.079*** 1.002*** 1.612***

Notes: ***, ** and * indicate statistically significant at 1%, 5% and 10%, respectively.

Standard errors are in parentheses. The implied ¢, and ¢, are computed based on delta

method.
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(Table 6) Regression during 2007.1~2015.12 excluding GR period10)

(10) (11) (12)
policy rate policy rate policy rate
L volicy rate 0.970*** 0.971*** 0.971***
- POTEY Tate 0.016) (0.016) (0. 020)
inf 0.025**
(0.010)

| 0.033** 0.032** 0.028**

avee (0.013) 0.013) (0.014)
i 0.021
core (0.013)

. . 0.002**
agri. & oil (0. 001)

Cinf 0. 004*
astm (0.002)
. L 0. 002
industrial inf (0.005)
lec inf 0. 003
elec in (0. 003)

o i 0.036
service in (0.023)
Constant 0.098** 0.096** 0.117*

ons (0.048) (0. 048) (0. 070)
Observations 101 101 101
implied ¢, 0. 847** 0. 806* 1.573*
implied gzﬁy 1.094*** 1.095*** 0.979**
Notes: *** ** and * indicate statistically significant at 1%, 5% and 10%, respectively.

Standard errors are in parentheses. The implied ¢, and ¢, are computed based on delta

method. GR period is from 2008. 10 to 2009. 3.

10) 9A9l & BExo= 72 (10), (11), (12l wis] xie] A7 dd-e AAs] $3)
Breusch-Godfrey LM testE A A3 A3} 12} A7)l thek p-value:s 22} 041, 0.41,
02307 A7|1dge] glvke AF7HES 7148HA] %t
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FAAE, A7) - 7h2 - 5, AE)2) = (0.09, 0.04, 0.07, 0.80) = AAFEA
t}. (Figure 3) (a) ol Hol& AAH o]& CPI 715A]l Hlal FHAE 3t 715
o}k

A7k v ke W GA 0B Muls] AFAE i B AY
(¢}

il

jo
(¢}
o,

o
o
203
=N
ot

(Figure 3) (b) & F2M AtE 7AE vl CPl 92
A) & FotaL ol AA CPI & ol (statad) 2t gt Aoloh. F34d2 A
How FAE 2ol g A Al ddle Aol SRR MT
F et e 20129714 = AA R QS oS &% BA] Q12]¢ vk 1 o]
TR AAR ta A AEke ZleR dEeTh

(Figure 3) Perceived sectoral weights and inflation by central bank
during 2007.1~2015.12 excluding GR period

(a) perceived sectoral weights (b) perceived inflation

W (%, %p)
B CPl weights 5

1 perceived weights 0.80
0.8 4

(2)-(1)
—(1) CPlinflation
—(2) Perceived inflation

06 0.55

i 034 !

02

0.09 1
0.08 0.08 00 0.07

agri. indus. elec. service 2009/04 2011/04 2013/04 2015/04

Source: Author’s calculation.
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(Table 7) Regression after 201612)

(13) (14) (15)
policy rate policy rate policy rate
L nolicy rate 0.965*** 0. 958*** 0.950***
~ POty rate (0.010) 0. 015) (0.016)
i 0.051%**
(0.011)
cvle 0.010 0.011 0.012
vee (0.007) (0.008) (0.009)
core inf 0.053""
’ (0. 016)
. . 0.004**
agri. & oil (0.002)
agri inf .
& (0. 002)
. L 0.013
industrial inf (0. 008)
elec inf 0.003*
’ (0. 002)
service inf 0.033
(0.021)
Constant 0.073*** 0.084*** 0. 095***
(0. 022) (0. 028) (0. 029)
Observations 100 100 100
implied ¢, 1. 447*** 1.358*** 1.072%**
implied ¢y 0.279 0. 264 0. 242
Notes: ***** and * indicate statistically significant at 1%, 5% and 10%, respectively.

Standard errors are in parentheses. The implied ¢, and ¢, are computed based on delta

method.

12) Ao} 2e Bdo= 392 (13), (14), (15 w3l zxke] A )1dds A5 A8
Breusch-Godfrey LM testZ 2A|8F A3} 12} 2471232l 3 p-value® 242} 0. 02, 0.02,
0.032.2 zAp)dde] githe AFVMEE 717tete Aoz Yeignh olojA a6 o

A X F=2y FHEUAFE, 7HNE S7HE 5 & U8k 4] (13) ~(15) & Al

44' T AR A BF BAHCEZ fosiA ¥ken, A73A= ARAIA] &t o
, 20229%5¥ A1zt nE-age AZIE AlLsta 4 (13) ~ (15) & A 49 3t

«1 A714Ho] glte AF/HAE 7178 Eate Aoz Yelyth ole Ate] Ar)idw

o] B&9] mis-specification Bt= & 713t 5 B8d=o] A540]x 2&4Q1 G4 g 5ol

71918 AL F= Y52 AARIAIEE old talxe 5 ot gdEa At Bed Blck
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424 (14) 5 ol&slo] Axte FUdLgo] <ldste TUEI JIESAE ©
0.932.2 CPI9] Z9E7}F 71641 (0. 91) <F A<] dAete A= Yepydth 54
(15 9] 49 AFES vlgoz 3 F8d AZold 7eXe U (5355
B, ZQAE, A7) -7k - FE, AEA) = (0.07, 0.25, 0.06, 0.62) 2 A=

| tig 7Rt tha B

oiy
2 Jz 4

(]

T CPI 7ksA1 9} w5 frAkeE Egolth. 53] 7HaRelE A4 2007d ~
20159 713t Folle Aul=gd lEeolddo] BagAle] 2 u Werr FEA

o, EVEESES AT o|FREHE 7t 35 A Zgo|He] mEd s m
ASS AT 4= Qi

2 (15) ellA Al 7 viRe® CPI QIZH oA (F84) & FshaL
ol& AA| CPI QIZdo| A (shaa) 2 vlwet 1227} (Figure 4) (b) ol A|AI=] o]
Atk 202218 FHWR = A F#H AT Td2de] Ashe A olHo]
Aol dxsigith. 2efu Q1Ew el o] S Ax steshy] Alzkek 20221 7€
O] FHEHE FA AARG L& S RS 20239 EREHE B ke A

o7k thl ZolETA Al AFolHe] FHSE Reg Helw itk

!

(Figure 4) Perceived sectoral weights and inflation by central bank after 2016

(a) perceived sectoral weights (h) perceived inflation
1.0 (%, %p)
1 CPl weights 7
) ) (2)-(1)
1 perceived weights 6
0.8 —(1) CPIinflation
5 | —(2) Perceived inflation
0.62
06 0.55 4
3
0.4
0.34 2
0.25
1 A
0.080.07 003 0.06 0 Y
0.0 J_i l- 1
agri. indus. elec. service 2016/01 2018/01 2020/01 2022/01 2024/01

Source: Author’s calculation.
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(Table 8) Regression with lagged explanatory variables after 2016

(16) (17) (18)
policy rate policy rate policy rate
L policy rate 0.957*** 0. 944*** 0. 954***
- Potiey rate 0. 011) (0.018) (0.015)
. 0.054***
L.inf (0. 011)
L evele 0. 007 0. 009 0. 000
novee (0. 006) (0. 006) 0..008)
. 0. 062%**
L. core inf (0. 019)
. . 0.003**
L.agri. & oil (0.002)
L. agri inf 0.003
- 48 (0.002)
. L 0. 015
L. industrial inf (0.009)
. 0.001
L. elec inf (0.001)
.. 0.051*
L. service inf (0.026)
Constant 0.086*** 0.110%** 0.093***
(0. 024) (0. 033) (0.027)
Observations 100 100 100
implied ¢, 1. 267*** 1. 167*** 1.514%**
implied ¢, 0.153 0.160* 0.001
Notes: ***** and * indicate statistically significant at 1%, 5% and 10%, respectively.

Standard errors are in parentheses. The implied ¢, and ¢, are computed based on delta

method.
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(Table 9) IV regression after 2016"?

(19) (20) (21)
policy rate policy rate policy rate
L policy rate 0.963*** 0.956*** 0. 955%**
- POy rate (0.010) (0.016) (0.015)
0. 054%**
inf (0.011)
(0.932)
0. 008 0. 009 0.011
cycle (0. 006) (0.007) (0.010)
(0. 957) (0. 936) (0. 739)
0.056***
core inf (0.018)
(0. 807)
0.004**
agri. & oil (0. 002)
(0.707)
0. 005
agri inf (0. 003)
(0. 554)
0.017*
industrial inf (0. 009)
(0.715)
0. 003
elec inf (0. 002)
(0. 620)
0. 029
service inf (0. 020)
(0. 739)
Constant 0.075%** 0.088*** 0. 085%***
(0. 021) (0. 030) (0. 027)
Observations 100 100 100
implied ¢, 1. 460*** 1. 359%** 1.201%**
implied ¢, 0.215 0. 215 0. 253
. . .. 14. 28 19.10 23.48
Test of Over-identification restriction (p=0. 16) (p=0.21) (p=0. 55)
Notes: ***, ** and * indicate statistically significant at 1%, 5% and 10%, respectively.

Standard errors are in parentheses. The implied ¢ and ¢, are computed based on delta

method.

1) To test over-identification restrictions, we use Hansen’'s J-statistics which follow
x2(10) distribution in (19), x2(15) distribution in (20), x*(25) distribution in
(21). The corresponding p-values are in parentheses.

2) Shea’s adjusted partial R?s from the First stage estimations are in square brackets.



4
e
i
ro
il
=
2
B
o
s
ofo
o
£
ne,
v
N
nd
o
o,
(0/e]
-

& A 2 2 30 9FE gt W 3 1

671 tlelHE =R ol falglen 4 WorE 2W Aok W
SRS o] 88 4 733’47} (Table 9yl A=) 3]

oflgt JeFd o2 ® OLS 4 ZAxte} w5 FAF

Carvalho, Nechio, and Tristdo (2021) & 18

>,
=
1o
_l

o
1>
ol
-
o,
o
2
RE
)

-

m?{_tl

£

oft

(2

r {

fll

)

£ 3

o K
rE al £

o x|

O

S
i3
r 2
T
ox
o

Yel= Shea’s adjusted partial
Holom,  Over-identification
AF7ME 71284 g2 Aoz

Mot
o

R-squared+ Al F7%2]0l|A]

restriction testellA = =

td
§:\‘
i

o Hn
o
D
o,
2

4
N

ey =R 3249 AEde siflstn e Ae® ddEnh

Figure 5= H FHAE vl oz Fid 7129 1258 ALk Q1EE
ol HolFa itk OLS 8% vl il 7153 327} CPl 7FaA] X
o} O ZH e BgFolth. AA AZH o Tte] Afolx 2022 TR Al A
i]'é}%lﬁuﬂ ° f’F 7&.101 o=t A2 5ol T o= EEFS Holal 3lo]

(Figure b) Perceived sectoral weights and inflation by central bank

(a) perceived sectoral weights (b) perceived inflation
1.0 (%, %p)
B CPl weights 7 2)-(1)
u perceived weights 6 e
0.8 —(1) CPlinflation
5 —(2) Perceived inflation
0.6 0.550.54 4
3
0.4
03403 2 ‘
0.2 A /\\
0.08 0.09 0
0.06
0.03
0.0 u -_i a

agri. indus. elec. service 2016/01 2018/01 2020/01 2022/01 2024/01

Source: Author’s calculation.
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(Table 10) Regression with real exchange rate after 2016

(22) (23) (24)
policy rate policy rate policy rate
L volicy rate 0.965*** 0. 960*** 0.952***
- Policy raie (0. 010) (0.016) (0. 016)
inf 0.051***
(0.011)
cvele 0.010 0.011 0.013
vele 0.007) (0. 008) (0.010)
real exchance rat -0.131 -0. 104 -0.125
cal exchange rate (0. 275) (0.301) (0. 328)
. 0. 052%**
core inf 0.017)
agri. & oil %00832)

.. 0. 004
agri inf (0. 003)
industrial inf <8 8(1)2)

. 0. 003*
elec inf (0.002)

Lo 0.033
service inf (0. 022)
Constant 0.071*** 0.081*** 0.090***

(0. 020) (0. 029) (0. 029)
Observations 100 100 100
implied ¢, 1. 458*** 1.377%** 1.101%**
implied ¢, 0. 297 0.279* 0.273
implied ¢,, -3.749 -2.569 -2.583

¥k 3k ¥k
)

Notes: and * indicate statistically significant at 1%, 5% and 10%, respectively.
Standard errors are in parentheses. The implied ¢_, #, and ¢,, are computed based on

delta method.

AAgE HE2 FF g AFA] dFE VAL o= BAGRN T8
golew 2gsh et g, gE AT FE9 271 S8 = d3deld

16) 20161 oA 7|7t HAZE S Frlste] F43 A H5 49 A k. ERoA
o] AF}e}l npyA = AAZE ] et WS EAA o7 folskA] G Ao w veyton,
Aukd oz 7| REA Azl FARE 2452 JeERIT
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(Table 11) Asymmetry of Taylor rule on Inflation pressure

(25) (26) (27)
policy rate policy rate policy rate
. 0. 869*** 0. 865*** 0. 877***
L. policy rate (0. 069) (0.075) (0. 084)
. -0. 005
inf (0.039)
cvele 0.041% 0.041* 0. 058*
Y (0.023) (0.022) (0.033)
core inf <8' 8(%;)
agri. & oil ((g) 00&1)
agri inf (82 88%
industrial inf (}? (%20%
elec inf &?&%@
service inf (,(;) 5)22(3
-0.104 -0.135 -0. 025
dummy (0.070) (0. 094) (0. 104)
L. policy ratexdummy (8 8%) (8 (1)(7)% <8 82%
infs*dummy (OO 007348)
-0. 035 -0. 036 -0. 050
cycle+dummy (0.026) (0.026) (0.036)
core inf*dummy <8' 8%%
agri. & oil*dummy (8' 88%
agri infrxdummy <8 8(1)%
industrial inf*dummy <8 83;
elec inf*dummy (20088 4)
service infrdummy <8‘ 8%)
0.141** 0.153* 0.071
Constant (0.062) (0. 084) (0. 095)
Observations - 100 100 100
resstre <0 implied ¢_ -0. 039 0. 041 -0. 355
P ' implied ¢, 0. 312°*F 0.303**F 0.473"*
oo |mplied 6 20207 2.450° 0.825
pressure implied ¢, 0.163 0.188 0.149
Notes: *** ** and * indicate statistically significant at 1%, 5% and 10%, respectively.

Standard errors are in parentheses. The implied ¢_ and <;5y are computed based on delta

method.
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(Table 12) Regression with lagged explanatory variables

x-l7ed—|

ot

. onne during 2007.1~2015. 12
during 1999. 5~2006. 12 excluding GR period
(28) (29) (30) (31) (32) (33)
policy rate |policy rate |policy rate|policy rate|policy rate|policy rate
L policy rate 0.976*** 1 0.977*** | 0.976*** | 0.975*** | 0.976™** | 0. 981***
- POty rat (0.019) (0.018) (0.018) (0.016) | (0.016) | (0.022)
L inf -0.059*** 0.027***
' (0.018) (0. 009)
L evele 0.013** | 0.023*** | 0.022%** | 0.025** | 0.023* 0.021
- (0. 005) (0. 007) (0. 007) (0.012) | (0.013) | (0.013)
L core inf -0.076*** | -0. 075*** 0.017
’ (0. 019) (0. 019) (0.012)
. . -0. 001 0.003**
L.agri. & oil (0.002) (0. 001)
.. 0.004*
L. agri inf (0.002)
. A 0.003
L. industrial inf (0. 005)
. 0.001
L. elec inf (0.003)
.. 0. 026
L. service inf (0.026)
Constant 0.089 0.051 0. 058 0.089* 0.079 0.079
' (0.078) | (0.071) | (0.075) | (0.048) | (0.048) | (0.083)
Observations 91 91 91 101 101 101
implied ¢, -2.422 -3. 257 -3.220 1.057* 0. 827 1.797
implied ¢, 0. 555 0. 993 0.935 |0.987*** | 0.962** 1.105

o Rk * %k
Notes: ,

and * indicate statistically significant at 1%, 5% and 10%, respectively.

Standard errors are in parentheses. The implied ¢, and ¢, are computed based on delta

method. GR period is from 2008. 10 to 2009. 3.



F2E AZHolds o & "Hdy &2 4 97
22 320164 o|®™ 7|zt Chst =4 £ Ao}
(Table 13) IV regression”?
. _ during 2007.1~2015. 12
during 1999. 5~2006. 12 excluding GR period
(34) (35) (36) (37) (38) (39)
policy rate |policy rate |policy rate|policy rate|policy rate|policy rate
L. policy rate 0.980%** | 0.983*** | 0.983*** | 0.970*** | 0.971*** | 0.971***
- POICY rate (0.018) | (0.017) | (0.017) | (0.016) | (0.016) | (0.020)
-0.045*** 0.025**
inf (0.013) (0. 010)
(0. 765) (0. 905)
0.010** | 0.020*** | 0.021*** | 0.033** | 0.032** | 0.028"*
cycle (0.005) (0. 007) (0.007) | (0.013) | (0.013) | (0.014)
(0.908) | (0.927) | (0.9185) | (0.861) | (0.863) | (0.803)
-0. 067*** | -0. 068*** 0.021
core inf (0.018) (0. 019) (0.013)
(0.901) (0.901) (0. 869)
0.001 0.002**
agri. & oil (0. 002) (0. 001)
(0.521) (0. 887)
0.004*
agri inf (0. 002)
0.722)
0. 002
industrial inf (0. 005)
(0. 758)
0.003
elec inf (0. 003)
(0. 761)
0. 036
service inf (0.023)
0.713)
Constant 0.074 0. 030 0.024 0.098** | 0.096** | 0.117*
(0.075) | (0.071) | (0.071) | (0.048) | (0.048) | (0.070)
Observations 91 91 91 101 101 101
implied ¢, -2.217 -3.914 -4, 04 0.847** | 0.806* 1.573*
implied ¢, 0.479 1.162 1.22 1.094%** | 1.095*** | 0.979**
Test of Over-identification | 15. 22 12.73 15. 68 7.24 12. 98 17.54
restriction (p=0.12) | (p=0.24) | (p=0.40) | (p=0.70) | (p=0.60) | (p=0.86)
Notes: *** ** and * indicate statistically significant at 1%, 5% and 10%, respectively.

Standard errors are in parentheses. The implied ¢, and ¢, are computed based on delta
method. GR period is from 2008. 10 to 2009. 3.

1) To

test over-identification

restrictions,

we

corresponding p-values are in parentheses.

use Hansen's J-statistics.

The

2) Shea’s adjusted partial R?s from the First stage estimations are in square brackets.
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(Table 14) Regression with real exchange rate

during 2007.1~2015. 12

during 1999. 5~2006. 12 excluding GR period

(40) (41) (42) (43) (44) (45)
policy rate | policy rate | policy rate | policy rate | policy rate | policy rate

0.996™** | 0.994™** | 0.995*** | 0.968*** | 0.968*** | 0.968***

L. policy rate

(0.019) (0.019) (0.019) 0.017) (0.017) (0.021)
. 0. 024 0.025**
(0.015) (0.010)
| 0.009% | 0.017*** | 0.018*** | 0.033** | 0.032** | 0.030*
cvee (0.005) | (0.006) | (0.006) | (0.013) | (0.013) | (0.015)

0. 560" 0.401 0.423 -0.051 -0.083 -0.059

real exchange rate (0.289) | (0.244) | (0.258) | (0.093) | (0.143) | (0.107)

core inf -0. 048*** | -0.049*** 0.018
] (0.017) (0.017) (0.013)
i & oil 0.001 0.002**
o (0.002) (0.001)
agri inf 0.004"
&t (0. 002)
. L 0. 002
industrial inf (0. 005)
elec inf 0. 004
- (0. 003)
service inf 0.034
o (0. 025)
Constant -0. 017 -0. 024 -0. 036 0.104** 0.102** 0. 125*
(0. 086) (0. 082) (0. 086) (0. 051) (0. 051) 0.071)
Observations 91 91 91 101 101 101
implied ¢, -6. 589 -8.127 -9.715 0.776** 0. 626 1. 364
implied by 2.561 2.923 3.783 1.043*** | 1.013** 0.938**
implied ¢,, 151. 29 67.33 86. 46 -1. 589 -2.598 -1. 849
Notes: ***** and * indicate statistically significant at 1%, 5% and 10%, respectively.

Standard errors are in parentheses. The implied ¢,, qﬁy and ¢,, are computed based on
delta method. GR period is from 2008. 10 to 2009. 3.
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Estimating the Taylor Rule using Sectoral Inflation*

Hyundo Joo™*

Abstract

This paper estimates the central bank’s Taylor rule using data from the period
after the adoption of the inflation targeting regime up to the most recent period.
The key differences from existing studies are as follows: First, the analysis
period is divided into three sub-periods to consider changes in the monetary
policy operating framework. Second, the Taylor rule is estimated not only using
CPI inflation, but also utilizing sectoral inflation rates. This allows us to
examine the extent to which the central bank has been placing weights on
sectoral inflation rates. The analysis results show that the central bank’s policy
responses have varied depending on the monetary policy operating framework.
In the early period, the central bank responded more actively to the output gap
than the inflation gap. However, in the medium and later periods, the central
bank paid closer attention to the inflation gap. The consideration of sectoral
inflation also differed across the sub-periods. The results remained consistent
across various robustness checks. Additionally, the analysis identified an
asymmetry in the central bank’s policy responses when inflation pressures were
positive versus negative. These findings are expected to contribute to a better
understanding of the central bank’s monetary policy behavior.

Key Words: Taylor rule, monetary policy operating framework, sectoral inflation
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