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Real Effects of Financial Signals and Surprises

Avihay Sorezcky

Abstract

The recent financial crisis in the US economy drew considerable interest in
understanding the interaction between the financial and the real sectors. In this
paper I develop a model with financial effects on business cycle fluctuations,
based on Real Business Cycle and Financial Accelerator frameworks. In the
model I distinguish between financial signals and surprises, i.e., between
financial expectations and unexpected realizations. This allows me to
decompose the real effects of those shocks. By estimating the model, using
Bayesian methods on US data, I find that financial shocks have an important
role in business cycle fluctuations. I also find that financial signals and financial

surprises have similar effects on the real sector.
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M I2WN DWINPYRI 2D MTHZN N2 NPRI .PINY PPN 2007 9101 D598 7120 MNIN NYIDD
MYy SU NTNN NP DXOIIN SPNN NP ONIY) PYUNVY  POIPI 11wnd NINMD
YOIPAN NN PIAY NP 25N NMIVH DR TPRN NN MNIXR D751 M PI9 Jmmonn
TRYN Y 2031 Y01V YN TN PANT PIYH S TINYD NN SOINAN NNV RPN IIONMIN IDND
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.DPOYN MIMNRI

o>n oy (Real Business Cycle - RBC) »5x ©poy 1nn Yv 57in adm w nMaya
DONOIT ININT DY MYAVHD NPDIPIT NPPOXN T 200N YONINOD PN WNNY YT 09019
PDIN NMIYNIND OMOINY DIMIVPN P PONOIN AN DY NPDIPIN MYIVNL , TN Td DWY

972N 190N oy ,(2006) Jermann and Quadrini S¥ 70NN SY OOVIAN B NTIAYL STINDND
DYIIN DPN 2IND TIN .NIINI 1IN MYXNINI NMYPYM N PN NNHDNO MNP H TN .0%2IWN
MY AN 7295 (default) PYd MOTN SY MIVIARD NINVN MNPINY OIWN ,OXIDNI
MNPAN TIY IYNIT, PNIPYI WHRWNN 1IN DIDN WY Ty P ANSY M MIINM ,NJ2010
927 ,NYPYNN AN 1N DN POPNY MXONI J ToN IRNIND .HNDY N9 D) NHMI AN
Bernanke and nsaw ,"03an pxnn" PN MYP M POIN 1P NION NTPD 0INN

Kiyotaki and Moore (1997)-1 Gertler (1989)

P9 NN NN TARD - OOYNRYY D¥ MNPN NI OT DY DY OPOYN NN SV NPRTIND
DPOY MNNN HY 0»VITIVD DTN Kydland and Prescott (1982) S¥x annnd nmTa

TIWO MNPON Y NNANDNN TUND .TINWY MNRPON YW MIINDND YNRYT NN NYN ;09INM
Y MYYNONT PWHN DY HWAWN P YRYTY PP 19D N9 HRNM I IMD PIY NHND
IDIPY YRYT TN PIN DAMHN DI

MAND OINIHTN DIIRN DV ONINN DI NN GPYI NNKR D) DV 171PNN ,NPOIPIN MIIDN » DY
HOIPY MINPNTD TINN SOININ YNV 0TI B DN M1 nnd > .(Gordon, 1962) nn

SNONN OVYANY INYT XIN NYM 07NN DMIDWNY INRYT NN PYUXRIN /NP0INI YNNI
SN .OPN 200 NINPIN DY 1Y ,NMINTAN SY DITNY DIMDYND WNN MIIPN DIPHNN IUND
RN DY THDIPAN NYAVNN DX TN D NIVIND N, DINN2 MDY PN SN
NY¥DAN AN 229N 55 NYOON D) NN ..YNIND DW MYIYND) DMIPND SV NMYIUND YONIN

Gilchrist and 12 ,Brunnermeier (2008) X7 ,2008-2007 D»¥2 >03»9N 12WnN 9y DX¥ON DOV
.Zakrajsek (2008)
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NN MNIPIN PN DY IV POV NTIAY NI MYNHND DM NN NN NPIND
2RNH PIVIINMN NI NN IXIND HN NN 011 X330 NIV 00010 DIXIN

INND .2008-2 7MW 2006 MW NN ,NIKD SNYA TIND NN DX 1109 Jermann and Quadrini
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Hennessy and Whited (2005) wWInw 293 53 1110 DY THRN TN IN .NIWTH NP NPIN

anwn 2n (1+7.,) -w 1n»na .on P v n»aev Jermann and Quadrini (2006) -5 1Ty
PTOION MY NN 7 WND, R =1+7(1-7) nndwn nnvon, b, IRNOIN Y MNYRN

MP9N Jermann and Quadrini (2006) Sx¥x)y Kiyotaki and Moore (1997) S¥x 10N> nimiTa
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.Quadrini (2006)



(4) bt+1 < ¢Etmt+1 [pt+1 Vt+1 + (1 - pt+1 )Lt+1 ]’ 0 < ¢ < la

N p,., ,PIVN DY OLDOD PN DTPN NN m,,, DRI SV ORI Mwn NN
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7790 1IN P DIYPN AR DPTINN T IRNWND PIAPY WHYD 510°W NN DV 19991 PoNN
R NN P NN 59151 NN ITIN 532 19,5710 NN HNNYN RO PPPIN TPNYD

A9 PN ORNDN PN NN INMY »Td Jermann and Quadrini (2006) WY NN T
PONNY RPN J2 INN XINY DIV ,2IWN N TIDN NIV YT DY NPIN NPANL TIDN DTN
: NIN J9IN TP NRNNN MDY DY 17182 NN NN NPAN TIOND NN 1IN MIPNN

N2

(5) @(d)=d, +x(d, -d)",
TIRD MNOY TITT DBYN NN d(IP95W AP NPNN) TIPDTN DBYR XN d, W)
TN NNRYIY AN YIPN TORI0 NI K-

DN OYNONN DINIAPNN 99 DY ONOINN T IV N an Ty ,Gordon (1962) S8 1o

_ w [ j-1 _
(6) Vt :dt +Etmt+1d,+1 +E,Z[Hpt+[]m,+jdt+j,

=2\ =1

NMIANDN HNX PIAYND NN ,NPIND P9¥2 I12Y NNIPIN SV YNINAN DIIPNN DR AN 67, IUND

SPPITIITIN d, MRV TV NN

t

(7) 3’ = p/dz + (1 Z )Ln
92PN, NPONPI NAXN T DY (6) DRNWNI NKPIN TIY AN YTNHD NON)
(8) V(bt > ﬂt > kt 9 St) = dt + Etmt+1 [ptHV(le 4 ﬂtﬂ s kt+1 9 St+1) + (1 - pt+1 )Lt+1 ]

TV INN TN IRNIND .PIWNN DRI DYTN NN T DY YTNHD HYII DTNV NPRY NN

Kiyotaki and 58X 115 PNAYNT 122300 NMIYNA 2 OPIN ONYD 2INN P2 PN MnnNon NYaya >
P2 NYPHRN DY WAV P MU MINX MTaya Jermann and Quadrini (2006)-1 Moore (1997)
13NINY 230N Y — ToN NRNINDI )10 210 NN NYOY P NNPIN NNPIZY IXNINN JY 7230
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SV ANNN MINWN 23D DYTNN NNV TIY PIAY WIINI TN, LY PONONIVIIN 9TIVN OONONIDI

:NWTNN 70PN SV 2807 NN 99 NYTNN NN TIY PIY W 713790
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TONNN TN GTIVN PP O COOANWN DTN NN SY PYPI MOTHN NINNIND D 1P
JIM9992 GTIWNN 1IN IV NN 3, TIY N SN GTIVN 10 TINY WTINN-NYITN
SYAPITI VTN, NNIN SW NN TIY XINY ,I¥I191 9TV

10y L =olv(b,, 7 k;S))
JYPI MOTN SY MPR OARYNN JTIR IR PN (1-0) IWND

NN 922 53 OODYTIN DM0HRN PINK 12w L[0,1] NMVY MDPINKBN ,MIT NV MPPPY NP

IYUTN MNP T DY MY PIVN 19 MR MNP (1-p,.,) D¥ Y MNpnn
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N D0 PN Avr Sw (reduced form) NHR¥MIND NNIND DIV NN NONOLA

5¢ N>y T .Christiano Motto and Rostagno (2007) ywyw >33 , S5y N9 RPmLOIND
SYAPITI NITIN NN NYY

(1 1) pt = Wt H ut = utp—l exp(gt—l)exp(et)a
STOY ARN RPN DY MTIWIN WY NN ¥ g, Le, ,g,e, ~wn WX

NNIANDNN 2T MIPN NIN £,-¥ MNI 17 570N DY MIPOYN PrarmnnD IN NTIID (11) INNWN
oY 1199y 23 MINIY DO (8) NNV TINN .ININ NAPNI NN NN ¥ 2N XY NNIPINY

MIIANDNN NN TPNN OPOV g, T .ININ NNIPN MNIXN PYIPIN MITN NYYWI 2230 NN

2Y MYIVNI 2P M I2T .0PN NNIPIN DY NI IR TPNIN I O, 7+1 Y232 TNV NnYon Dy

YT 5y ANWNIT NN MY PO YN NN 280 NN YW MYyD DaNwn TN N wAaY )

.Christiano, Motto and Rostagno (2007, 2009) -1BGG nX vnw 191 9nNoy  Townsend (1979)
570N HY NPV PRINNIN BY WD NI, T252 MNP MNP OWY AT 1B MmN’

YNRYID N MNIANDM PURIN WIvwn BGG Hw mdn pwnn ANYY inTa Yy mnanona Nuxan vimwn ®
Christiano, Motto and Rostagno nx 0y v Christiano, Motto and Rostagno (2003) 1 by 1
Jermann and Quadrini (2006) nx1 (2007, 2009)
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Dynare toolbox for Matlab-2 wim»>w 710 2win y1mm pans P

NPN ONIWND NPV ynvn) g, <05 AMYON nn»p 57NN DY s D 1P Nl 14

99.5%-1 1-n Y0P p, -1, NN %PN INYI 2, D K¥DN IPTII APNIMON MM . p, >1-) (120N
RTaliala

11



09012990 99y nyrap .3

Christiano, Motto YPIv TIT2 NRITA .5TnN DY DMIVMRIN MY NYIAP AN INNX M PONI
X NODD IMYRIN NNIAPN .NIIP SNYO IPHIN DTN ©vnI19n ,and Rostagno (2009)
NMYNAND IYIAPI NONRD OMIVNIIN 21 DY DOIIYN . TNRYN AN NN DY DWIVNT DIVNIMN
, O, DY PV MOTNN NRNIND DXRINN OXTOINN NN ¥IP 10NN .(calibration) 51>

NN 121 MIVN DIV NXIAP .13 0N ONT DOPIITH DY XTI PN NIV APN L THNY
MPAIOL MYNINT ITANY N DMIVNIY NXIAP JTIND DY NPMAPTN AN DYNIPN DMIVNIN

An and Schortheide (2007) 5S¢ DPMTIAYI ININNT INITL ,IPIIN MNIN ONNMD NPINODM]
1> and Smets and Wouters (2003) -1

AL
19IND 1IN DI MINID NNIXNN NINIAD DNVPN DIVNIN .DMNYIT DNNND 1D 5TINN
DOVYNNYN UKD P20 T ,0 =0.025-5 yapy PN Sy INON NYYO 01990 PPNY INRINDD
Jermann ywyw 93,7 = 0.3 5y yap) MNIIN SY INN NAY MTODIDN NYY .1PNYIT MPTNI
MDA MOV T L0 =0.4-5 IN2) NN PN PN DY IPON .and Quadrini (2006)
NN TRYN AN RNYY ST ¢ =0.45-3 ¥aP) SNIURD NYINND PIPYN I0MI .HHOIMNMIN
,TNRY 2801 MNPON TY MTIVNN NNINDN — N5 . °ONmnm NYIYN ¥INNRN NPRN NPV
.10% S¢ OV NNON NP N RN .y =0.975 TN IR NODP ¥ 009N O DY NYIPIN
MDY NN X3 MM Jermann and Quadrini (2006) Sv DYpNnHn MY INYTH NV

.(2001) OECD

,£=0.987 5y yapin p2oP»0N PPN DTPN T AN YPWNRY DNYPH DIVKII NY DIV

TN TV 9310 213, = 0.6 DY yapIin ,NoVIND NMYPNN ORI ; MDA 5PN T
.0.34 20N Ty 13M2

Christiano, Motto and w1 DSGE »on 057112 1IN0010 NTPRND NP0 Yw 0901 Dmw»y
.Gilchrist and Zakrajsek (2008)-1,Jermann and Quadrini (2008) ,Rostagno (2003, 2007, 2009)

Flow of Funds X1 X 71770 5w y1pn bL DI MYH 1INN DAY NI NP0 NYY STInn Spama

Pw pwonrr X0 AN L(Federal Reserve Board) m°13n mi¥IN Yw 97790 paan oo7dv ,Accounts
oPNY O IND 0oy (Nonfarm) 0»Nopn-89 ©¥poy Sv (Credit Market Instruments) »NX9¥ND
Nonfarm, ) ©» 1NN 0PN O»Nopn orxy o¥poy) (Nonfinancial Corporate Business) 0»va
OMIND OYPpoY DN Poyw (Net Worth) 730 smwinr X mnan 7y .(Noncorporate Business

.(Noncorporate Business) D»1NN-ND D¥P0Y) O»0IA-NIY
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IMNPRN NX NYDIP OXINNIN DXINN MIXNPHN MINTPIN DY NPT NMNPNM NININNT NIV
N2 WO, 77 =0.85 -2 NYAPI 1T MY .DMPI MININ MNP NMINTVIN DV YONNIMNMNN
.1 M52 %10 5151159y DY DI LRI 1PN MIPNNL NIM TV ,15% DW e Ao

99997 9949y :1 MY

T NN 0199

02392 9NN NINNN NI

0.025 NPNN DY NNAN NYY S
0.3 PTO0N MY T
0.4 NN NMNPNI VNI P

0.45 INIYND NY2IN 0N ¢

0.975 TRY 2303 IV NNIANON 4

97091 M NN NN
0.85 NN KPN NNONNT MY n
3 YpWUn

0.987 PPN OTPNR Vi

0.6 NOYIND HNXPN TVNID a

NPNIN

DOYNRWT NPNTNN : 0N NN DMLY DD 0MIVNIY NYIVY TINND NN ,ONIN NN INNRD

DYINN DTOINN ,[§,p] DY»LUIVLD DYINN DY ONTRNN ,[stdw,stde,stdg] DYIMOPRN

SIDND NTANY 19N D009 . [x] nsyn pan anxnn my 5w qomam [e] v moTnn
B30 »nnn mnaa SHINa ATRRD TINN MY . 727N 5Y 0NN By AMINDMI MvIwa
YOI PIVN P PN — JTINN DV NP0 PRARNDN DR MTIID 1Y 0N 1IN PR MITO
APINY 2N NN, EN AT 5w 5N Sw HP ponn npvoa snunnwn Soxn pivo

222008 5w 2wn ¥9197 7Y 1985 SW PUNIN WIAINN 7P NTIHND Wdww DYTHN WD) DPINA

Dynare toolbox for Matlab mysnxa nysa nnxn

7290 . £4+1 Y3a AN NMN £ 10N MMIWNT WIDWN NI INX NNPN YW M0 o»p I P

41 Y032 PN DX YR NN SN NNna
11600 NPHNN 901793 Wiy Tin awin HP yon ¥

Jermann and Quadrini (2008) % Syy 01w ,1985 YW NYUNAN A7 1IN DITHI NNWNIN Taxnn
;2008 YW WA Y79 NYAPI DXTAA NIMNKA NNPNN 271D SDINAN NI 31 MPY 5N 1’ NP

379 OMON DNINRD NN axnn . HP pona wimwn apy 10nwin mMiInND NPasnn vivy
2009 5w NN
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L TINN NIRNWA NIYNNHRI HPMINRDA NIIND NMIPININD MITO 1IN DN OPRY DNNWIN 1Y
NIDI2 MININ 99T NNTON OY TN ION NNTO . JI0P T029 MYSNNI 197,2 7191 INNINDD
INMTON ,DMINYHNN 21 NIY ¥ IXRIN X NIDI /X NI DNNTH DINMN NNTO DY MNP .1
TN 10 INY TPHRTIN NPOMNN NITON NYPYND TUNRD .5¥I191 ONIMT MNP >T MPININD
YUYV 29D NYPYNN NNRNN DY AMDY D910 IR YNV ,NRNN D30 0N TI9 120N Oy

oot 097

DOYRYIN IV JPNN DMV Y12 PPYTI 1IN (priors) NTHNRD PIIND MNTPINN MIIVNN
Christiano, Motto and >3 5y >1)n) D»INDPNN DMOLYNVLN DINNN NTRNN DPINVPRN
LOWNYIN SV 1pnn 7o) (Inverse Gamma) N219N XNY MIVINN >nyap .Rostagno (2009)
MoTNN DXWIANN DXTOANY TVPIMNY NPN .OMVUIIVON DIPONNN NTHNND RN NNIINM
Jermann and 5w nTIAYL prior -3 XA MIvanM mwnnwn , [0,1] nnva 59205 290 Py e
JPONY JOP INTIN NNPN 7PN MDXYN PN NIRNN MY SV 101791 3 N Quadrini (2008)

MATPIND MIIWNN DY DIRONN O¥IIN .prior-3 NN NPY ANYINNL SHVNNYN 1P DY
.2 M2 D)SIN NTRNRD MINXIM

INSINDY 199999NRD 1IN :2 NYY

WwHH H”OY MNHOTIAN NYIYDN 999998 N 9012991
0.0003 0.0038 [0.01,5]Inv. Gamma std
0.0008 0.0034 [0.01,5]Inv. Gamma std,
0.0008 0.0033 [0.01,5]Inv. Gamma std s
0.0419 0.8655 [0.5,0.2] Beta &
0.0443 0.8377 [0.5,0.2] Beta P
0.1299 0.5755 [0.5,0.2] Beta o
0.0016 0.0043 [0.01,5]Inv. Gamma K

190 IMYN NN ADNY NYYY 17 POIND XY ¥TD HTINA MY PR IYPYNN NANDN Yy amboyn 2
2S0INAN PIYDOONIN PN P PN - N NTIAY DY TPINNN
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57990 NN 4

MYNINM OPOIPN DIMIPRN NMYIVYNL TPHHNY  NPOINOND MRNIND NXNL NHIN
25 TARD P2 MWD NPPIANRN MIRNINNN NN PTX 197 INKRD I71H10 Y9 03NN NP0

DMYNMIdN MY Posterior Mode-n »dIya vindow > DY DIpnRn PNY MINNTHN MINHND
DTN

NYNRTH MANHN

NIAVNN D10 DYNMY Pwnn NN v (impulse responses) NPT MIANNL NYD NTN

2T N9012 MY, RBC 1101 OINN DYOTINIY 13D T 1IN YRVD SPRPTH

NyNaN ,(e,) Y0P MIPNI NNN PN NV DV OV YRYID NPT NNND AN PN 1 IPN

(e,) omwe

NI NN PWNI OXINMA NYNN MITYTI MIIN YIRYT — ONIAY PYUNIN : DIRNNDN NV WXTR 19NN
NNNDHD GRD W NMIANP T NON DYNRYT DV MITHRID JPNN NPOLOY NN AN, PP MTHN

I DY TAN MPA NN &8N (hump shaped) 1123 HNKI HHHPT NN ISHH DTIVNY — NV
D»0IA 019N Ky 7N oY BBG SW R¥nnin IR NORIN 1T DIRNIN OO PINND DIRNINN
.N93990 SW OMIPOYN DINVNN INIY NI NN TPRPT NANN INOH

MNSY PP . NPRPTH NPIVNDIN NPXPNI MNINNNDY 103790 TXONRIVIND II0N2 NNY MIN
A5V HODIPI YRYID TPITIN NANNA PTN 1D 1T MNIT NYNIN YRYID MIPN YNRYID MANNN

KNPAN AN PR MOONN DY WAVN 12T, T MNIPIN T 0INI YRV UNINND IYND
SV NP DY DN NN IPYNY NP OOV JWIY DPIN DD 1IN SPYN DY VIR NTIPIN
IVIN DY POUN NYOYNN 1D NRNIND .0 IR NPVPR MNP TIV OV N1, NINPIN
991,79 197Y YN, NINTIN TN .DNOY NTIAYN YN AN DD>THNI NN DINN AN YPwn

MNIIN 2INA DTN 3N DX POPND MNORI MNP 0T, 4, ORIYND NI DY 1IN

2y iy TIPDT 0UNd D2m I, A, DSPRN NY1IN SV RN 9102 71999 NN

SV NADN MLPND NN TITAYTN IMIZURN MOLPN M N2 L(8 NNNYNR) MNP TIY NXNVHN
MPIPIN 1IN DTN .ININ P ,DNNMPIN 2N NION NTPY D110 ,1NINNT N .NINPIN T
MYHNI N2 NYPYNN ,MIIND WD NANND) .NTIAYD vIip 12y nypwna NP 0) NN

Y9 ININNN PONNN (NTIZ NPANN NN £ 41 NNPHNT, N2 NV NN SWA £ NINPNI

.d, -AnDYY NN A, -0y - (13) NNNIYN - DTITDT MY MNDAN HY NYNIN TTON 0N 29 9y »
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S2TIN MHOIPIN NN PIND NI

DI INN PINY TIVA (VIPXIN NTP SV YONN DY HWI0I IRNIND N) NOTI NTIAYD £ a3
,IYNON YRIVID NANN H7ONN NN N2 TN DINNIND (UNID VIR NIV N90) TRy ANna

NIAPNN T290) ,NTIAYI 7OYN OV BN DPIN TONY £4+1 Y0 NTIPIN PN DTN NYOYN
DN NN NAON MDY £+1 P NTIPIT NIXN MIPR YRWD N1IANNL NN PP

UV PN DTN £+2 Y930 DTIPIN .NTIAVND YNNI NI 7POYD NN MIIPND MYHNNNY
YPOUN SDINAN YNRMY NANNT WHNN HIT NINMNDBD DTPN ZRM N Ny nyawn
(OTMN XNNKN MNVAN TIY) NI PIY IPNN PAT YN ,NNTPNL IDIND PIrANHDN HN NNRNYNH

Fnnn mNNanny 97110 MNOPITIN YHYY 0991

TODHY NYDIND NYNIND YDV Y0339 MNOND NN : 1 9PN

Debt GDP Consumption
0 0.2 0
0.5 w Of\ﬂw 0.2 \\/
A 02 04 L1
5 10 15 20 25 5 10 15 20 25 5 10 15 20 25
Dividend Wage Labor
5 {\\K 0 02—
old > 02 \/ 01 //_\
5 0.4 0
5 10 15 20 25 5 10 15 20 25 5 10 15 20 25
Firms'Value Investment Capital
0 10 1
0.2 /\/ 0 Uos
0.4 1N ’
o= 10 -1
5 10 15 20 25 5 10 15 20 25 5 10 15 20 25
Interest Rate Mu Lambda
0.2 10 0.01
0.2 0 0.01
5 10 15 20 25 5 10 15 20 25 5 10 15 20 25
------- response to surprise response to signa‘

79 189 NTIAYa 511 DApNN ,Wipan mMVPN DY B0 NDYTY NTIEYN YN MIVPN DY NYSYNNY INND 3
AN DTN N NINSIN ININT NTIAYN P OT0Y DRNN JIAPNN 5TINT TPXIIN0 YINDID ,TON NNNIND .N¥M
N TP AINK OY0H99 MNP NN ,NTAYN PIva 9301990 (counter-factual) ©1MINN OINNHINHN
WN DTAYD PIYY AP .DMNIN NINSIND 53200 DMYY D7D OMNDPN 0310 DYRYT DY NavIN

DY N NN ONIMN R NTIAY 7Py Y

PRI NADIN .JPDIPA YNNI SDINS MINNY MNP TIY NINN T¥Y ¥HNN NINN NN PN 1 ooy >
NMPN 1901 NAYI P NTI DONNND ¥HNN DINT TR DINPIAN TIY T ODINI YIIID N21N »D
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YDIND YVUPHD NPNRT MAND

NPNI ,PINKY ,NNK JPN OO OOV MIPN YRYT ¥ WNIND NANNN DX NIN M PON2
129¥2 INWY 5191 (default rate) PN MITN NPY NY MPHRI N 21N NYNN YN ,NNIN

NANDN AN 1NN 2 PN 7YY WIAT P WNRNH IPN MIPRD YRIYH DONIN TNy a8m
UMD YRINT OO TN

NITIN AN YYD YT 9N AW PN PYPIN MITH NPV D QR ,MIXID IV 19D
TN ,NYNIND IR MIVPRD YRYD PO ,MOP YYIN YNIND PYNN NNV NINH .PYHD NNYNIL
NN NNPNN 227 O»VINI DMIMPN : ITIND DV NMIPOYN MIXNIND HNR AR NVYAN N7

.DPN PYNN DY NPIN NIYIVN DWIVN

DOYNIDN DY0T PYDI WNINKDN PYNNN NN NN 1 YA 2APNNN DOUN MIPRD YN
{(DYPWYNL NNINN OOV NTIAYA 7MOYD NN D01 I2TN) 20U VYD D3IV D»I3557
NVPPNN 0D YA NYIN MITN NYY MUNNNn 0NN 000N £+1 91 NP
,MPNN PHYN 2NN 039Y7 OIIN DMOININ ONNWNN TIN NIRNINI IWNNNN NI ANIOUN

023 TUNRD TRY 28N OPMNIND D11 DXINYI ONPININ DINVRN TR

DI WYY NANN : 2 IPN

Debt GDP Consumption
0.5 0.02 0.05
0 0.01 \H 0
-0.5 0 -0.05
5 10 15 5 10 15 5 10 15
Dividend Wage Labor
10 0.01 0.05
0 0 0
-10 -0.01 -0.05
5 10 15 5 10 15 5 10 15
Firms' Value Investment Capital
0.5 0.5 0.01
0 0 0.005[\
-0.5 -0.5 0
5 10 15 5 10 15 5 10 15
Interest Rate Mu Lambda
0.2 10 0.01
0 0 0
-0.2 -10 -0.01
5 10 15 5 10 15 5 10 15
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PPPININND MIRIND

TN ,72¥2 ONDINY DOYRYT TV NMIYIVYND MVIND NMIPY NPPINN MIRNIN MNWI PTR MY PN
MTNND OYRWNND THN 73 DV INNNN P19 10 DN MIRNN OTHRD NMINNINT vy

D»NVDNN DNV N TOINY (historical variance decomposition) 2I1N2) KN NPNVOIIN

.(historical estimated shocks) mINXN PPN MMPNI

HNHOONN ANIVN PINa

TN YRYY 73 SV NIINT NN PNAD P23V JPIAT YIIYTI 2013 YIYT — DYNYT MW ¥ DTN
-3M22 2310 2NN MNRNN INIY HMYN P .DPOYN MINNN

1297 MNP NPOININ MYNIND HNIIM DMOINN OXMHNRN NNIIN 2D N2 NMONN

DN : DYPOYN MINNN JY MTHNNI DIVN TPIN DIRINN OPDININ DOYNYINY NIN G0N N¥NN
SV DTPRNNND AN NININ N IRNIN DHRNND ,DINM WHNN MTINND 93%-2) 22%-H ONBINN
Jermann and Quadrini ¥ o8Ny nMN X ,Christiano, Motto and Rostagno (2009)
THN .0 YN v 000 N v Christiano, Motto and Rostagno (2009) 5Sxx .(2008)
YRYY NI ODEN T YNID wawnn MOran) % NTIAY ININNDD ITINT Y0IIN YNND NN 0NN
901779 v yiyy XN Jermann and Quadrini (2008) S8 >0IN YN ((wealth — ey
SV DTN YNYID DY N NTIAYA NI DTINT YOIV YNRYINV INRND ORIURD DO PPV
I MPON .ONYYO MMT MRN Y1pn N Christiano, Motto and Rostagno (2009)
Christiano, Motto S¥ 97101103 NI A811910 9TINNN WIAPHNNIY NNWYN NINSIND 0 P29ND 1NIY
;7781 JJermann and Quadrini (2008) S 51inn mMNX¥INMDY , X0 Thn ,and Rostagno (2009)
DOYRYY IWNRND NPIIVIN MTNND INY OXIWN TIIYD MNPIN DW NPNINODNT DYNRYINY NN

APYN I0NIN
(DXMHNNI) MHNVDINN MNVYN DI :3 NY
"9 NN 5012 HyNan
bavh b pda ]
78 11 11 RISy
7 46 47 n
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DHHVDINN DI JTIN

MNNN IIWNN DX I INT DTHR ONIITOVW VP PR A7NIND 1999970 NYoP) 2007 9101
02 OMINHD DY PR DY PMNPA 2D ONI0I0ON 2 OMODN P DTN DIVN IR NP1
STINN MRNIN ON PITAD 15173 PONIN I3HHD) 20PN NI OOYRYY ¥ ITIN PNIN ODININ
NN AYNT 1N DTINN NTAR POINRD PHYAY 22N PN 1272 0223591 NN HXR MHNIN
YNN PINNRD YNNI TINND NTHNR 29 DY OR NINIDY DX THNIN OMNVDNIN D1II557N DOYNYIN

. Dm0 DRy ST DYy

5 NN MNTON) ENImann PN MNPNI PYNRI OXTHINIIN DYRVIN DIT NN PN 3 IPR
YIYT DHN NN YTI X0 DOYNRYIN 0DD () NIV ARV OXTHNIN DIYNODNN DOYRWN
1990 Y PMNIAVY PN 2N .1PDITIN NORNN DY MNINKRD MNPNI INPI YIVNHN 7PN
1PV) 1252 DY MY D903 2008 VW PPN IR LDV NVIDYW 03993 2001 DY )N

(2008 5¥ »WN Y2297 NN NTHNRN NAY IIINND PINNN

DOYNYIN OO DOV > DY YNN PINKD PHIN 07NN DTN 29 DY >3 MSN J10 19N
1990 DV PIHN NIAY ITANIY NORND OVTX PINKRD PN INIY ITHNIY DIINHDN DO
PIRN MNPN NP OWIVYNT POV ,0MINNDN PN YRV 22001 DY PN I

SPNURITD NNINN IR OMNXIN NON DORNNDND 290 IININD 22008 DW PN DN, MININKD

MINTIP PHD MAPNI DYTINI DIV : 3 N

0.0E+00

-5.0E-03

-1.0E-02

-1.5E-02

206021 B199093-1991qg1 - J» —

& 20012-2001q4
-2.5E-02 1| — e —
& 2008q1-2008q2

-3.0E-02 ‘

Financial Surprise Financial Signal Productivity

Christiano, 121 Smets and Wouters (2003) N7 ,0»70D1 DYRYT NPHIX MTIN DODN D00 2
.Motto and Rostagno (2009)

National Bureau of Economic -1 7> 5y D131 19101 D»WNN MNab DN AN NaPN3 Y503 waq
5 nMpno Research
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MPON 010 .5

NI NNMN PNHN TPYRT I DXPANRND 017 1IN0 PNIKHY 270X OV pwnn ¥opy 2007 9102
, 02010 D312°N DY IR OPOY INND DV PONNON ITIN PNIND N NTIAYL SO 9awna
SV NPONIN MYIVNN AN PNIY D NVAR DMDININ O¥NN DI PNHN PINN NN 59101
OYPNYN DY ONNINN NN IV IOR MIYIUN TV HO0NINRINN PIHN DX PANT 000109 DYIYY
NPPSN MYIVN NN PNAY OD AWPHNR DTINN — 1IN .DXPOYN MINND MTNND DMOIN
SV NPIONIN NWAVYNN 1D ION MYIVN 1IN ORI PIVN DY 201N PIVN SW DIMIIRM

YOI MYNMN

MNYIN 90D DD 00 MYON B[ .JPINOMT N0V NN SNYL DTINND HIHN INKD
oY MTHND NPOIN NYNINN NDJIM DMOININ DIMIPND NRNN 2D SANND .NPPINN
YN PPN DIRINHD DMV DOYRYY 23 MNRNND 7O 5y q0N >TH7 MMT OPOoYn > IMNN
DOYNYY OT> DY NN PINRD PIHN 0D 72 DTHRD MIRIND IV 0NN NPHTHN

NN PINIOND NNINN OY THN NIPA NN RSNK 010N

OOIARND APNNY R ,TIA0 SOININ INAY SORIN DN P NP 7PN R DTV TPINN
.DINN OYNINNA OXNMN VAPV DINRXNNY MITHIIND NIRNIN MNIDP 0T OINNI DIORNN
DM TP T DYPYNL DN2X NPHNTIN NTI2VD 3NN P MDY ONRPK INYDP — vIN
IV 01N 510N JTINA — AN NINT NNVODNI I NTIAYI YRINT 20PN PIND AN 2935
;N YOP PYN DV ITINT Y IR DI1TIT 0) OIPN W DYPYNN NNRND DY MDY 0TIV

SDIPHN PYNRN DN OMNNN DM0INI DOYNRYTD NNONND DY T IWIN 92T

0'NOv)
DIMN MNPN N

DTIIYN MYV NINVIN TV ,2N7 1Y : 0N DTRRD DPIN 1INNT WDIWY NN MNPR
Christiano, Motto and Rostagno 5w 0pnnn ©mM1 SRVNNYN 1IN >pun SY 1D
DYNRY DYTHINN DPOY ,0MNRIPN DPRY DOPOY DU MNIYND DIV 3P 719 2300 .(2009)
‘Credit Market Instruments’ of Nonfarm, ) D»X9PN-NDY DO TIND-ND DPOY) 000N
»mmn oMpon (Nonfinancial Corporate Business and Nonfarm, Noncorporate Business
Dow Jones Industrial ) ©33 WNT2 7wynn 93y y8Innd 770 7Mn1on 71 .Flow of Funds -n
2N Pwn Sv Ny myw M1y (GDP deflator) >poyn 93NN >N >1 Sy PPINY (average

5 nwywr (Nonfarm Business Sector Index) NOPN-NON SPOYN INNN TTHA SHIVNNYD
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Bureau of ) nmay bv np>oovvod Novdn » By pyaonn (Hours of All Persons) #oowinn
>poyn 01 (Compensation Per Hour) nyw> 75wa snwnnwn 15own My (Labor Statistics
2NN MY .AMay Sy npoovvvd movdnn (Nonfarm Business Sector) sN9pn-nO0
Bureau of Economic) »2355 mino Nowda 0o»ntn 0NN HYNNYH ,NYPYnm N8N
,(Personal Consumption Expenditures) n»eoxm N80 MINRNIND NTTIY N2>IND (Analysis
Gross Private Domestic) H"0510 $HO0VI9N RIPRN NYPYNL SHYNAYN Nypvnn 91am

.(Investment

T D¥ NON NPLDL XNHYNNVYM WA TPANY DRRMN DNNNY 1PN OINNIN MITO 5
(1600 NPONN 70191 Wi w TIN) HP ponn O

099392 Y981 MHINMNN DN TV PYURI 970 NN A

INTUNRN NJAIT M1 ,(8 NNNWN) 197¥ AR 27H2 NMIMNYN DR 3NN MINMNHT MNP
12290 PYNRIN ITON MRIN DR NI (12 RN DXPHNN N (G IRNYN)

d :1-A¢(d)=0

lt : (1 + lut¢)Emt+l [pt+l + (1 ~Pia )G]Vﬂ (bt+1 5711 kt+1 5 St+1 )ﬂl (kt ’lt 5 St+1) - ﬂ’twt =0

bt+1 : (1 + :ut¢)Emt+l [pt+l + (1 - pt+1 )G]Vh (bt+1 77Z.t+1 7kt+1 9 St+1) + ﬂ’t - :ut = 0

kt+1 : (1 + :ut¢)Emt+l [pt+1 + (1 - pt+1 )G]Vk (bt+1 ’ ﬂtﬂ 7kt+1 9 St+1) - ﬂ’t = 0

: DN NAOYNN NN
V;r (bﬂﬂt’kt;St) = ﬂ’t

Vh(bt’ﬂt’kt;st) :_ﬂ’th—l

Vk (bt 57T s kt 5 St) = (1 + lut¢)Emt+l [pt+1 + (1 P )G]Vﬂ (bt+1 57 7kt+1 5 St+1 )ﬂk (kt ’lt 5 St+1) + ﬂ’t (1 - 5)

A16)-(13) MRNWN NN JIPN ,PYRIN ITON MNIN NIVYNN MNRIN NN 22N)
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MPYNIND MO I92 DINMN T )

Debt GDP
0.05 0.05
0 //\__/\/\/ 0 ’\/WW
0.05 -0.05
85 90 95 00 05 85 90 95 00 05
consumption Labor

Wage Investment

smoothed es==e2+ actual

19999 WY 10T NANN T

Debt GDP Consumption
0.2 0.5 0.2
0.1 /\ 0.1 /\
0 0 0
5 10 15 20 25 5 10 15 20 25 5 10 15 20 25
Dividend Wage Labor
2 0.4 0.5
0f— 02 \ °
2 0 -0.5
5 10 15 20 25 5 10 15 20 25 5 10 15 20 25
Firms' Value Investment Capital
02 5 04
o /\ 0 02
0 -5 0
5 10 15 20 25 5 10 15 20 25 5 10 15 20 25
Interest Rate Mu x10° Lambda
0.02 0.5 5
0 0 0
-0.02 -0.5 -5
5 10 15 20 25 5 10 15 20 25 5 10 15 20 25




Y0399 YNNI Y3399 MNRY MNIAN T V/HBNN NANN .0

Response to Signal
T

01 =
020 .. B
03 " '

04

05 I I I I I I I

Response to Surprise
T T

-01 B
-02 q
-03 q

04 F
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