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abstract

This paper critically reviews roles of dynamics stochastic general equilibrium (DSGE) models in macroecono-
metrics, introducing econometric categorizations of DSGE models made by Geweke (2010): strong, weak,
and minimal econometric interpretations. As an application of the minimal interpretation, this paper intro-
duces the Bayesian Monte Carlo exercise conducted by Kano and Nason (2014) for investigating business

cycle implications of consumption habits as a propagation mechanism of monetary policy shocks.
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“[TJhe restriction of observables to a degenerate space of lower dimension is a well-documented
failure of most DSGE models.” (Geweke 2010, p97)
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”[A] strong econometric interpretation of DSGE models requires an explicit accounting for the
dimensions of variations observed in the data, which are not accounted for in the model.” (Geweke
2010, p97)
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[ p(m]A)p(m|y}, E*)dm 00000000000000000000000000000

0000000000 00D0O00O0O00D (13)0000000DLO000000DLOO00DDO00ODOOOOO
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1 Bh
M=——" —E;q ———
¢ ¢t — hey t{ Ce1 — hey }’

cooobooobooobooooOoobOOoOooO0oOo0obOOoOoOo0oOoOObOO0ObOOO0OO0ObOOObOObObOODObOObOOOn
ooooooooobooooooooobooboOoooboboooobooooooog

00000000000 [0,1]000000000000000€0,1]0000000000000000
0 K(j) 000 N(j) 000000000000 3(j) = [weKe()]?[[Ne(§) — NoJ]A*%,¢ € (0,1) 0000
00 4(j)000000000 A, 000000000000000D0O000 (TFP)00000000O0O0O0O
Ay = A_rexp(a* +e;),ee ~N(0,02) 000N, 00000000 j000000000000000000
0000000000 N(j) 0000000000000 000000000000000000000000
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0000000000 00000D00000 (accommodative) 00000000000000000O0O0O00ODOOOOODOOO
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