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APPENDIX B: THE OPTIMALITY CONDITIONS OF THE NK MODEL WITH A REDUCED NUMBER
OF ENDOGENOUS VARIABLES

1) Theory with z; = (o, 7, 14, 7).
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2) Theory with z; = (04, 74, 104).
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3) Theory with z; = (ry, 7, 1¢).
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4) Theory with z; = (o4, 7).
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5) Theory with z; = (g;,n¢) (assuming 87! = (1 — p, ). + py.).
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APPENDIX C: ADDITIONA

L GRAPHS FOR THE NK MODEL
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Note: Parallel lines describe 95 % asymptotic tunnel for the hypothesis of zero autocorrelations.
Figure C.1: Autocorrelation function, innovations in (Ot, T, Ny, rt) system.
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Note: Parallel lines delimit the 95 % asymptotic tunnel for the hypothesis of zero autocorrelations.

Figure C.2: Autocorrelation function, innovations in (o, 7, n;) system.
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Note: Parallel lines delimit the 95 % asymptotic tunnel for the hypothesis of zero autocorrelations.

Ficure C.3: Autocorrelation function. innovations in (.. n..r:) svstem.
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Note: The dashed regions report the profile of the identified set. The solid line reports the responses in the DGP.

Figure C.4: Responses to monetary policy shocks, (y;, m, ng, r¢) system.
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Figure C5: Cross correlation function, innovations in (g, n;) system and structural shocks.



APPENDIX D: THE (LINEARIZED) EQUATIONS OF THE EXTENDED [ACOVIELLO MODEL
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Note: The solid blue line represents responses to preference shocks in a theory with 5 disturbances. The red dashed
lines represent the 68% highest posterior responses to an identified house price shocks in a VAR with five variables

and data simulated from the model with 5 disturbances.

Figure D1: Responses to a Cholesky identified ¢; innovations in a 5 variable VAR and theoretical
preferences disturbances.



APPENDIX E: THE

Yyt + fizedcost =

¢t + leverageratio(ky /rry)

Wt

vfy =

expv flsigma; =

weng =

rrke k up k ki1 =

qr * deltauprimes x ug x ky_1 =
ky =

deltau; =

deltauprime; =

sdfy =

@ =

op(pies/piess — 1)(pie/piess) =
profity =

expre; =

expre2;

varexrpret

a

volag

Zt

€t =

EQUATIONS OF EXTENDED BASU AND BUNDIK MODEL
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