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£1: % axtae] AZd o) dol tha AE AT A% A

Standard deviation(%) Persistance
Common Sector Common Sector
™ components  specific  R? T components  specific
Aggregated Series
PCE Total 0.24 0.21 0.11 0.80 0.93 0.96 0.23
Durables 0.33 0.25 0.21 0.58 0.92 0.98 0.52
Nondurables ~ 0.42 0.31 029 053 0.76 0.92 0.28
Services 0.24 0.19 0.14  0.64 094 0.98 -0.65
Disaggregated Series
All  Average 1.15 0.33 1.09 0.15 049 0.92 -0.07
Median 0.75 0.27 0.71 0.12  0.59 0.94 -0.01
Minimum 0.23 0.06 0.13  0.01 -3.57 0.22 -2.21
Maximum 11.68 1.86 11.61 0.73 0.96 0.99 0.85
Standard
deviation 1.14 0.23 .13 0.12 042 0.08 0.49
PCE Average 0.98 0.30 092 0.17 0.50 0.93 -0.10
Average 0.88 0.31 080 0.27 0.60 0.94 0.08
(weighted)
Median 0.65 0.24 0.61 0.12  0.60 0.95 -0.01
Minimum 0.23 0.08 0.13  0.01 -3.57 0.22 -2.21
Maximum 11.68 1.86 11.61  0.73 0.96 0.99 0.85
Standard
deviation 1.10 0.23 1.09 0.15 0.50 0.08 0.55
PPI  Average 1.36 0.38 130 0.12 048 091 -0.04
Median 0.92 0.31 0.88 0.1 0.56 0.93 0.00
Minimum 0.35 0.06 030 0.01 -0.58 0.29 -1.36
Maximum 7.75 1.13 7.69 042 091 0.98 0.78
Standard
deviation 1.16 0.21 1.15  0.08 0.29 0.07 0.40

IStock and Watson(2002a.)o|A] A2 Q9 B4 3o g9l
ANA/N — I, b. E(F,F]) = Srp, Srre 4948 E 0 < jol
J_EH7]'3“2:‘°] ‘Azk|<)\<OOCT EtFtFt —)EFFE ;_é:
SAAM 2 2900 7198 WEAHL (NT) 'S AFRF/A = Spr2 A9 3ol
A7a7 whe st shalo.
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%2 0% JUw 245 ARUA
Panel A : All prices(PCE and PPI)
Sd(m;)  SA(N;C)  Sd(e;) R?  p(m) p(MNC) ple;) ACl ACI2 IRF6 IRFI2
Sd(m;) 1.00 0.79 1.00 -0.41 -0.61 -0.56 -0.17 021 -0.04 -0.53 -045
Sd()\éC) 1.00 0.77 -0.15 -0.35 -0.45 0.03 028 007 -0.59 -0.69
Sd(e;) 1.00 -0.43 -0.62 -056 -0.19 0.20 -0.05 -0.53 -0.44
R? 1.00  0.55 0.32 038 -0.13 0.01 0.18 0.12
p(m;) 1.00 0.69 0.58 -0.07 -0.02 022 0.12
p(A;C) 1.00 0.17 -0.16 -0.04 0.35 0.26
plei) 1.00 0.13 001 -0.16 -0.21
AC1 1.00 081 -0.34 -0.55
AC12 1.00 -0.08 -0.36
IRF6 1.00  0.86
IRF12 1.00
Panel B : PCE prices
Sd(m) SANC) Sde) R*  plm) p(NC) ple) ACl ACI2 IRF6 IRFI2
Sd(7;) 1.00 0.76 1.00 -036 -0.66 -0.63 -034 0.17 0.11 -0.34 -0.31
Sd(\;C) 1.00 0.74 -0.10 -040 -045 -0.11 024 0.16 -050 -0.66
Sd(e;) 1.00 -0.38 -0.67 -063 -036 0.17 0.10 -0.33 -0.28
R? 1.00  0.50 0.30 045 -0.08 0.00 0.07 0.01
p(mi) 1.00 0.79 0.65 -0.10 -0.14 0.25 0.12
p(A.C) 1.00 0.34 -0.20 -0.16 0.37 0.19
plei) 1.00 -0.00 -0.11 -0.08 -0.07
ACl1 1.00 085 -037 -0.57
ACI12 1.00 -0.25 -0.51
IRF6 1.00  0.77
IRF12 1.00
Panel C : PPI prices
Sd(m;)  SAN;C)  Sd(e;) R?  p(m) p(MNC) ple;) ACl ACI2 IRF6 IRFI12
Sd(mr;) 1.00 0.82 1.00 -0.51 -0.59  -0.46 0.06 0.13 -034 -0.66 -0.53
Sd(X;C) 1.00 0.81 -0.18 -0.24 -0.41 029 023 -0.18 -0.70 -0.74
Sd(e;) 1.00 -0.53 -0.60 -0.46 0.05 0.13 -035 -0.66 -0.52
R? 1.00 0.77 0.34 0.26 -0.02 020 0.27 0.16
p(mi) 1.00 0.49 039 002 026 030 0.14
p(NC) 1.00 -0.16 0.02 023 036 029
oles) 100 036 019 -025 -038
AC1 1.00 0.71 -0.26 -0.45
ACI12 1.00 0.12 -0.13
IRF6 1.00  0.90
IRF12 1.00
ARl MEAol 2 olul Brbel s A 94 2R 3
F2H Y YolA Tl LT wf AAT EFHEI A |
2 99 B d Az oM el SAE shotali tlol stk E e Bils
and Klenow(2004)9l| Al = 7] £2] Calvod 714 A2 23S £33 HE
A AEZ7 9 FAZE ok 24 =, ©] & &3 New Keyne-
sian 23 ol A &3] AF-E-5 &= Calvo FERS] A st 2AE B Y
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The Speed of Response of PPl to Commaon Companent
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The Speed of Response of PCE to Common Component
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Correlations of sector-specific components of PCE prices and quantities
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Autocorrelation of 7;¢ Price Response
Condition on shock (in percent)
Istorder 3rd order 6th order 12th order 6 months 12 months
Aggregated Series
PCE Total 0.97 0.91 0.81 0.62 -0.01 -0.04
Durables 0.97 0.90 0.80 0.61 -0.01 -0.04
Nondurables 0.97 0.92 0.84 0.66 -0.03 -0.10
Services 0.96 0.88 0.76 0.54 -0.00 -0.01

Disaggregated Series

All  Average 0.97 0.90 0.80 0.58 -0.03 -0.07
Median 0.97 0.91 0.81 0.61 -0.01 -0.04
Minimum 0.91 0.77 0.49 -0.02 -0.49 -0.69
Maximum 1.00 0.98 0.92 0.79 0.18 0.20
Standard
deviation 0.01 0.04 0.07 0.13 0.08 0.11

PCE Average 0.96 0.89 0.77 0.54 -0.01 -0.03
Average 0.96 0.89 0.77 0.54 -0.01 -0.04
(weighted)

Median 0.96 0.89 0.79 0.58 -0.00 -0.02
Minimum 0.91 0.77 0.49 -0.02 -0.21 -0.58
Maximum 1.00 0.98 0.92 0.79 0.11 0.20
Standard

deviation 0.01 0.04 0.08 0.14 0.05 0.08

PPI  Average 0.97 0.92 0.82 0.63 -0.05 -0.11
Median 0.97 0.92 0.83 0.64 -0.02 -0.07
Minimum 0.94 0.82 0.63 0.19 -0.49 -0.69
Maximum 0.99 0.97 0.92 0.78 0.18 0.16
Standard
deviation 0.01 0.03 0.05 0.10 0.11 0.13
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Secree Plot
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Mean IP with 3Lags

Mean PP uith 3Lags

Mean CPI with 3Lags
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E33 = AL A JA A &2 Yol sl PPIS] 3¢ R? 3
°] 0.84%, CPI:= 0.51%°] 1 48 9 852 A9 36 2= 0.57%
°} 0.432 st=h) bt A

744 o] ME oA T2 o] Ak o] g gt} o] of ulsl A N
A HE A FEREY HEA o] XA 3 vlF o] F¢ R? =
0.25%°l &3] o] & A7 o] AR 8h= ¥ F 0] 1-0.25 = 0.75%
2 = 2 sty 53] 2 vsdo] JA7HE o v)s)

8 Factors 9 Factors
Lag AIC SIC AIC SIC
2 -15.29671  -12.45684 -17.51894  -14.03138
3 -15.48349  -11.28366 -17.68821  -12.52175
4 -15.39739  -9.827942 -17.57002  -10.71274
5 -15.44494  -8.496108 -17.59057  -9.030422
6 -15.60799  -7.269895 -17.70177  -7.426546
7 -15.40045  -5.663093 -17.51215  -5.509511
8 -15.37294 -4.2262 -17.48387  -3.741316
9 -15.13399  -2.567619 -17.4195 -1.924374
10 -15.0537 -1.057321 -17.62526  -0.364761
11 -15.10851 0.328384 -18.05394  0.984887
12 -15.4025 1.485534 -18.7324 2.097889
13 -16.01548  2.334457 -19.86892  2.766116
14 -16.69617  3.126567 -21.2985 3.154742
36 :



F6: 3= GAAF O AdZH ol Aol b WE AT A4

Standard deviation(%) Persistence
Common Sector Common Sector
™ components  specific ~ R? T components  specific
Aggregated Series
PPIL 0.70 0.64 028 0.84 0.49 0.58 -0.21
CPI 0.34 0.24 024 051 023 0.44 -0.19
CPIcore 0.22 0.16 0.14 057 053 0.66 0.11
Disaggregated Series
All  Average 2.36 0.95 209 025 0.15 0.49 -0.01
Median 1.50 0.69 1.21 0.20 0.18 0.54 -0.00
Minimum 0.17 0.05 0.13 0.00 -1.58 -0.50 -1.49
Maximum 22.87 6.74 21.86 0.83 0091 0.92 0.77
Standard
deviation 2.95 0.91 286 020 0.34 0.24 0.30
PPI  Average 2.11 1.08 1.74 031 0.21 0.52 0.01
Average 1.56 0.92 1.19 024 0.14 0.32 -0.00
(weighted)
Median 1.62 0.86 1.21 0.29 0.27 0.55 0.01
Minimum 0.26 0.05 0.25 0.02 -1.07 -0.26 -1.21
Maximum 14.98 4.32 1472 0.78 0.65 0.85 0.44
Standard
deviation 1.75 0.80 1.64 020 0.26 0.20 0.23
CPI Average 2.52 0.87 2.31 022 0.11 0.48 -0.03
Median 1.43 0.58 1.20  0.15 0.14 0.53 -0.02
Minimum 0.17 0.07 0.13 0.00 -1.58 -0.50 -1.49
Maximum 22.87 6.74 21.86 0.83 0091 0.92 0.77
Standard
deviation 3.48 0.97 338 0.19 0.38 0.27 0.34
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27 8% 499 2RS4

Panel A : All prices(PPI and CPI)
Sd(m;)  SA(N;C)  Sd(e;) R?2  p(m) p(N.C) ple;) ACl AC12 IRF6 IRFI2

Sd(r;) 100 083 100 021 042 -039 -031 021 -002 -0.17 -0.3
SA(N,C) 1.00 078 022 -0.18 -038 -0.14 -025 -007 -022 -0.20
Sd(e;) 100 028 -045 -038 -033 -020 -001 -0.17 -0.12
R2 100 045 000 029 -009 -0.14 0.1 006
plmi) 100 054 088 015 003 -002 -0.06
p(X.C) 100 032 025 007 -000 -0.03
ples) 100 0.1 004 -006 -0.09
ACI 100 070 -0.07 -0.06
ACI2 100 -0.09 -0.09
IRF6 100 0.96
IRF12 1.00

Panel B : PPI prices
Sd(m;)  SA(N,C)  Sd(e;) R?  p(m) p(NC) ple;) ACl AC12 IRF6 IRFI2

Sd(r;)  1.00 0.4 098 007 026 -0.13 -0.14 -0.13 000 -0.05 -0.06
Sd(N,C) 1.00 060 047 010 -0.16 011 -0.15 -005 -022 -0.8
Sd(e;) 100 023 -034 -0.10 -0.19 -0.10 003 -001 -0.01
R? 100 052  -004 029 -0.16 -0.19 -0.02 -0.08
p(m;) .00 047 073 012 008 -0.14 -0.16
p(N,C) 100 009 023 014 -0.14 -0.10
ole:) 100 004 007 -0.10 -0.11
ACI 100 074 -0.10 -0.09
ACI2 .00 -0.12 -0.13
IRF6 1.00 097
IRF12 1.00

Panel C' : CPI prices
Sd(m;) SANC) Sde)  R?  p(m) p(MC) p(e) ACI ACI2 IRF6 IRFI2

Sd(m;) 1.00 0.90 1.00 -026 -045 -045 -035 -033 -0.05 -023 -0.17
Sd(\,C) 1.00 0.87 005 -030 -048 -023 -035 -0.07 -022 -0.14
Sd(e;) 1.00 -030 -046 -044 -036 -032 -0.05 -024 -0.17
R? 1.00 042 -0.01 029 002 -004 023 0.20
p(mi) 1.00 0.56 092 023 003 0.04 0.00
p(N,C) 1.00 039 032 005 0.06 001
ple;) .00 0.19 0.05 -0.04 -0.07
ACI 1.00  0.63 -0.04 -0.04
AC12 1.00 -0.08 -0.08
IRF6 1.00  0.96
IRF12 1.00
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PPI: Sector-specific PPl Common component PP Monetary shock
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The Speed of Response of PPl ta Common Component
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CPI Speed of Response

PPI Speed of Response

to Common
Component

to Specific

to Common
Component

to Specific

Component
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Exchange rate Dther Intrest rate Spread
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£9: 7% 53480l O3 & 28 HAARY FHANS
Autocorrelation of 7 Price Response
Condition on shock (in percent)
Istorder 3rd order 6th order 12th order 6 months 12 months
Aggregated Series
PPI 0.98 0.93 0.87 0.75 -0.02 -0.03
CPI 0.94 0.79 0.68 0.49 -0.01 -0.01
CPIcore 0.97 0.90 0.79 0.59 0.00 0.00

Disaggregated Series

All  Average 0.97 0.91 0.82 0.65 -0.01 -0.02
Median 0.98 0.93 0.85 0.69 -0.00 -0.01
Minimum 0.77 0.55 -0.07 -0.25 -0.58 -0.79
Maximum 0.99 0.96 0.91 0.78 0.44 0.88
Standard
deviation 0.02 0.05 0.09 0.13 0.13 0.20

PPI  Average 0.97 0.91 0.81 0.63 -0.02 -0.04
Average 0.68 0.64 0.57 0.45 -0.03 -0.05
(weighted)

Median 0.98 0.93 0.85 0.69 -0.00 -0.01
Minimum 0.77 0.55 -0.07 -0.25 -0.58 -0.79
Maximum 0.99 0.96 0.91 0.78 0.42 0.88
Standard

deviation 0.03 0.06 0.12 0.16 0.14 0.21

CPI Average 0.97 0.92 0.83 0.66 -0.00 -0.01
Median 0.98 0.93 0.85 0.69 -0.00 -0.01
Minimum 0.82 0.61 0.18 -0.06 -0.50 -0.71
Maximum 0.99 0.96 0.90 0.77 0.44 0.76
Standard
deviation 0.01 0.04 0.07 0.10 0.13 0.20
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Industrial Production

Federal Funds Rate

Price Level {log): PPI

= Baseline Favar (I factors)

== =%AR (Indus. prod., PPI, FFR)

—%AR & 1 factor
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24 36 43

Industrial Production
12

== =%AR (Indus. prod., CPI, FFR)

— AR & 3 factor

= Baseline Favar (3 factors)
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Abstract

Factoral Analysis on Korean
Inflation with Multi-Sector DSGE

Soong Hwan Yoo
Department of Economics

The Graduate School
Seoul National University

This paper shows that the synchronous facts of flexibility of disaggregated
prices and aggregate price rigidity is extant in Korean sectoral data.
Factor-augmented vector autoregression is applied to various Korean
macroeconomic indicators to distinguish and document on the effects of
sectoral idiosyncratic shocks and common disturbance. The empirical
results shows differential response of disaggregate price data that large
fluctuation occur promptly due to sectoral shocks and from
macroeconomic and monetary shocks, responses are gradual although
persistence is relatively shorter to US individual price results. Since the
volatility and persistence of individual consumer price index shows
negative relation, the Calvo-type sticky price can be applied to Korean data
along with additional assumption such as existence of segmented input
market. These results should be considered while using Korean
disaggregated data for sticky price model in analysis of economic effects.

Keywords : Aggregate Shock, Idiosyncratic Shock, Sectoral Data, Price
Stickiness, FAVAR
Student Number : 2010-23018
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