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[Abstract]

An Analysis of Korean Business Cycles with
an Bayesian Nominal Rigidities Model with News Shocks

Junhee Lee*

A DSGE model, which incorporates news shocks, nominal rigidites, and Jaimovich
and Rebelo(2009) utility function, is constructed and estimated with Bayesian methods
in this paper to assess the importance of news shocks in the Korean business cycles.
The analysis shows news shocks can somewhat improve the fit of the model to the
data in terms of marginal likelihood. It also shows that the significant sources of
interest rate variation are monetary policy news shocks and thus monetary authorities
need to communicate efficiently with the public to reduce the variabilities of interest

rate and business cycles in Korea.
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