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[Abstract]

Time—varying Effects of Interest Rates, Global
Supply Chain Problems, and Its Associated
Uncertainty During the COVID—-19 Pandemic

Insu Kim" - Sungjun Huh**

This study investigates the changing dynamics of the Korean economy in the
aftermath of the COVID—19 pandemic using a time—varying parameter vector
autoregression (TVP—VAR) model, Bayesian estimation results indicate that the
response of core consumer prices to interest rate changes nearly doubled during
the pandemic, with the effect intensifying in line with the Global Supply Chain
Pressure Index(GSCPI). While GSCPI shocks exert stronger upward pressure on
prices during the pandemic, their negative impact on output growth is somewhat
mitigated, likely reflecting the Bank of Korea’s expansionary monetary policy
stance, In contrast, GSCPI uncertainty shocks produce effects similar to adverse
supply shocks, simultaneously driving up inflation and reducing growth, These
findings suggest that aggressive interest rate cuts in the face of supply chain
uncertainty may exacerbate price stability, underscoring the need for a more

cautious approach to monetary policy.
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