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Estimation Results

Sample Period : January 1970 - December 1974

(A)
ARIMA(2,1,1)

Parameters
.3597
-.4065
AR 2 (2 8)
~. 2011
MA 1 (0.8)
1.3114
Constant (5.5)
SSR 23.297
7,

SSR: Sum of squared residuals

0% Residual variance

() A t value

(H#) Hammond ( 10

(B)
ARIMA(Z,I,O)

.5197
(4.6)

-.4527
(4.2)

1.1687
(6.4)

23.468
.398

* Jobzif, (B)RBKNL I ARIMAEFAVERFL TV 3,
x;=0.5197x;.,—0.4527x; . , + 1.1687

(4.6) (4.2)

@ (7=F50 77 FeL—1};
RFF) Cri-TEETRELZHAT 28K
TEBAE AL G, $2R8R),
ZOBEEERREAVTFRIE T,

BMEFADAT 4 — < AOHBILE
3RDLBYTHS, T, RMSE(root
mean square error) D THSB L,
12AEDOFRITRMEFAMCKERE
BRnWbDD, ThivEW3»A%E
TFHL 6 2AKXTRICLNTiX, FRF
EFAC X B FROHGM & EEEE
WhDERESTWD, £, EHRE (M
E) Ol cis L, BRIIEF VTR
KERREVEL->TWRVWOEHL, &

(6.4)
COPT tiE)

BEEREO TRz, 28fMicE->T
BAFRER> TS, FRBEREEN
Borgtr—=20Bph, -2
e F 2, ThbbAEERCIIES
ExERALTVWBORML., BEFIEF
NTENEERERAV R, 28
B LA O TR 3 T2 W LAETo T3
HEE->TFRIL 2 (ZHhITHERESY
o774 F0 72 YT B LD
Wz, ERRA—-v e FRMTHRT
BLOF2 ) bbbt B
EFADRAT 4 —= o ANRFER-T
w3,

ZH Lz &6, Hammond 3%
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Dependent Variable: Aln M1
Estimation Period : January 1970 - December 1974

Aln Y (ZHGNP)

Period t .1391 (2
t— 1 .1312 (4.
t — 2 .1226 (6
t — 3 .1134 (17.
t — 4 .1035 (35.
t — 5 .0929 (9.
t — 6 .0816 (5
t — 7 . 0697 (3.
t— 8 .0571 (3
t— 9 .0438 (2
t —10 .0299 (2.
t —11 .0153 (1.

1.0

Constant -.0020 (5.

DW =1.65

SEE= ,0028

() i t value

(Hs) Hammond[10)

FleFac & 3 FRIE T FRIOHEH 72
ERS Mz, TROFEE(easy to
do) BBAT, Z 9 LFHRIFHATF
B0 62 PRIFHRE L CHEHE
+5] LRERSTITHBEEY

(@) causalityRFRE~DIEHA
4. causality BEE NI

BRFASFRLELEvbY 3 2 B

B “causality ” ORIEFICHWOR S

.9)

1)

7)

2)
4)
1)

.3)

8)

.0)
.5)

2)
9)

6)

TFTNe.
Aln RFF (7 7 > K« )
e T
-.0033 (1.6)
-.0041 (2.6)
-.0047 (3.9)
-.0050 (4.8)
-.0052 (5.0)
-.0052 (4.7)
-.0050 (4.3)
-.0047 (4.0)
-.0041 (3.7)
-.0034 (3.5)
-.0024 (3.4)
-.0013 (3.2)
-.0485 (5.0)

Z ZTwH causality” £iXGrangeric X
S>TRERLLLDT, T #LRTVH &
FTHEIRD LS REKRTHS. Thbb,
ER XORRMEE: FRIT 2B/, X0
R - BEFEBOAEACTFRTS LY
b, toERKy 0BE - BEEE LAY
TEHBFROBENDP 225 (IR
WTFRINEREL 2 5) BEEC, yhbx
~D" causality ” BFFET B & v 5T

(B19)

= DR, BE OHBREST LERIS L 047+ —< L ROKBRIZ OV Tk, Nelson

(21), Ibrahim and Otsuki (22) EOHELH 5, FhizL 5 &, BRFIE Fic k5 FRIL,
FMPEFAE< s nftBREF AV ONEERICERIEL 5 2 /- post sample-ex post FHiC
T+ 5 THAE LS Z LBALNIERATNS,



($E3k) BEREEPRLBRITTAORT 4 —< 0 2OHE

Fom OB =k B
(Mi, $ billions )

Forecast Econometric ARIMA

Origin 1 m. 3 m. 6 m. 1 m. 3 m. 6 m.

1974 December -2.8 -4.0 - 3.8 -2.0 -2.7 0.5

1975 January -1.6 -2.2 - 2.3 -0.3 -1 1 2.5
February 0.4 0 - 1.7 0.5 0.5 2.8
March -1.0 0.3 - 4.0 -1.5 2.4 1.3
April 0.7 0 - 5.4 2.1 3.8 1.5
May 0.7 -1.7 - 6.3 1.2 1.6 0.1
June -1.4 -4.3 -10.0 -0.8 -0.3 -3.3
July -1.1 -5.4 -10.5 1.2 -1.0 -3.3
August -1.8 -4.5 -10.2 -1.0 -1.6 -4.3
September -2.5 -5.6 - 9.0 -1.0 -2.5 -2.9
October -0.1 -5.0 - 4.9 1.3 -2. 6 0.7
November -3.0 -5.6 - 5.2 -3.2 -3.6 -0.4
December -1.9 -3.3 - 4.3 0.5 0.1 1.6

1976 Jammary -0.7 0.2 - 2.5 -0.2 1.7 1.4
February -0.6 0.6 -1.9 -0.3 2.6 1.8
March 1.6 -0. 9 -2.8 2.4 1.5 0.8
April -0.3 -2.7 - 2.4 -0.7 -0.5 0.3
May -2.2 -2.5 - 3.7 -0.7 0.6 -0.1
June -0.2 -1.9 - 1.4 1.5 -0.4 1.6
July -0.1 0.3 -0.7 0.2
August -1.5 -1. 2 -1.3 -0.1
September 2.0 0.5 3.1 2.0
October -1.7 -3.0
November 0.1 2.5

ME -0.8 -2.2 - 4.9 0 0.1

RMSE 1.5 3.1 5.7 1.6 1.9 2.0

* Actual—Predicted
(H8h) Hammond [ 10]

(H20) ZheBEFERCRBRTZLROLBYITHE, thbb, £,(1,) & tEAICET 32T
DR I &7 xpry ORBRTPH, TOBREE ey (1) = x4 — (1) &+ 5, B
ZONHIZ o (1) =var (e (1)) T Iy —y, BHRI y UAOHBTH S L5,
FOLE, o (Iy—yy) > 0 F(Iy) BROLTHIE, vy B xy~D causality 2 b5 EEE
+35 (6],



causality # Pl & PEBETERL T
WBDILBENTRED D w;tﬁﬂém(}iﬁ%
Lied, LVIBECESLHDTHS.
el zid, KBTHERBREHL TH
HLIELLTBLERNRL-TLAHZ L
BEN, LizhoT, REZEREE A
ECThRABENHEL FTRTAID L
HRBRELE V) ATHEL 250
Y v, ZDEA. Granger O
B X hiE, BRER» S A EBEA~
» causalityNFEET S (BREBHELK
HCehERBIER) cLchb. Th
2. BEECH BARB/RLFIC TR
W, SRFTCHLTRBOTFREMS ¥
THBRARERL>TLB0H6THD, L
L, HIETREMRERL TARTHAER
Bicizbh b, ERVRAIEREE
BT — # DRI BT 5Granger®

(B13ED
a(m)
() y—x~04 30 RIS
®
m
(i) x—=y~DA v v EEB
ﬂ(m)

©

Ao

%

EIETO causality DRI EHEA LT T
W { LT “EDy causality CESET
B2FHER RN L BBRBEh TS (4.
W1.8R. ;

GrangerDEKTD causality ¥ R
T3kl o 2 FRBERFE T
VEHEL., A v AR EBROTR

(813 R ET~THIUL LN (450,
ek, 2 BEFE O RERZ2BfRIC OV
Tik. 2EBRRAEFADETA b«
/A4 XOEEAHBBROFEEC L - T,
FRICEBIL TWA0E 5 h e
Z5M, causality?® FEE 2Tk
B+aZLXTERNY,

2 BRFERSE T AIC X B causality
BRAEEAEZ . BEED causality DK
AREETX 5 L[FIRFIC, causality DR
ELREBTE LW IRENDS. bo

causality ¥Ilini=w 1 o v 2REER OR (58 MBR)

m)

®

ﬂ(m)

@) o). ©Tik, HECEBFBHLAD.

o(BL (D)Tits "

BEBHLAL N,

(#21) Granger OEK TO causality i AHFTENOEHR TO causality (AREFK) RIS B R M

Th > THH&tE iz, BEED causality Qi TRREEHEOMICHETTEEOBEKR LS

FRTVENH6TH S,



(Fak)
2EROME

1. x& yidhsz
2. Flli#ﬂ‘]’causality (27

3. FEEEYTR . xH 6 y~D—FFRAD

causality

4. FEETHY, BOxnby~D—FE
[@) @ causality

5 FEEEETHRL. y 26 x~D—FFRID

causality

6. FRBTHY, oy b x~D—FF
A7 causality

7. ARETRS xEyRT - K8y 2% e

8. R THY, moxbyid74—F

Ny ¥

2 EREFRFEFMZ LB causality DY %

KTA b 74X R T 3-8

o | B B o®R
........... E .. @i’ﬁi()\@
........... %‘ ®HJZU: @
........... #‘g ©*5Jl():®
........... ﬁ ©55JZU:®
........... G eeeeeeennienns @foJ:U@
............ - BENRITRPPTPR P @}51()(@
............ ﬁg cerrecsesaeaeas @’}5&0@
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x 74— KRy 7 lid, BELHIMEKFERTH S,

b, 29 LFETE®HZ 000
ko4 v AR RE RS2 T ORI
KE-T, B2 0CRBZLIRTH
D, EOE%RTIRHIBED y— x OF
B, b5 x->ynEERHZIIK
HRBIH, BHCWE, Bedbsid
BEOMEERGFEERAFEET S Z L Lis,
R-TEBLEEy-> xOFREX>y O
BROELL—F N, R - &Y

LEBREb>TWBDERL, fin—
FHH 0 IFWFEA K [ unidirectional

causality | TH 5 LM+ 0EN D
5, B3R 1 BERRFEFAMCESD cau-
sality B3EiC X > T unidirectional

causality ’H 3 LHifshsny, =
DX —2CHY T3,

bobb, TKBAET2EREBRY
ETNOHEEFEDRNL T ol
Dy EFT2OoNEREEK 4 1 BRFER
AEeFNERRLTEAYL b )4 X%
BHL, 2204k 94 b+ ) 4 IHHEM
DBERT causality & YW+ 3 Hkan &
BRTERk. &5 Ltk boic
Sims'test™® %> Haugh's test [ 23 )
BdDB. RTA b+ 74 ZHEROBE

% Sims' testiX[EMRRUC X V., Haugh's
test RHEMEEAKRKEHCTHER
5,

(B22)

bHhBA, T LEFER2EREIERERTHAZLEHBLLTVWS, 2B, 10

RSB OBRIT, BIETIEEODEOBHNGKRE T 0EELZ T 5120, WEKOHAL
FRELTCHORIETALERSH S, LV EFRICE () OR<3 (v —F5R ) 2154 &

W,

(HE23) Sims’ test T2V T (2 BW, %, Sims FHVA b/ 4 XEBE-DDARET
NET—FhOEEHNE T, BECERNCBVWEREBLLOEHAVTRY, 20K

ad hocTh 3 L LTHHENA TV S,



Haugh(z & % causalityBRiE »FiE %
BrRBE, KOEBY.
O ERLRERFAX, yZoWT, LI
BRERRRFIETNVERET S,
@ HELIHERAETFALECE->T1H
RFRETV. ERELOREORIE

EBZ(xBLVyDBRERFIZU.VETS),

@ u.w OROMEEHEBREK (oyy (o)
H5FXEQBW 2HEST 5.

@ Py OO VTOFERERIE & 70\
ZORERN B causality 2555 RiCfEn
YT 5. i, BRERED 2D OHK
AHEEL T, BIR (3R (E18))
» QR RV E A5,
v, causality BREE » B &H]

FFRFE 7N % causality RIEC A
L7cHliz 3% < & 5 »5, AR TiiPierce
and Yang® [ Monetary Aggregate

. FEMTRL, xhby~n—F

R Ry

(B5%) HEMEBEMEICE S< causality DHINTIE#E

2 BROBR LM%
K& IHIT o oveererrreen e LTHLIZHONT, puv(e) =0
FIBFHY causality DF woeeeeeeesesesens Py @O0 Tho, £TNE =0

oW T o, 0)=0

£>0onTp (e)s;or&; 9.
1oL <0 gy @

FHH D causality

. FRTH Y. Doxhby~D L2012V T o, O)=0THD,
—FHE D causality ML OIDONT py O =

. R TRS, YL x~0—F £<0IZOVT Puy@ =0TH D,
HO causality 1L >0I220T oy, O=0

. R THD, Doyhbx~D........ ZSOL_")IJ\‘Cp O =<0THv,
—}4HH® causality 78>0z Ouv@=0

. TR, xbyR 7 - Fo L>0BIVTEL<OIZONVT
Ny ﬂuv(g)ﬁﬂ 0

R TH )y POXEYRTA 2 TOLIEANT puy @) =0

(#) ® u; xDARMAEFANLOBWE
vV,y®D ”
® £€;u, vioHELBEEE%NT 7 HE
® 0, @)iukvenMO LT FROHEMRRK (PED u kv, LD

HE PR
Thbt, £ >0084. unBREHEL v ORRECHEEBRK
b<omnr wuo n rtvoREE ”
C=0m n wi&vioREHO : "

@ Z »FEix, Pierce and Haugh (25] IZ X v iRk

(B24)

Z OBREOQFEEHRIZ, BOHBEEKIC VW T TR L, m‘ﬁmﬁﬁsﬁ&t:owr?fﬁén 3,



Targeting in the1970’s; A Time Series
Analysis | (9) LB+ RCERT 5.
Z ORI, Haugh's test #ffioT
KB F R B 70 £RA Y B T HELRTIC
HBIL Cex—3 7541 2LMBIROH
FIEAE ( intermediate target) & L
T, ARXHALBY, LVERTZXS
ChofehEIDERIEL TS, 00X
9, FRBAGBMBEOTHARLLT
2 X—H 7T LBERL T 55, &F
RYERL TV In e EROKHT— 2%
AnT=32—4 754725507
‘7 Ko v— hDcausality ZRRIET 3
TERI->THEBAHCARTHILLD
Thd, THbL, REeFr—%771
¥y— 4y b LTERLTBNE, <
F—=H7IA BB L &I EE R
vXx—H 5L ORBEBCRET e, F
RBRE7=F3n0« JF7r K L—}%
23x—¥ 754 L A—FHCHET S (F
2, =2 =47 FA DHUHPBKIC
3L, 7xFF N TR L—L %
BlEFB) Labhan, £ —4 7
SAMBET=F TN T7 L F e L—b
~D—FHE D causality PRI TE S
RFTHS (L. FRBA<=RZ—¥
754 DELEFRRFEEIEL. »oFh
PRIICE T+ 558 KR <.
ZHLREN D &€, Haugh's test
OFFEHE-T, TTRF—# (61
~6THERLVTO ~T6 FENDAKRT —5)
EEERRRIIETBeE, BF—40
MEEL-b L. WA BRI
5. KIZ, WHORRFIDOARIMAESF

NERETDH. ZOWEL LTI 5
MEE->TIHEFRET., ERKE
EDBELLTHRIA b o 24 XDFRF
EfEolch &, HAMBREKEHE TS,
FEBeRIM BLP7=F50 77
YEev—=}bDFETAL b 24 ZXOFED
FEMAEERE, M, BXU7=F50
cTF7VReb—bDKRIA b )4 X
DROHEERREL ERLIELNTH
5, 778077 A /E T =F 0.
77 Ko b— bR —F7F4~
M causality R L, <A 2 flizdfiic
TR=YTFTAPET =TIV T 7
K« v— bk ~®Dcausality 7%, Q&
AR HMCcEsHAEMRBRECEE
HERDBLDDLDTH B

3, 2F0Y - FR XU /iM%
BLIEX—YTF54ET7=F 507
7 Fev— bR 5 QFE
Bx45L, M1, M: &bI2608 R
BT 755077 K« bL—}
EREBERBRIEAS AT Hic 70 ERic
TR BREA LS. ZhiX, cau-
salityo HRENL & b H<. /el & H60sE
RCEvFX—FFS54LT725F50 7
7oy FEev—bEenBlciZiz-&0 L
BfRIZ7e <, T0FERICAD LFHH OB H%
BTTETNWDIRZIEBRNEZB ZLITRB,
wic, @077 (V—F) HEoME
FEBRMRE R 25 L. TOERCB VTR L
BADT FHBCECT, FECEHVWE
DB B 6K «A) ZRLTHY, ¥
Y — FHART 38 VAR & R R%
RELRWZ LMD, =X —H 7545

(&25)

B, TORXTIR, V-FiI770xhFhofificon T/ v —7L LTOFERIR A

TELHY, @eny —F (Bsnwid7 /) HMoHERBERECE B2 2282 LT, 3
BL - EHEBREOSE 0.12 TH B LERLTWEET CH B,



57 xFTF T L—ph~D— LETF3E5CBTWBLERTED L

FHHRED causality PRI T &L Sh EhTW3. —F, 60FERICIBN TR,
T3, Zhit. HEAOTEX—¥ 75 5 LeARRERR VTR oBEI S
ADHABE, ZhEMADHIZFR BHlbhrv, R, 25 LIER»6
BR7=z5F5n 77K L— &5l AT, FRBIR7EERIZA > TH 51360

(B6FK) =X—¥7IF4( M1~ M) &o7z5F50-77F
v— b ( RFF) OHEHEERK

LAG RFF/ M1 RFF /M2

1961-67 1970-76 1961-67 1970-76

-12 -.04 .06 -.07 .09
-11 -.01 .02 .00 .01
-10 .10 -.01 .14 .01
-9 .14 .17 .11 .06
-8 .08 -.02 .03 -.12
-7 .01 .17 -.05 .10
- 6 .21 -.01 .24 .07
-5 -.14 -.07 -.11 .02
- 4 -.04 .01 .03 .05
F -3 -.03 .06 .05 .07
-2 -.25 -.02 -.30 .12
-1 -.05 .58%* -.20 .46*
0 -.04 .04 -.03 -.32

1 -.20 -.15 -.17 -.29
2 -.02 -.12 -.18 -.29
3 -.14 -.16 -.01 =.13
4 -.10 -.11 -.03 .06
5 -.13 -.07 -.12 -.08
6 .01 -.29 .11 -.13
7 -.06 .05 -.02 .02
8 .12 .02 -.02 -.13
9 -.05 -.02 -.03 -.04
10 -.05 .00 -.02 -.06
11 .10 -.19 .06 -.16
12 .09 ~.18 .09 -.11

12

QFHE= aniz(a) 23.65‘/ 47.8b/ 27_52/ 45.69/
=12
a/ insignificant at 25% level

b/ singificant at 1% level
( tH# ) Pierce and Yang ([ 9]



ERLIBE-> TR 754 2 &R
HORELLTERELT =50 7
7R L—bEBRELTHE, LR
ABRIETE LR ST OATVS,

. BHERESR L ORR

AETIE, RIS O BEE ST
4% implication&x ()T ~<7eh &, (2)
THEHE OBEROBTRE LS HOHHIIC
TS,

(1) BRFIGHOFHEEEDICHT S
implication

A, FHEEFE ST R T 5 [FEIAERTREME ]

LB 94
GFHEEEST BT 5 [EIEFTEE] D
=33

BB ST I LRERFI ST C L,

FRPETIW L L TCERER IO

X, AnonsEF AT identify ” ¥

ERboTRThiEkolznEhb,

identification OB SAYCIT—IE

2 BB BPOB 1 X, BERE

FAOE (EEh3EEPROH) &R

FZ EZhH B (model identifica-

tion). 2, EF OB EL LR

TREBE, TZRBERDE AT 2 —F—

(structure) Z—FEMICRDZZ LT

225 (structure identification)

{26)271.

HEEESFCRV TR, ETEFE

RREEAL VWL EREZIC X 5 Ta priori

i (BRSheF— & L) =57

WOBRBRED L, £FDOEF A Egiven

LLT structur\e identification (&t

BEFE T Y VBRI OFTEEE NS IR
I35, ZL Tstructure identifica-
tionD ARtk B X b i £ F kit
INEEHOBCX - THREBLERS
£28].
ZDZEFRLELERDL 5 eEHE.
Bhra R B3 2 BRI X - TR
ha, ¥Hbb, 2 TREER»O TR
1), @QXTRDLENZEFAH a pri-
ori iR 645 (model identi-
fication).
1) Q.=1(P. B, ) BEMMR
(2) Qp=f(Py . By ) PLiGHI#R
Q;BEEE )
Qv; ik #8 &
P. ; Bl
Py ; Btiafliks
B, ; iSO BB KB 5
=R

B, ; MEBLASL o 4G i B 5
\ HH J
ZDL &, structure® identifica-
tion C2PWTRERNDEIHICEZ OIS T
bbb, BUARKENT, 5% B,2t5
Abhlcl ZnFEEMRE ILT 5L,
B, "&b+ 5L FEdKRII.LV
LEMT B, g B, OELIZIE Ut
MRHRS 1. 2, 3, 4 LB T 5L,
RECEBEND P, . P, P;. P,
RFEEBRTLBHEERT LR Z D%
ETE MBS ERMNT 5 Z L 3RWRE
ThHo. Fic, Z2ORKERALZER
BEglnwieLTh, BE5BORE P,
B OB ECHBFRIERARN,

(B26) bobtb, AICEENEZ FICBWCREEIRBOICRES N S(20)1. BLU 40)

v, Bf).
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(s HE (29)

Wi, BIRENEE - s 2 FEX
LU T, —F DA BsRIC D B ET
R&EMA B, —F, THEMBRIINEEK
THAMENPACL >TREERZ LD
15,

(1) Q=2a,+a,P

(2 Q=bo+ b,P+b,R

P. Q;ffiki X R (RETEO

[R BB 50 EEH

ZOBEHBISEN X 5 c(V)Rik v 7
FEF, @QARDORSB R, » R Rs &
lhthid, @QRixv 7 b +5020H, &
BRRFEZQOR0S zedhy, OXZTR
HWBIRTRE & 72 5 (QRRZFBIFRETH Y |
ZHhEHBIRBC T iy, 518
DNEEBEBATILENRD B).
(B¥ o TH4M] L causality)

LA Lo, SAERREBEHR
Wil 5 a priori KR, ZhEeF
NCLBERE I EASAL I LiCEoT
FEBZ structure Midentify TEx 3¢
EZZTENTHA I 9. i 2dBipo
BLOFT, REBEFORDIEE T2
bLERERLEL LY. HEEESITC
BWTiR, RIMRomIAETELL

(B BHFREDH (2ROHD)

RFN)K
R=R:

R=R:

®)=

(H#v MR (29)

THEbOhTE, LhL, b&b LB
HRIEESRT 2 b b NETE OB
EHRRHB G, 15 10ORMTEECENT
BRERES 1 TONFEETH S, -
TBSRERRNAER K & EERICES b
DTHHILBLTLLZZIRVDITTH
5. HROHATHZITRIEZPRQOTIL
KHYBENEL TEESh TV
BB DTHB, 5L TB LR
EEHBEIT 52 L d—RICRATRBE 2 5(E
14 L RROREHEB) . wodzh
. REBFEROFHERHFSI CRALE
BeEnTE2A, Eixstructure iden-
tification K LEREREMI TV
W (RRASGITEERT 55E R eco-
nometric exogeneity ” [30]&v 5T
Wa0iIEZ 9 Lk a priori RAEMED
CEThB). EORMRAEED b e
ALY BEETH->THERBLTL
bEIESHCR N THEERKIC Y 53
LR O VWE ) gtructure & identi-
fy T3 D LBELAETEIX, #icko

(¥27) LEEOBEAHEEESWOLFERGRILCH 5 [FHEBEEFEOMEE ) 25T LU
LIBIZIINTERZI L TH B (29), FOBEK TR LAREZFTLATW B EESHH 2
BREZOBES| KBETE L ~12EV > RERTHS I,

WFhIZEH &, ABTY ) THEREFSIT] Lit, ZRITbATWREREMMN, L ud



TEDXI RFRTEHNIATHENE
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s UBEEOPNERRCESEY 55
BREEE»OCREEBEZITRVENS
AR E B> T BhENC LT
ROLBNBRERDTHE (ZhiEYR
LTEFAEE-TBA I, Pz
TH LRI N SBORHFIR. ERCE
RPMTONICFREOPR L RRZER
inds),

RIS EREIR 0L ICE
FBEI 2 priori ik 52 6h5 LR
BErrohv, LA structure®iden-
tification MEHE L Eh 3 =FN OF
WO NWTTELILEITFFz v 7 LTH
BREZLEZD, MULPICERNTE
ROVWEREINCIBNT “EHOL EF4E
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. all existing large models adopt an a priori classification of variables into the
categories of strictly endogenous variables, the yt’s, and strictly exogenous vari-
ables, the x;’s. Increasingly, it is being recognized that the classification of a
variable as “exogenous” on the basis of the observation that it could be set with-
out reference to the current and past values of other variables has nothing to do
with the econometrically relevant question of how this variable has in fact been
related to others over a given historical period. Moreover, in light of recent

developments in time series econometrics, we know that this arbitrary classifica-
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tion procedure is not necessary., Christopher Sims [33] has shown that in a time
series context the hypothesis of econometric exogeneity can be tested, That is,
Sims showed that the hypothesis that x¢ is strictly ecommetrica]ly exogenous
necessarily implies certain restrictions that can be tested given time series on
the y’s and x’s. Tests along the lines of Sims’sought to be used as a matter of
course in checking out categorizations into exogenous and endogenous sets of varia-
bles. To date they have not been. Prominent builders of large econometric models
have even denied the usefulness of such tests.”
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