
Table 1: Estimated Parameters

Parameter Prior Dist Posterior Lower and Upper Bound
Mean Mean of a 90 % HPD interval

Preferences
Habits h 0.900 beta 0.9409 ( 0.9326 , 0.9513 )
Labour supply coef. ψ 8.832 gamma 8.8138 ( 8.7144 , 8.9094 )
Frisch elasticity ϑ 1.250 gamma 1.2556 ( 1.2330 , 1.2820 )
Wedges
Euler κeuler 1.0119 - - -
Forex κforex 1.0034 - - -
Adjustment costs
Investment κ 20.000 gamma 20.1364 ( 20.0852 , 20.2006 )
Capital utilization γ2 0.280 gamma 0.3229 ( 0.3054 , 0.3445 )
Risk premium ΓbW

0.800 beta 0.8027 ( 0.7564 , 0.8553 )
Elasticities of substitution
Domestic goods ε 5.000 gamma 5.0035 ( 4.9562 , 5.0508 )
Import goods εM 9.000 gamma 9.0690 ( 9.0415 , 9.1017 )
Export goods εx 9.400 gamma 9.2646 ( 9.1852 , 9.3299 )
World goods εW 0.860 gamma 0.6938 ( 0.6090 , 0.7686 )
Consumption goods εc 7.600 gamma 7.6614 ( 7.6166 , 7.7022 )
Investment goods εi 7.600 gamma 7.5723 ( 7.5363 , 7.6029 )
Labour types η 7.000 gamma 7.0235 ( 7.0055 , 7.0428 )
Price and wage setting
Calvo dom. prices θp 0.500 norm 0.6719 ( 0.6197 , 0.7600 )
Calvo exp. prices θx 0.080 gamma 0.2386 ( 0.1962 , 0.2814 )
Calvo imp. prices θM 0.750 norm 0.7309 ( 0.7046 , 0.7586 )
Calvo wages θw 0.380 norm 0.4519 ( 0.4302 , 0.4744 )
Index. dom. prices χp 0.750 gamma 0.7111 ( 0.6509 , 0.7688 )
Index. imp. prices χM 0.500 gamma 0.4519 ( 0.4187 , 0.4828 )
Index. exp. prices χx 0.350 gamma 0.3600 ( 0.3157 , 0.4191 )
Index. wages χw 0.920 beta 0.9529 ( 0.9176 , 0.9859 )
Monetary policy
Taylor rule (int. rates) γR 0.960 beta 0.9544 ( 0.9389 , 0.9716 )
Taylor rule (output gap) γy 0.220 gamma 0.2233 ( 0.2109 , 0.2363 )
Taylor rule (inflation) γΠ 1.150 gamma 1.1458 ( 1.1307 , 1.1600 )
Fiscal policy
Public consumption ρg 0.750 beta 0.7758 ( 0.7107 , 0.8488 )
Home bias
Home bias in consump. nc 0.280 beta 0.3453 ( 0.2878 , 0.4080 )
Home bias in invest. ni 0.120 beta 0.3297 ( 0.2913 , 0.3608 )
Home bias in export nx 0.350 beta 0.4178 ( 0.3873 , 0.4602 )
Growth rates
Invest. spec. tech. Λµ 1.000 norm 1.0000 ( 0.9998 , 1.0002 )
General tech. ΛA 1.009 norm 1.0090 ( 1.0088 , 1.0092 )
Population ΛL 1.000 norm 1.0000 ( 0.9998 , 1.0001 )
ER appreciation ėx 0.994 norm 0.9942 ( 0.9940 , 0.9944 )
Openness tech. αO 1.0035 - - -
Export spec. tech. αX 1.0058 - - -
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