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JOB MARKET PAPER ABSTRACT
“¢Assessing the Importance of Learning Mechanism in the Post WWII US Economy”
Abstract;
This paper evaluates the impact of the learning mechanism in the U.S postwar data using a vector
autoregression with time varying coefficients. In the proposed model the coefficients are assumed to
follow a stationary process in which deviations from the unconditional mean are interpreted as
learning dynamics. This specification allows us to quantify the contribution of the learning dynamics
to the variance of the variables in the vector autoregression.
We use the described methodology to estimate a trivariate time varying parameter Vector
autoregression for inflation, GDP growth and federal funds rate. We find that the learning mechanism
is non-negligeble although its magnitude is sensitive to the choice of the prior.
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