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A Bayesian Andlysis of Structural Changes in Aggregate Demand
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Abstract

Structural changes in an economy system bring about serious problems in establishing economic
policies. The boom of middle—east export, the oil shock, and the recent dollar crisis in Korean economy
are such examples. Hence, it is necessary to identify and estimate these structural changes. This study
focuses on an cutput and price and analyzes siructural changes in aggregate demand and supply.
The cggregate demand and supply stuctures are described by conventional dynamic simultaneous
equations model, where each structural change is represented by dummy variables and estimated by
the proposed Bayesian method. By applying this model to Korean oulput and price, structuraf changes
in the aggregate demand and supply are analyzed.
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