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4. Estimation Results Based on a Structural Vector Autoregression
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7. Examining the Microeconomic Implications of the Homogeneous
Versus Firm-Specific Capital Models
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Table 1: Decomposition of Variance, Business Cycle Frequencies

Variable | Monetary Policy Shocks |Neutra1 Technology Shocks | Embodied Technology Shocks
Output 9 11 41
(4] (11] [15]
MZM Growth 20 1 30
51 (7] [12]
Inflation 5 12 25
(3] [10] [13]
Fed Funds 14 2 38
5] 9l [16]
Capacity Util. 8 2 43
P Y (4] 91 [16]
Avg. Hours 9 6 45
5] [10] [17]
Real Wage 4 3 29
(3] [10] [14]
Consumption ) 8 19
(3] [12] [13]
Investment 9 9 33
(4] [10] [14]
Velocity 17 2 26
5] 8] [13]
Price of Inv. 11 2 41
(4] (8] [14]
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5% & %()* 1%+ %1%~ $/%(

Model " #, $ % & Tl (
Benchmark 0L 078 Oplr 1142 076 150 O
(%6 (0%S8) (0%07) (6%6)  (0%S) (0%3) (0%3)
Monetary Shocks Only 1)01  0)71 0)018 393  0)81 5)32 0)94
(%6 (0%6) (0%21) (3%5)  (0%5) (3%0) (093)
Neutral Technology Shocks Only 1)01  0)76 1)367*+04 13)39 0)95 0)01 2)}42* 4+ 05
($%#Hp6  (09D4) (3988+-05) (5092)  (0%5) (09%0)  (9%9&+06)
Embodied Technology Shocks Only 1)35 0)96 0)017 16)70 0)00 0)40 3)17
(1) (0%9) (0%08) (49%4)  ($%#96 (0%5) (2941)
Low Cost of Varying Capital Util. ~ 1)84  0)56 0)065 0)01 0)79 0)49 0)26
(0B2)  (0%5) (0%73) (0%9) (065)  (0%3)
Intermediate Markup 1)05 0)78 0)014 946 0)75 144 0)61
(0%8) (0%07) (548)  (0%S) (0%0) (0%4)
Tigh Markup 120 0)77 0018 567 0y74 126 0)59
(0%9) (0%08) (Jm6)  (0w8) (0%2) (0%24)
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+ G SR TR T T YO
Benchmark
—0)09 0)13 0)}42 0)17 0)8 0)14 0)46 0)55 0)21 0)61 0)33 0)39
(0%7)  (0%5) (0%7) (0%s) (0%e6) (0%1)  (0%9) (0%2) (0%4) (0%7) (0%2)  (0%5)
Monetary Shocks Only
—0)13 0)20 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. na.
(0%8)  (0%5)

Neutral Technology Shocks Only
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Embodied Technology Shocks Only

n.a. n.a. n.a. n.a. na. na. na. 0)67 0)17 0)84 043 —0)11
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Low Cost of Varying Capital Utilization
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~009 QI3 0)0” O)T O OI5 )5 Opd ORI 01 BT 0)s
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High Markup ", = 1)20
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Figure 1: Response to a monetary policy shock (o — Model, — VAR, grey area — 95 % Confidence Interval)
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Figure 2: Response to a neutral technology shock (o ! Model,! VAR, grey area !
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Figure 3: Response to an embodied technology shock (o — Model, — VAR, grey area — 95 % Confidence Interval)
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Figure 4a: Quasi First Difference of Change in Inflation versus Log, Marginal Cost
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Figure 4b: Projection of Quasi First Difference of the Change in Inflation versus Projection of Log, Marginal Cost
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Figure 5: Firm-Specific Capital and the
Response of Price to Marginal Cost Shocks
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Figure 6: Features of the Distribution of Output and Prices Across Firms

Figure 6a: Share of output and firms in Period 4
Homogeneous Capital Model
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Figure 6c¢: Share of output and firms in Period 4
Firm—specific Capital Model
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Figure 6b: Average relative price in Period 4
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Figure 6d: Average relative price in Period 4
Firm—specific Capital Model
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