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(Table 1) Statistical Summary of Sectoral Output Growth Rates

Average Standard Sectoral Output

Growth Rates (%) | Deviations (%) |/ Total Output (%)
Industry

1980~ 1980 ~{2000 ~ 1980 ~[1980 ~ 2000 ~{1980 ~|1980 ~ {2000 ~
2015 | 1999 | 2015 | 2015 | 1999 | 2015 | 2015 | 1999 | 2015
Food, beverages, tobacco 0.7311.1110.26 | 2.62 | 2.81 | 2.29 1 2.40 | 3.02 | 1.62
Textiles, leather, fur products | 0.48 | 0.68 | 0.23 | 3.63 | 3.76 | 3.48 | 3.38 | 4.67 | 1.79
WOOd‘r Cg?ggi’c ﬁf;“ﬁ“g’ 113 | 1.87 | 0.23 | 3.63 | 3.91 | 3.05 | 1.31 | 1.57 | 0.99
Coal, petroleum products 1.68 | 2.23 | 1.00 {10.70|13.49] 5.67 | 0.71 | 0.68 | 0. 74
Chemical products 1.68 1 2.20 | 1.04 | 2295 2.99 | 2.79 | 4.04 | 3.72 | 4.44
Non-metallic mineral products | 1.37 | 1.82 | 0.82 | 4.70 | 5.46 | 3.50 | 1.21 | 1.33 | 1. 07
Primary metal products 1.49 1 2.31 | 0.47 1 4.00 | 3.56 | 4.29 | 3.77 | 4.16 | 3.30
Metal products 2.1613.20 [ 0.88 | 5.04 | 5.10 | 4.69 | 2.26 | 2.00 | 2.59
General machinery 2.40 | 3.17 1 1.45 | 6.64 | 8.27 | 3.61 | 1.94 | 1.45 | 2.54
Electric machinery 3.56 1 4.3212.62|5.52]6.3214.20|4.231]1.51|7.58
Precision instrument 2.7513.20 1 2.20 | 8.34 1 9.05| 7.40 | 0.37 | 0.22 | 0.54
Transport equipment 2.70 1 3.74 | 1.42 1 9.70 112.39| 4.35 | 3.66 | 2.68 | 4.87
Other manufacturing 1.14 [ 1.45 1 0.75 1 5.05 | 5.20 | 4.88 | 0.69 | 0.86 | 0.47
\\};ilsCtZ?JsaHTZCtaSOIZT:C 128 | .74 [ 0.71 | 2.44 | 2.98 | 1.35 | 15.37|16.90|13. 48
Transport, storage 1.32 11,63 10.9312.04 ] 2.11 | 1.90 | 4.54 | 4.74 | 4.30
Finance, insurance 2.0812.80 | 1.19 | 4.68 | 5.45| 3.36 | 5.98 | 5.26 | 6.87
Real estate, renting 1.56 1 2.2710.68 | 1.60 | 1.55 1 1.19 | 9.42 | 9.53 | 9.29
Information, communication | 2.67 | 3.59 | 1.54 | 2.76 | 3.09 | 1.75 | 2.93 | 1.66 | 4.50
Business activities 2.08 [ 2.74 | 1.25 | 2.35]2.82 | 1.18 | 6.57 | 5.82 | 7.49
Public adminstration, defense | 1.10 | 1.37 [ 0.75 | 0.63 | 0.64 | 0.40 | 9.47 [10.75] 7.90
Education 0.90 | 1.16 | 0.59 | 0.72 | 0.70 | 0.62 | 8.51 [10.20] 6. 42
Health, social welfare 2.0912.79 | 1.23 | 2.94 | 3.24 | 2.26 | 4.36 | 4.53 | 4.15
Culture, other service activities | 1.65 | 2.29 | 0.85 | 2.22 | 2.51 | 1.47 | 2.88 | 2.74 | 3.05
Average of total industry 1.74 1 2.33 | 1.00 | 4.13 | 4.67 | 3.03 | 4.35 | 4.35 | 4.35

Source: Bank of Korea, Economic Statistics System.
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(Table 1ol YJeht & 2 ArbAze] 7708 52 2 W3l Ay Ed o
S 2ok HA, AP AL %7}%0 717rd vgar<2~4og>% A EH 20009

T 7P & EFUAE st e E A

FHE A7) WEe] & o Fhasta vk ol whet 20001 o] dol=
A7l A AL vl A4 JeRda glon, 2000 o] FRE = A
dE AT WE Fo] ghske FEddo] Uehta ithY) mpRgte R
A ALt BlEs AFEW 1) AzGAREe] AEEE 20009 o]l
27.9%% ARG o, 2000 o] Foll= 32.6% 2 713 Aoz Yehda gtk
T AXINAE 5, AEF 2 B, AR 2 UEAE 28a 54, Fol
A F EAG T 22 AnAAEG ] AL EE 20000 o] FHE] 7HAgE whAE, A
2k 8L Ax7)7), 573 28l SHeAlE o Z12AaA - 2R A Y] At
H 52 S7ke Ao g yehda vk Au|2Aide] 4%, o5 2 2384, JES
219 B ARIAHI 292 20001 o] F A Fo] A FTHlov, Ty 2
Wt WS Auj e 2 FoR 44 ZoR JEhyth

(Table 2)9] 2~49-2 Long and Plosser (1987) % Foerster, Sarte and Watson
(2011) o)A 9} o] AR Q] WA=T}Eo] 1 9] 227) AASo] WAEIL L3} 7t
= AWAFY s 7IRPEE Y2 ok B8k (Table 2)9] 5~749-2 7084k
4ol SR Y A T (AHEY Z2 Aulagd) o] &3 AgEY] AETL

Ay S

S 71z 2 el 9tk o] Forni and Reichlin

4
5% A 2R 93 vAE 944 3459 9o A 2Y 52y

2 1970902 B A QB 52 A9, FNE
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(Table 2) Average Pairwise Correlations of Sectoral Output Growth Rates

Average Pairwise Average Pairwise
Correlations (1) Correlations (2)
1980~ | 1980~ | 2000~ | 1980~ | 1980~ | 2000~
2015 1999 2015 2015 1999 2015

Industry

Food, beverages, tobacco 0.2424 | 0.2249 | 0.2008 | 0.3070 | 0.3001 | 0.2981

Textiles, leather, fur products 0.2452 | 0.2725 | 0.1783 | 0.2916 | 0.3161 | 0.2471

Wood, paper, printing, 0.3088 | 0.3004 | 0.2156 | 0.3574 |0.3537 | 0.3194

reproduction
Coal, petroleum products 0.0472 | 0.0316 | 0.0499 | 0.0499 | 0.0260 | 0.1108
Chemical products 0.2478 | 0.1781 | 0.2951 | 0.3045 | 0.2414 | 0.3863
Non-metallic mineral products | 0.2852 | 0.2928 | 0.2112 | 0.3039 | 0.3019 | 0.2910
Primary metal products 0.2769 | 0.2477 | 0.2570 | 0.3424 |0.3298 | 0.3555
Metal products 0.1942 | 0.1857 | 0.0983 | 0.2137 | 0.2425 | 0.1078
General machinery 0.3048 | 0.2964 | 0.2668 | 0.3116 | 0.3010 | 0.3405
Electric machinery 0.0835 | 0.0409 | 0.0904 | 0.1336 | 0.1375 | 0.0823
Precision instrument 0.1925 | 0.2197 | 0.1161 | 0.2088 | 0.2391 | 0. 1440
Transport equipment 0.2372 | 0.2380 | 0.1962 | 0.2938 | 0.3068 | 0.2818
Other manufacturing 0.2383 | 0.2421 | 0.2249 | 0.3025 | 0.3218 | 0.2825

Wholesale, retail trade,

0.2931 | 0.2662 | 0.2463 | 0.3024 |0.2807 | 0.1420
restaurants, hotels

Transport, storage 0.2852 | 0.2886 | 0.2075 | 0.2606 | 0.2716 | 0.1126
Finance, insurance 0.1211 | 0.1139 | -0.0042 | 0.1708 | 0.1582 | -0.0142

Real estate, renting 0.1226 | 0.0010 | 0.0802 | 0.1571 | 0.0337 | -0.0435
Information, communication 0.2076 | 0.1802 | 0.0236 | 0.2728 | 0.1986 | 0.0832
Business activities 0.2775 | 0.2534 | 0.1532 | 0.3363 | 0.2840 | 0.1633
Public adminstration, defense 0.0995 | -0.0147 | 0.0310 | 0.1451 |-0.0017| 0.0005
Education 0.2284 | 0.2056 | 0.0947 | 0.2830 | 0.2157 | 0.1276

Health, social welfare 0.1362 | 0.1504 | -0.0826 | 0.1886 | 0.1824 | -0.0825
Culture, other service activities | 0.2819 | 0.2587 | 0.1506 | 0.3636 | 0.3243 | 0.1728
Average of total industry 0.2155 | 0.1945 | 0.1435 | 0.2566 | 0.2333 | 0.1700

Notes: (1) For each industry, it means average pairwise correlation with other 22 industries.
(2) For each industry, it means average pairwise correlation with other industries in the

same cluster.

< MAAe] Aasrtee] T 2271 AFES BT

E ABASFY H(2¥9) 2 0.0472~0. 3088 S0 UEytom, o]5e] A b
ol Aoz Yebgt) o]& 1972~200737kA] vl= 11770 4k €]
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Figure 1)< A A 3807 fi o] AFFEE2RE & S 2 a9

(16% 5t 84%) &5 Jehli Stk

(Figure 1) Posterior Distribution of Common Factor(Unit: %p)

15 T T T T T

20l .

30k -

35 | I I I | I I
1980 1985 1930 1995 2000 2005 2010 2015 2020

Notes: (1) The solid line denotes the median posterior estimate of the common factor, f}.
(2) The gray area shows the 68% error bands around the median posterior estimate,
i.e. the upper and the lower bound are the 84% quantile and the 16% quantile of
the posterior distribution.

(Figure 1)=& AW EW f72 vlwa 242 $5o] Qa9 E 7AW 27 =
APEe] Aol A AHHY AHES A FAA vk dZA, 1998~1999
ol A 918k9]7]9F 2007 ~2008d 229 F897] Al, frol & o= A

she ez veht BA] Sl AL gl A AFHES Ue e )
W e A AAEILES] AARREH FEEong 08 FAOR B [y

gJruke] AAFTHE] A TIRF BRETE o) FE olage g ©

Lo
e
oft
rlo
r

W 95% 22 gAY

<k

Aoz W

o

o},

o



A AAEe B4 FA4 32 2 AgnazAe 9% 11

njgtt}, ole] 71%38te] (Figure 1= AHEH f1'-2 20001 o]l
7HE o3 #hE Zte Ao E Yehua 9lov, 20008 o] Foll = Hs vk olst
o] FE zte Ao ® v itk whbA] o]= (Table 1ol A5 niel 2F
2000 o] & Yehtes A AASTHEY] a5 A 52 Ak ool @ E
Aol ofet, A Ao e FEFAUS Ynlste Aol

(Figure 2)= 2] 8 &4 =1,29] AFEERRE AL A%
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2 oAU (16% 2 84%) = YERH 1 v} (Figure 22 A HEW v JA] fr
3} o] HlwA 2He 9] APHE /Y 02 SR WEsE g U
W ZEOIAES] WE Z2 o vlg] Ze Aoz Yeha

slom, Al U FEAAE Tl APR FFAA() 7 Al ag2d

(Figure 2) Posterior Distribution of Sectoral Common Factors(Unit: %p)

Manufacturing Sector
20 T T

| |
1980 1985 1990 1995 2000 2005 2010 2015 2020

Sernvice Sector
15 T T

10 | I | I | | |
1980 1985 1990 1095 2000 2005 2010 2015 2020

Notes: (1) The solid line denotes the median posterior estimate of the sectoral common factors,
fik
(2) The gray area shows the 68% error bands around the median posterior estimate,

i.e. the upper and the lower bound are the 84% quantile and the 16% quantile of
the posterior distribution.
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(Table 3) Variance Decompositions of Sectoral Output Growth Rates(Unit: %)

1980~ 2015 1980~1999 2000~ 2015

& Tk n Tk m Tk
v LS | G ' L | G v | S | G

Food, beverages, tobacco 11.83(26.60(61.47|11.83|26.11|61. 68| 8.57 |28. 38 |62.57

Textiles, leather, fur products |[31.21|5.13 |63.46(38.16] 3.98 |57.55|24.52| 7.50 |67.39

Wood, paper, printing, 24.69(26.79(48. 36| 27. 62| 24. 36 [ 47. 83| 11. 99| 34. 97 | 52. 50

reproduction
Coal, petroleum products 0.10 1 2.73 197.10] 0.08 | 1.73 [98.11| 0.28 | 9.42 |90. 12
Chemical products 12.2842.58 [45.10| 7. 13 |37.65|55. 12|24, 53 |45. 64 | 29. 55
Non-metallic mineral products [32. 84| 6.90 [59.99|38.12| 4.80 |56.68|18.06|16.67|64.78
Primary metal products 17.23133.20(49. 45|15. 83| 25. 92 |58. 07| 19. 08 | 39. 93 | 40. 64
Metal products 10.691 5.28 83.75] 9.45 |10.15(80. 20| 7.22 | 0.73 |91.45
General machinery 51.22] 1.06 |47.48(54.66| 0.52 |44.52(37.76| 9.01 |52.76
Electric machinery 0.92 4.32194.60] 0.21 | 6.95 92.71]| 1.65 | 0.64 |97.04
Precision instrument 16.191] 1.33 |82.14|21. 85| 2.09 |75.62| 6.68 | 0.99 [91. 74
Transport equipment 20,22 7.37 |72.18|21.03]10. 23]68.39|15. 01 | 8.47 | 75.90
Other manufacturing 19.72(10. 40 [69. 62| 20. 55| 14. 42|64.79122. 86| 5.69 |70. 87

Wholesale, retail trade,

42.08| 8.68 [49.19(42.37| 9.79 [47.80132.86| 3.97 |62.93
restaurants, hotels

Transport, storage 42.02] 0.22 [57.63[45.97| 0.17 |53.75|32.06| 4.54 |63.13
Finance, insurance 4.04 195.0910.45 ] 5.99 193.30] 0.32 | 0.51 |98. 14| 0.78
Real estate, renting 2.69 [ 1.23 196.01]| 0.07 | 2.45 {97.47] 1.20 | 7.71 190. 91
Information, communication  [23.67| 2.59 [73.68(28.01| 0.52 |71.40| 0.97 | 7.99 |90. 86
Business activities 43.25| 0.36 |56.26(43.81] 0.48 |55.58|22.27| 2.61 | 74.93
Public adminstration, defense | 2.82 | 0.36 [96.77| 0.08 | 1.33 {98.58| 1.20 | 3.52 |95.16
Education 17.45] 1.65 [80.88|18.21| 0.29 |81.45| 4.75 | 3.78 [91.39

Health, social welfare 7.31 | 1.63 {91.05| 8.36 | 1.44 |90.18] 0.25 | 0.05 [99. 65

Culture, other service activities [44.87| 2.89 [52.09]49.08| 2.04 |48.74119.57| 2.83 |77.41

Average of total industry 20. 84 |12. 54 |66. 47|22.11]12. 20|65. 51 | 13. 65 | 14. 92| 71. 06

W, B Qe PPN BASHe T A AURAE e A9 97
A7l BEUA WAFES] B2 % o) G Wabk (Table 3)2) Bl 2
o] 2 YL v FRTHe 1S BAAATE olF s LA A AL
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quarters following the shocks, including the quarter of impact. However, a blank entry

indicates that no restrictions have been imposed.

: A+ means that the impulse response of the variable is restricted to be positive for three

Sector 1
(Consumer Goods)
Sector 2
(Primary Materials
- Processing
Assembly Goods)
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(Service Goods)
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(Figure 3) Impulse Response Functions of Common Factor(Unit: %p)
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(Table 6) Fraction of Sectoral Output Growth Rates Explained
by Aggregate Shocks(Unit: %)

Common Factor (f})

Aggregate Shocks |Sector Specific Shocks| Sum

Food, beverages, tobacco 9.16 2.67 11. 83
Textiles, leather, fur products 24.16 7.05 31.21
Wood, paper, printing, reproduction 19. 11 5.58 24. 69
Coal, petroleum products 0.08 0.02 0.10
Chemical products 9.50 2.77 12. 28
Non-metallic mineral products 25. 42 7.42 32. 84
Primary metal products 13.33 3.89 17.23

Metal products 8. 28 2.42 10. 69

General machinery 39.65 11.57 51.22

Electric machinery 0.71 0.21 0.92

Precision instrument 12.53 3.66 16.19
Transport equipment 15.65 4,57 20. 22

Other manufacturing 15. 26 4. 45 19.72
Wholesale, retail trade, restaurants, hotels 32.58 9.51 42. 08
Transport, storage 32.53 9.49 42.02

Finance, insurance 3.13 0.91 4. 04

Real estate, renting 2.08 0.61 2.69
Information, communication 18. 33 5.35 23.67
Business activities 33.48 9.77 43.25

Public adminstration, defense 2.18 0. 64 2.82
Education 13.50 3.94 17.45

Health, social welfare 5. 66 1.65 7.31
Culture, other service activities 34.73 10. 14 44,87
Average of Manufacturing Sector 14. 83 4,33 19. 16
Average of Service Sector 17.82 5. 20 23.02
Average of Total Industry 16. 13 4.71 20. 84
3, T orie] AFEL FAH F49) 4T BAP Qo] FEAAL
FHT F2 VAREF S o83t ity WA, o|FF - 7 - A9 (2007) 2V
o] AF, B ATt 2ol ARAANAANN TAA T4 (154, e esa,

AR FA9 Aelgen & B A7l Y 0.08% o va) b EE 30%
Fom FYUT EF FA4 $40) Az BRINIRE (0% FEOE T4

oz gow, 1977d 1/4~2005d 2/4%7170419] B2 ARE o]t
oap EAREE Azte] 10271 F7]o &2 vtk
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(Appendix 1) Posterior Distribution of Key Parameters and

R A 657 A2 %

their Geweke's Convergence Diagnostic

Geweke's

Industry Parameter Mean HPDI (90%) S.D. cD

food. hevermge. ot @, | 0.0053 | (-0.3304 0.3191) | 0.2001] 0.7088
» b ’ g 0.2186 | (0.1384, 0.2976) |0.0485 | 0.4279
U=1k=1) g 0.2414 | (0.1715, 0.3135) | 0.0433 | -1.8017
Textiles, leather, a, 0.0026 | 1-0.8167, 0.8247) | 0.5041 | 0.6429
fur products A 0.5014 | (03830, 0.6244) | 0.0737 | -0.4076
(j=2,k=1) g 0.1481 | (0.0622, 0.2353) | 0.0526 | -1.0506
Wood, paper, printing, o, | -0.0286 | (-0.6452, 0.5016) | 0.3796 | 0.6320
reproduction g 0.4502 | (0.3282, 0.5734) | 0.0748 | 0.1273
(j=3k=1) g 0.3391 | (0.2473, 0.4355) |0.0574 | -1.2700

a; 0.0157 | (L6701, 1.7198) | 1.0364 | 0.6569

Coal, petroleum products [ 0.1253 | (-0.1510, 0.4072) | 0.1694 | 0.7260
(j=4k=1) g 0.4482 | (0.2806, 0.6213) | 0.1035 | -1.1931
Chomical oot o, | -0.0117 | (-0.4676, 0.4407) | 0.2779 | 0.6912
! ; 0.2777 | (0.1739, 0.3824) | 0.0635 | 0.5674
(j=5,k=1) g 0.3503 | (0.2768, 0.4269) | 0.0456 | -0.5825
Nom-metaic minera! oroduced 2| 0-0270 | 09076, 0.8597) 05391 | 0.6613
tal : g 0.6581 | (0.5062, 0.8183) |0.0955 | 0.1746
(j=6,k=1) g 0.22910 | (0.1121, 0.3497) | 0.0721 | -1.3604
s ol products o, | 0.0%61 | C0.6221, 0.5721) |0.3675 | 0.6%1
y me ; 0.4318 | (0.3040, 0.5651) | 0.0797 | 0.1630
(j=7k=1) g 0.4194 | (0.3174, 0.5250) | 0.0635 | -1.1622
T o, | 0.0801 | (0.9304, 0.8554) | 0.5155 | 0.4719

_ n 0.3821 | (0.1994, 0.5665) | 0.1116| 0.3027
=8 k=1 g 0.2107 | (00872, 0.3364) | 0.0760 | -1.2895
Coneral machirs o, | 0.0238 | (1.5088. 1.2878) | 0.8016 | 0.5773
. g L1319 | (0.9382, 1.3364) |0.1220| -0.8125
G=9.k=1) g | 0.0977 | C0.0538, 0.2523) [ 0.0934 | 0.9325
Sectic machiners @, | 0.0189 | C0.9101, 0.6766) | 0.5191| 0.5202

: ’ A 0.1301 | (-0.0872, 0.3102) | 0.1298 | 0.6463
G=10.k=1) g | 01878 | (00268, 0.3565) | 0.1000 | -0.8784
S o, | 0.0592 | (-1.307L, 1.1832) | 0.7657| 0.5774
d ’ g 0.7990 | (0.5291, 1.0826) |0.1685| -0.1235
(j=1Lk=1) g 0.1865 | (-0.0445, 0.4199) | 0.1413 | -0.7776
et cuiomon o, | -0.0227 | L1281, L.0868) | 0.6776 | 0.6043
Sport equipme " 0.8955 | (0.6969, 1.1069) |0.1255] -0.7203
(j=12,k=1) g 0.3608 | (0.1487, 0.5817) | 0.1314| -0.6210

Notes: HPDI (Highest Posterior Density Interval) is 90% MCMC error bands of the parameter’s

posterior distribution.
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(Appendix 1) Posterior Distribution of Key Parameters and
their Geweke's Convergence Diagnostic

Industry Parameter| Mean HPDI (90%) S.D. Gecweé{es

a; | -0.0109 | (-0.9406, 0.8769) [0.5586| 0.7741

Other manufacturing v [ 0.5558 | (0.3907, 0.7247) [0.1016] 0.2802
G=13.k=1) g | 0.2 | (0.1575, 0.4261) [0.0820] -1.6176
Wholesale, retail trade. a; | 0.0174 | (-0.4548, 0.4333) |0.2740| 0.8868
restaurants, hotels g | 0.3698 | (0.3071, 0.4357) 0.0393] 0.1836
(j=14,k=2) g | 0.2748 | (0.1499, 0.4021) [0.0767] -0.7805

o; | -0.0092 | C0.3657, 0.3550) [0.2206| 0.4667

Transport, storage g | 0.3130 | 10.25%, 0.3757) [0.0374] -0.5984
=15.k=2) g | -0.0735 | (0.1819, 0.0323) [0.0647| -0.8384

;| -0.0610 | (-0.8529, 0.8365) [0.5197| 14433

Fifgf%“fel’(j“:f;‘;ce g | 0.2120 [ (0.0863, 0.3419) [0.0782] 1.5969
e g | 2.0030 | (18520, 2.2659) 0.1244| -0.1348

a; | 0.0693 | (-0.7269, 0.8994) |0.6321] -0.3780

Real estate, renting g [ 0.0051 [ (-0.0155, 0.0570) [0.0313] -0.5010
=17 k=2 g | -0.1582|(-0.2487, -0.0691)]0.0547 | 0.1289

a; | -0.0789 | (-0.8659, 0.6916) |0.5232] 0.8014

Information, communication [ 0.2684 | 0.1865, 0.3539) [0.0509] -0.2267
=18.k=2) g | 0.1219 | (-0.0259, 0.2736) [0.0912] 0. 2282

a; | 0.0239 | (0.6776, 0.6150) |0.4408] 0.7007

B‘gﬁiiei; 105“2“)65 g | 0.3322 [ (0.2117, 0.3976) [0.0382] -0.1882
e | 0.0236 | (-0.0950, 0.1437) [0.0723| -0.0494

a; [ 0.0002 | (-0.1894, 0.1919) |0.1403| 0.6717

Public adminstration, defense g | o.0161 [ (-0.0067, 0.0387)]0.0138] -1.4104
=20.k=2) g | -0.0329 | (-0.0680, 0.0020) |0.0214 | -0.5389

a; | 0.04472 | (-0.5381, 0.6839) [0.5000| 0.4953

Education v 10,0525 | (0.0347, 0.0710) [0.0111] -0.5473
U=2k=2) g | 0.0330 | (-0.0008, 0.0668) [0.0206| 0. 1656

o; | 0.2772 | (11957, 1.9639) |1.2278| 0.6051

Health, social welfare g | 0.1447 | 10.0650, 0.2276) 0.0498] 0.3614
U=2k=2) g | 01275 | (-0.0250, 0.2813) |0.0936 | -0.0171

o, | 0.0555 | (0.5879, 0.4823) [0.3471] 0.7745

Culture, other service activities ™ g0 ™10 597 1710, 2672, 0.3901) |0.0375| 0.0169
k=) B | 0.1938 | (0.0754, 0.3140) 0.0725] -0.4170

Notes: HPDI (Highest Posterior Density Interval) is 90% MCMC error bands of the parameter’s
posterior distribution.
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(Appendix 2) Results of Robustness Analysis under Different Normalization

(Figure A1) Comparison of Posterior Distribution of Common Factors(Unit: %p)

Ovwerall Common Factor

20 T T T T 3
0- -0

200 -9

40 \ \ L L L L \ 10
1980 1985 1990 1995 2000 2005 2010 2015 2020

Sectoral Common Factor - Manufacturing Sector

-0

20 \ I ! 1 ! il ! 5
1960 1985 1990 1995 2000 2005 210 2015 2020

Sectoral Common Factor - Senice Sector

10 ; T T T T 3
-0

10 | ! | | | | | 5
1980 1985 1990 1995 2000 2005 2010 2015 2020

Notes: (1) The left axis denotes scales of the baseline model, while the right axis stands for
scales of the model under alternative normalization.
(2) The thick lines denote the median estimates of the baseline model.
(3) The dotted lines denote the median estimates of the model under alternative

normalization.
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(Table A1) Variance Decompositions under Alternative Normalization(unit: %)

1980~ 2015 1980~1999 2000~ 2015

F N I A I B A B A A A

Food, beverages, tobacco 12.21125.66(61.97|12.19]25.20(62. 43| 9.02 [27.52|63.12

Textiles, leather, fur products |31.37|4.90 |63.46(38.27| 3.73 |57.64|24.88| 7.19 |67. 33

Wood, - paper, printing, 95.12(26.17|48. 54| 28.00| 23. 70 [ 48. 03| 12. 43 | 34. 46| 52. 68

reproduction
Coal, petroleum products 0.12 1 2.60 197.20( 0.09 | 1.64 |98.18] 0.30 | 9.13 90.43
Chemical products 12.47(42.92|44.53| 7.30 |38.02[54.58 | 24. 74 |45. 77| 29. 14

Non-metallic mineral products |33.49] 6.47 [59.80|38. 78| 4.39 |56.47|18.32|16.29|64. 84

Primary metal products 17.20133.64(49.04 |15. 77| 26. 28| 57. 76| 19. 24 | 40. 19 40. 21

Metal products 10.55] 5.37 183.801 9.39 [10.30(80. 14| 6.94 | 0.78 |91. 67
General machinery 51.14| 1.02 |47.59{54.61| 0.50 [44.61]37.29| 9.01 |53.22
Electric machinery 0.86 | 4.38 194.60] 0.19 | 7.08 [92.62| 1.56 | 0.64 {97.10
Precision instrument 16.44| 1.15 {82.06121.99] 1.85 |75.66| 6.97 | 0.84 [91. 59
Transport equipment 20,111 7.31 [72.33]20.85|10.21|68.58(15.01| 8.34 |75.96
Other manufacturing 19.68|10. 32 (69. 73]20. 59| 14. 25 | 64. 89| 22. 61| 5.65 | 71.11

Wholesale, retail trade,

42,231 8.34 149.38(42.47| 9.44 |48.03|32.87| 3.77 [63.09
restaurants, hotels

Transport, storage 41.391 0.28 |58.2145.61| 0.14 |54.16{30.88| 4.75 |64. 08
Finance, insurance 4.45194. 48] 0.56 | 6.43 |92.65] 0.39 | 0.53 |97.87| 0. 95
Real estate, renting 2.7411.29 195.90| 0.07 | 2.52 (97.41| 1.04 | 7.77 |90. 99
Information, communication |23.60| 2.44 [73.90|27.92| 0.45 |71.55| 0.98 | 7.97 {90. 91
Business activities 45.53| 0.28 |56.08|44.08] 0.37 55.41(22.04| 2.71 | 75. 08
Public adminstration, defense | 2.96 | 0.39 [96.60{ 0.09 | 1.36 {98.54| 1.40 | 3.54 |94.97
Education 17.64] 1.55 [80.79(18. 24 0.25 |81.43| 5.06 | 3.73 |91.16

Health, social welfare 7.43 1 1.55 91.00 8.53 | 1.35 |90.10] 0.26 | 0.05 {99. 63

Culture, other service activities |45.40| 2.62 [51.87(49.47| 1.80 |48.58(19. 84| 2.72 |77. 28

Average of total industry 20.96(12.40(66.48|22.21{12.06(65.53|13.66|14.81|71.15
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(Appendix 3) Impulse Response Functions and Variance Decompositions
when s=1,2,3,4

(Figure A2) Impulse Response Functions(Unit :%p)

Comsumer Goods
0.01 T T T T T T T T
o *“:“35—::*&‘_ Y P
001 I I ! I I I i I I
0 2 4 [ 8 10 12 14 16 18 20
¥ 10 Primary Materials & Processing Assembly Goods
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e
e — ' L . .
[ et —— —t # %k A
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%10 Senice Goods
5 T T T T T T T T T
— — =1 e
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Notes: These figures display the median responses of the common factor to each sector-specific

shock.
(Figure A3) Variance Decomposition(Unit :%)
Comsumer Goods
20 T T T T T T T T T
0F e B
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Notes: These figures display the median fraction of variance of the common factor explained by
each sector-specific shock.



Main Characteristics of Sectoral Business Cycles and the
Relative Importance of Aggregate and Sector-Specific

Shocks in Industrial Business Cycles*

Kyungsoo Cha™*

Abstract

This study attempts to analyze main features of business cycles in the
Korean industry. In particular, this study tries to decompose sectoral growth
rates into components arising from aggregate shocks and sector-specific
shocks. The results from the dynamic latent common factor model show that
most variability in output in many industries can be explained by idiosyncratic
components associated with industrial characteristics, rather than the common
factor to track sectoral comovement. Also, the results indicate that these
features have become more apparent since 2000. However, as sectoral
comovement may reflect not only aggregate shocks but also sector-specific
shocks that have propagated by way of input-output linkages, this study uses
a SVAR model to evaluate their relative importance. The SVAR analysis
indicates that aggregate shocks are dominant sources of sectoral comovement.
Therefore, they explains most of the variations (about 72~78%) in sectoral
comovement, accounting for 16.13% of total variabilities in sectoral output
growth rates, on average.

Key Words: sectoral comovement, aggregate shocks, sector-specific shocks, dynamic
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