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<E¥ 4> 233 FE9 Jd=7 9 FFH AAALA

(a) Best Univariate CPI ADL =3

H InPPL RMSE P bo WS Unit

1 ~19.00 0.61 2 1010 3 1

2 -24.63 0.83 2 101 3 2

3 -28.44 0.99 3 101 3 2

4 -29.41 0.90 2 101 1 2

5 -25.62 0.69 2 10°° 2 2

6 ~24.65 0.80 1 108 1 2

7 -30.07 1.09 3 101 3 2

8 -31.11 1.09 2 101 3 2
B33t -26.62 0.88 2.13 — — —

(b) Best Univariate GDP ADL =3

H InPPL RMSE P bo WS Unit

1 -34.61 1.35 3 101 3 1

2 -41.22 1.88 1 10710 3 1

3 -41.37 1.79 3 101 3 2

4 -42.78 1.93 3 101 3 2

5 -42.99 1.95 4 101 3 1

6 -42.04 1.87 1 101 3 2

7 -41.78 1.80 2 101 3 1

8 -42.69 1.94 1 101 3 1
33t -41.19 1.81 2.25 — — —

(c) Bi-ADL =3
i ° RMSE
H 1rJff)$tL 1§§%L(b;7ﬂ CPI ADL GDP ADL © P WS Unit
1 -57.08 -53.61 0.70 1.56 4 10 3 2
2 -63.03 -65.84 0.80 1.85 3 10 3 2
3 ~78.22 -69.82 1.04 2.45 2 10 3 1
4 ~76.39 ~72.20 1.18 2.35 1 10%° 3 2
5 -77.13 -68.61 1.08 2.55 3 10 3 1
6 -77.58 -66.70 1.15 2.41 4 10" 3 1
7 ~77.18 -71.85 1.16 2.32 3 109 3 2
8 ~77.85 ~73.80 1.20 2.28 4 10° 3 1
9t ~73.06 -67.80 1.04 2.22 3 o e
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H CPI GDP
1 | 43, CPI(-1), EX(-1), E(-1) 43, GDP(-1, -3), CPI(-3), E(-1)
5 | s CPIC1) 243, GDP(-1), CPI(-1), MR(-1), USGDP(-1),
U(-1)
3 | A<=3, CPI(-1) A48k GDP(-1), M2(-2), MR(-1), LI(-2), E(-3)
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448, GDP(-1, -3), PCEPI(-2), HP(-2),
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M2(-1), IP(-1), EX(-1), MR(-1), U(-1)
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A e 59t} Univariate GDP ADL 23S A28 228 =(Sp)7t 23] Agd 718y 9
g & (EX), F54M2), 1E&E([E), 2HEU), Fa8(Cal), AHFAAAFAP)7F 134 o
ZA Ao A At 183 Bi-ADL 23S CPI 219 4% = GDP(USGDP)7} 23], =1
9] A7 fAS(LD, AFEQ), 71dAZdolAIE)] 134 Ae= i, GDP 2o E v+
GDP(USGDP), &4 M2), A71d&qhA4(LD), Fet7la=Zd=(Sp)7t 134 e =
Aoz B u gAWSs FolAe el Wa(dE, v=dd A% 59 FaE, M2

dd7lmd szl o] 27T EN BAEEE d5o Tad My Aoz dddn.
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<& 6> AAdF A A9 AP

Uni-ADL %3
H CPI GDP
1| 443, CPI(-1) &3, GDP(-1)
2 | 459, CPI(-1, -3) 4%, GDP(-1)
3 | 443, CPI(-1), Call(-2) &%, GDP(-1), E(-3)
4 | 243 CPI(-1) 453, GDP(-1), M2(-1)

CPI(-1, -3), Oil(-1), PCEPI(-1 to -2),

5 | M2(-1), EX(-1), USR(-1 to -2), E(-1),
W(-1), Sp(-2), LI(-2), U(-2), Call(-2)

6 | CPI(-1), Oil(-1), PCEPI(-1), IP(-1), HP(-1)
3 , CPI(-1)

o

s
8 | &3&, CPI(-1), Call(-1)

o
5
o

GDP(-1, -4), EX(-3), Call(-3)

oz,

T3, GDP(-1), Sp(-1), IP(-1)
T3, GDP(-1, -4)
%, GDP(-1), Sp(-1), U(-1)

ot
oz,

o,

Bi-ADL %3
H CPI GDP
1|45, CPI(-1), LI(-2), USGDP(-3) %, GDP(-1)
2 | 4<%, CPI(-1), USGDP(-3) F4&, GDP(-1), Sp(-2)
3 [ A3 CPI(-1), U(-2) 48, GDP(-1), LI(-2)
4 | 4%, CPI(-1), IE(-1) &%, GDP(-1)
5 | 243 CPI(-1) 4%, GDP(-1 to -2), M2(-2)
6 | 243 CPI(-1) &3, GDP(-1)
7| 443, CPI(-1) &2, GDP(-1)
8 | AH<=3F, CPI(-1) 43, GDP(-1), USGDP(-1)
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(b) 2-quarter-ahead
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(9) 7-quarter-ahead

(h) 8-quarter-ahead
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(e) 5-quarter-ahead

(f) 6-quarter-ahead
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Predictive Probability Estimation of Stagflation
in Korea

Keunhyeong Park!), Kyu Ho Kang?

The prediction of the short— and long-term stagflation probability has a profound influence on the
Bank of Korea's preemptive monetary policy decision—-making for economic and price stability. This
study estimates the probability of stagflation in Korea over the next two years. To this end, a joint
predictive distribution of the inflation rate and the real economic growth rate is generated using
univariate and bivariate autoregressive distributed lag (ADL) models. In this process, the optimal
prediction model is selected through Bayesian variable selection and precise tuning through
out— of—sample prediction. As a result of long—term and short—term out— of-sample predictions for
the last 5 years, the joint distribution predictive accuracy was maximized when each variable was
independently predicted using the univariate ADL model in most forecasting horizons. As a result of
the actual prediction using the optimal model, the probability of stagflation gradually increasing from
the fourth quarter of 2021 to 38.4% in the first quarter of 2023. Thereafter, although it decreases
slightly, it remains high at 32.3% until the third quarter of 2023, after which the probability drops to
the 20% level, and the probability of an economic boom increases instead. T herefore, it is estimated
that the probability of temporary stagflation for the next one to one and a half years is higher than

that of the normal period.
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