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Abstract

This study compares the relative effectiveness of the interest rate channel, asset
price channel, and bank lending (credit) channel as traditional transmission
mechanisms for monetary policy. By estimating a Bayesian VAR model, we compare
the effectiveness of each transmission channel by analyzing the total effect of
monetary policy and the difference in the effect of monetary policy when each
transmission channel is muted how a policy rate increase affects the total output
and CPI inflation. Using the distribution of the impulse response functions of the
policy rate shock and the statistics of Cramer-von Mises and Kolmogorov-Smirnov,
we compare the effect of each channel on total output by separating them. The
results show that the bank lending channel and the asset price channel were more
effective than the interest rate channel during the entire period from 1999 to 2022.
When comparing the period before and after the global financial crisis, the bank
lending channel was relatively more effective before the crisis, while the asset
price channel was relatively more effective after the crisis. On the other hand, the
effect of a policy rate increase shock on CPI was mainly transmitted through the
bank lending channel before the global financial crisis, but there was not a
significant difference across the transmission channels after the crisis.
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