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Equipment Investment Specific Technology Shocks and
Macroeconomic Fluctuation:

Research Based on A Bayesian Estimated New Keynesian DSGE Model

HUA Yu

( Center for Chinese and American Studies Johns Hopkins University-Nanjing University Nanjing 210093 China)

Abstract: This paper examines the causes of the fluctuations of China’ s major macroeconomic variables from 2004 to
2014 with New Keynesian dynamic stochastic general equilibrium( DSGE) model focusing on the role of equipment investment
specific technology( IST) shocks embedded in equipment investment. The empirical results show that IST shocks have signifi—
cant positive and relative long-lasting effects on total output and equipment investment but will have crowding-out effect on
structural investment in the short term. Furthermore the IST shocks accounts for the fluctuations in total output and investment
in short and long run by 40 percent to 80 percent approximately which is the first explanatory power among five exogenous
shocks including total factor productivity ( TFP) . Overall the IST could increase the overall investment and promote the
growth of other key variables in the economy.
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