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Summary 

 

 

Given the vulnerabilities of Romania’s economy during the recent global financial and 

economic crisis, there is an increasing interest to identify macroeconomic policy models with 

monetary and fiscal policy components in order to explain the evolution, interdependencies and 

volatility of real macroeconomic variables, such as: GDP, consumption, investment, inflation 

and interest rate.  This led to the intercorrelated analysis of monetary and fiscal policies, through 

monetary policy instruments-suchs as real monetary policy rate and through fiscal policy 

instruments such as – capital and labour tax rates, public debt and government expenses, which 

are affected by uncertainty shocks.  

 As a result, the present paper has the purpose to analyze the way of conducting monetary 

policy, given different sources of uncertainty regarding the model, parameters and economic 

shocks.  

Moreover, in the current paper I have also analyzed the contribution of fiscal anticipations 

regarding capital and labour tax rates and government expenses over the economic cycles 

volatility through a neo-keynesian monetary policy DSGE model. 

Based on variance decomposition diagnostics I have concluded that fiscal anticipation has a 

limited role for business cycles variance in case of Romania.  

The variance of GDP was mainly influenced by the volatility of total factor productivity 

anticipated with one year before (4 periods) (19%) and by the volatility of total factor 

productivity anticipated with two years before (8 periods) (17%),  while anticipated capital and 

labour taxation shocks  were only responsible for 0.86% and 0.33% of total variance. Un-

anticipated monetary policy shock influence is is only 0.63%. 

Monetary and fiscal policies should only be analyzed interdependently, in the context of public 

debt and inflation even though many articles describe inflation as being influenced only by 

monetary policy and public debt as being influenced only by fiscal policy. 


