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Abstract
This study presents a new strategy for identifying unconventional monetary policy
shocks in the framework of the time-varying parameters vector autoregression
(TVP-VAR) model. We characterize monetary policy shocks at the zero lower bound
(ZLB) of the short-term interest rate by combining the zero restrictions on the interest
rate equation with the sign restrictions. Furthermore, this study investigates whether
the effects of fiscal policy are enhanced during a ZLB period, as predicted by theory. The
main findings are as follows. First, during a ZLB period, the volatility of short-term
interest rates is quite small, while that of the monetary base is large. Second, both
monetary and fiscal policies have positive time-varying effects on output. Third, there is

no evidence that the effects of fiscal policy increase during a ZLB period.
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