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The replication file come in two folder: The DSGE folder is the main folder with subfolder “VAR”. To start the replication, execute “main_IV_DSGE_VAR.m”. This file chooses the DSGE model, decides the sample period, and configures the VAR including the strength of the DSGE-VAR prior. It then calls “my_VAR_config.m” to load the data and “my_VAR_module_GibbsPlus.m” for the actual sampling. Next, “my_VAR_Plot_Save.m” post-processes the output of the sampler to compute IRF, historical shocks, and the likelihood. 
In the code, DSGE_lambda corresponds to T0B in the text, while DSGE_lambda_S corresponds to T0V. 

Main options not used in the published paper: 
· MY_PRIOR = 0 runs the proxy VAR estimation with a flat prior, MY_PRIOR=1 uses some Minnesota-prior type shrinkage over the VAR dynamics. MY_PRIOR=2 is the DSGE-VAR prior used in the paper. 
· DO_IMPUTATION =0 treats the missing instruments as zero, rather than imputing their value.
· DO_IV allows selecting subsets of instruments. DO_IV=5 is the baseline.

Detailed instructions below.


Figure 1a: 
· Run main_IV_DSGE_VAR.m for DSGE_lambda_S in {0.2, 0.5, 1} and DSGE_lambda in {0.2, 0.5, 1, 2, 3, 4, 5, 7.5, 100}. (Values of DSGE_lambda>=100 are treated as infinite.)
· Set the path to Dynare in line 16 and/or 21. 
· The replication files are already set for the baseline model.
· To run the code more quickly, it may be advisable to set the number of kept draws “DD” and the number of GibbsSkip parameters to values lower than the default of 5,000 and 20, respectively.
· I have run the full model estimation on GPU-enabled Matlab servers with the option of “matlab –nojvm”. Consequently, the code has flags to use GPU versions of sub-routines. (Lines 14ff in main_IV_DSGE_VAR.m). 
· If needed, overwrite line 19 with line 17 also for non-PC computers.
· To run the code without the DSGE model prior (ie, the flat prior VAR), set MY_PRIOR to zero (or values other than “2”). 
· Run Plot_MDD_SNR.m
Figure 1b:
· Run main_IV_DSGE_VAR.m for DSGE_lambda_S in {0.25, 1} and DSGE_lambda in {0.2, 0.5, 1, 2, 3, 4, 5, 7.5, 100}. (Values of DSGE_lambda>=100 are treated as infinite.)
· Change WHICH_MODEL to “FORESIGHT+K” to change the underlying DSGE file, as well as the data. 
· Otherwise, proceed as for Figure 1a.
Figure 2:
· To replicate Figure 2, just run main_IV_DSGE_VAR.m with the default configuration (DSGE_lambda=4, DSGE_lambda_S=0.2, WHICH_MODEL=’’).
· The relevant IRFs are saved in the following format: “IRF_Y_X_[Suffix]_simple.eps”, where “Y” is the response variable, and “X” is the shocked variable, ie, either “G”, “Tax”, or “FFR”.
· The relevant response variables for Figure 2 are “G”, “Tax”, “real_rate“, and “PrivY”(for private output). The relevant shock variables are all three (“G”, “Tax”, and “FFR”).
· All figures are stored in VAR/Graphs/
Figure 3:
· To replicate Figure 3, follow the instructions for Figure 2, but select the following responses:
· Both “Mult” (overall multiplier) and “PrivMult” (private multiplier) for “G” and “Tax”
Figure 4: 
· To replicate Figure 4, first follow the instructions for Figure 2, followed by “Compare_DNS_IV.m”. 
· The relevant IRFs are saved in the following format: “DNS_IRF_Y_X_[Suffix].eps”, where “Y” is the response variable, and “X” is the shocked variable, ie, either “G”, “Tax”, or “FFR”.
· The relevant response variables for Figure 2 are “G”, “Tax”, “real_rate“, and “PrivY”(for private output). The relevant shock variables are all three (“G”, “Tax”, and “FFR”).
· All figures are stored in VAR/Graphs/
Figures 5 and 6: 
· To replicate Figures 5 and 6, follow the instructions for Figure 2, but select the following responses:
· Figure 5a: 
· Figure 5b:
· Figure 6:
Table 2:
· To replicate Table 2, run main_IV_DSGE_VAR.m with the default configuration (DSGE_lambda=4, DSGE_lambda_S=0.2, WHICH_MODEL=’’) as well as DSGE_lambda=100, DSGE_lambda_S=0.2, and DSGE_lambda=DSGE_lambda_S=100. 
· The entries are displayed in the run of my_VAR_Plot_Save, which is called during the run of the main file 
· One can also load the corresponding Data_....mat file in the VAR subfolder and execute the following lines of code:
· disp('shock correlations: DSGE vs VAR?');
· display(prctile(ShockCorr(:,:),[50 5 95])');
· disp('correlation of shock with instrument: VAR');
· display(prctile(squeeze(IV_Shock_Corr(:,:,1))',[50 5 95])');
· The entries for panel (a) are displayed following the line “shock correlations: DSGE vs VAR?”
· The entries for panel (b) are displayed following the line “correlation of shock with instrument: VAR”
Figure 7:
· To replicate Figure 7, run main_IV_DSGE_VAR.m with the default configuration (DSGE_lambda=4, DSGE_lambda_S=0.2, WHICH_MODEL=’’) as well as DSGE_lambda=4, DSGE_lambda_S=1, and DSGE_lambda=DSGE_lambda_S=100. 
· The individual panels are saved as Taylor_...l4-00-lS0-20…FFR-1.eps, Taylor_...l4-00-lS1-00…FFR-1.eps, and Taylor_...l100-00…FFR-1.eps
· All figures are stored in VAR/Graphs/
Figure 8:
· To replicate Figure 8, follow the instructions for Figure 1. 
· The figure for panel (a) is New_SNR3_update.eps 
(3 corresponding to DSGE_lambda=0.2, per line 75 in Plot_MDD_SNR.m)
· The figure for panel (b) is New_SNR1_update.eps 
(3 corresponding to DSGE_lambda=1.0, per line 73 in Plot_MDD_SNR.m)
· All figures are stored in VAR/Graphs/
