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This research project made two major academic contributions. First, I
estimated a medium-scale DSGE model with a deflation steady state for the Japanese economy during
the period from 1999 to 2013, when the Bank of Japan conducted a zero interest rate policy and the
inflation rate was almost always negative, and revealed the characteristics of the economy during
the period. Second, | found that the estimates of parameters and the natural interest rate in a DSGE

model could be substantially biased if the zero lower bound constraint on the nominal interest rate
was not taken into account in estimation.
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