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Abstract

Monetary policy effects are generally perceived to be similar across
regions within a country. For this reason, monetary authorities have not
taken into consideration region-specific information when conducting
analysis on policy effects and policy-related decisions.

There have been studies on monetary policies and their differential
effects on local region in large areas facilitating great diversity as the
US. or the EU. One of the main results shows that US. monetary
policy has differential regional effects across regions and so does EU
monetary policy on its member states.

For the possibility of differences in monetary policy effects since the
local self-government system was launched in Korea in 1995, it seems
necessary to analyze the effects of monetary policy on the real economy
across the local regions.

In this paper, we empirically analyze the differential regional impacts
of monetary policy on 16 local governments in Korea and examine the
factors that have caused such differences. The result from the impulse
response analysis of GRDP shows that monetary policy itself has
significant effects throughout the country and that its short-term effect
differs across regions. Also, there are significant cross-regional differences
in the short run; however, such differences disappear over time.
Especially, the regional differences in short-term monetary effects are
attributable to the share of interest-sensitive industries, that small and

medium-sized firms, and interregional linkages.

% Key words: Monetary Policy, Regional Analysis, GVAR
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o -1.253 1.233"™ -8.956"" 0.186
&t 0.066 1.235™ -9.138™ 0.068
7371 -0.955 1.237" -9.580™" 0.127
et -0.766 1.236™" -7.249™ 0.090
) -0.483 1.233"™ -8.726™ 0.061
kel -0.747 1.2317 -9.206™" 0.103
A5 -0.827 1.233™ -9.168™ 0.116
A -0.724 1.232" -9.290™" 0.089
35 -0.648 1.229™ -9.492™ 0.091
3 -0.537 1.233™ -9.077" 0.056
al -1.275 1.235™" -5.227" 0.157
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TEHS 1XERHE2
ADFZAX KPSSZZ ADFZAX KPSSZAH
AL -1.102 0,824 -5.525% 0.047
By -2.540 0.423* -6, 237 0.052
o+t -2.189 1,040** -6.583"* 0.148
ol A -0.070 1.213%= -6,815%* 0.061
S -0.608 1,219% -7.028%* 0.060
A -1.585 1,217% -6.890%++ 0.224
24k -2,911* 0.967%* -7.385%w 0.084
A7) -0.814 1,238% -6.532% 0.084
701‘% -1.071 1.129%= -6,382%* 0.040
21 0.601 1,327+ -11,556%* 0.153
racl 1.398 1,205%* -9,364%* 0.254
HE -2.823 0.141%* -10,500%* 0.203
A -1.927 1,174% -9.327% 0.125
AE -1.354 1,077 11,136 0.256
e 2,514 0.279 9.121% 0.087
7\1] + -0.140 1.191%= -5.0971%* 0.043
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