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7] 3 GDP 57 s | 18] 2(2002) | fE £1(2004)

1973~1980 6.5913 8.0597

1981 ~1985 8.1861 8.0949

1986 ~1990 9.6057 9.1605

1991 ~1996 7.3795 6.8355

1997~2000 1.4644 4.1107
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[Abstract]

Currency Crisis and Potential
Growth Rate of Korea

Jinho Bae

To investigate how Korea's potential to grow has been affected by
the 1997 currency crisis, this paper estimates its potential growth
rates over time, using an unobserved components model. Unlike ex-
isting studies, the model accounts for heteroskedasticity to make an
efficient use of information contained in GDP growth rates, and the
parameter determining the extent of time variation in potential
growth rates is estimated free of bias. For 1970~2004, (1) there is
strong evidence that the potential growth rates become more variable
due to the crisis, (2) the estimates of post-crisis potential growth
rates are lower than those of crisis period, suggesting that the crisis
has had an adverse impact on Korea’'s potential to grow, and (3) the
average of post-2000 potential growth rate estimates is about 3.7%,
indicating that policy authorities and private research institutes have

been too optimistic about Korea's potential to grow.

Keywords: Potential Growth, Currency Crisis, Unobserved Compo—
nents Model
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