
	[bookmark: nev]ORSOLYA CSORTOS
Economic Analyst
MSc, 2. semester
Corvinus University of Budapest
Faculty of Economics
	






Supervisor:
	Dániel Baksa
economist,  National Bank of Hungary




Financial Crisis... Rising Oil Prices... Interest Rate Hike?

In this paper, I investigate a current economic question, namely how monetary policy after the global financial crisis, in at time of rising oil prices, would be able to implement its primary objective, maintaining price stability. Moreover, the paper also addresses how economic recovery could be best promoted.
The first section of my paper emphasizes the relevance of the issue and presents the course of the main macroeconomic variables, the energy prices and the monetary policy in the European Union in the last 10 years. After this, with the aim of answering the previous question, I design a DSGE model and in the second section, I demonstrate the behaviour equations, the solving, the equilibrium and log-linear equations of this model, plus the calibration of its steady state. In the next section, in the course of stochastic shock simulation, I analyze the consequences of an investment, an import price and a monetary policy shock to a stylized economy.
In the wake of answering the above question in the fourth section I present a stylized economy which illustrates the economic consequences of the financial crisis of 2008 and passes through a 10-20 percentile oil price increase (which is experienced in our days, too). I finally investigate how under these circumstances, monetary policy would be able to maintain price stability and to promote the renewed economic recovery the most efficiently (tightening in accordance with my model, increasing the interest rate by more than my model supposed or keeping the interest rate unchanged).
The conclusion of my paper is that tighter monetary policy would decelerate the main macroeconomic variables’ growth rate only in the short run, but in the long run it would contribute to their more dynamic growth. Besides this, this monetary policy would achieve the primary objective, maintaining the price stability, thus, according to my model, this provision would be the most benign for the European economy.



