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Spillover Effects of ECB Monetary Policy on Hungary: A TVP-FAVAR Approach 

This paper investigates the effect of ECB monetary policy on Hungarian macrovariables in the period between 2000 and 2019. Shadow short rate proposed by Krippner (2013) is used as the indicator of monetary policy, which facilitates the analysis of conventional and unconventional monetary policy regimes in one single model. Bayesian TVP-FAVAR model is used to explore the evolution of monetary transmission mechanism over the period under examination. Findings include that an ECB monetary tightening has had negative spillover effect on Hungarian economic activity and prices and positive effect on BUBOR rate, however the size of the spillover effect has decreased over the period. The paper explores possible causes of the decrease and proposes further research avenues.
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