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Table 1. Prior distributions for model paramet&r$ andD.

Parameter Meaning Location Scale Degrees 8kew Sign
freedon restrictior
Priors affecting contemporaneous coefficiehts
Studentt distribution
Oil supply elasticity 0.1 0.2 3 --
Effect ofp on. 10.05 0.1 3 -
economic activit
Income elasticity of oil 0.7 0.2 3 __
deman:
Oil demand elasticity -0.1 0.2 3 --
Effect ofq on oil 0 0.5 3 -- none
inventorie:
Effect ofp on 0 0.5 3 -- none
oil inventorie:
Effect of economic 08 0.2 3 . none
activity shock ory
Beta distribution
_ Fra(_:t|on of 06 01 B _
inventorie: observe
Importance of inventory 0.25 0.12 B B
measurement err
Asymmetrc t distributior
Determinant o 0.6 1.6 3 2 none
Priors for structural varianc&A
Gamma distributio
Reciprocal of variance - - --
Priors for lagged structural coefficier@$A,D
Normal distributiol
Lagged supply response 0.1 eq (44) - -- none
Lagged demand response -0.1 eq (44) -- -- none
I All other 0 eq (44) -- -- none

Notes to Table 1. For Studardnd Normal distributions the location parametérseto the mode; for Beta
and Gamma distributions the location parametehésrhean and the scale parameter is the standard

deviation.
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Table 2. Prior and posterior probabilities that impact of a specified structural shock on the
indicated variable is positive.

Oil supply shock Economic activity ~ Oil consumption Oil inventory
shock demand shock demand shock
1) 2 (©), 4) ©) (6) @) 8

Prior Posterio Prior Posterio  Prior Posteriol Prior Posterio

Variable
q 0.91¢ 1.00( 0.97¢ 1.00( 0.97: 1.00( 0.97: 1.00(¢
y 0.85¢ 1.00( 1.00( 1.00( 0.027 0.00c 0.027 0.00c
p 0.141 0.00c 0.97¢ 1.00( 0.97: 1.00( 0.97: 1.00(

i 0.69¢ 0.20¢ 0.23¢ 0.16t 0.23¢ 0.16¢ 0.97: 1.00C

Table 3. Sensitivity of parameter inference whes hveight is placed on various components of
the prior.

Benchmark Sggfrll);r?dn | m:)(;trufgar Measure- Pre-1975 sl'[_riljgc%ﬁgll R?Aeclial\il/(i:tﬁ
Lo ment error data .
elasticities coefficients WTI
(1) (2) (3) (4) (5) (6) (7)

A. Short-run price elasticity of oil supply o
0.15 0.11 0.15 0.15 0.14 0.14 0.13
(0.09022) (0.06,0.1¢ (0.1, 0.z2)  (0.09,0.24  (0.09,0.23  (0.10,0.22  (0.09, 0.21
B. Short-run price elasticity of oil demand ¢
-0.35 -0.47 -0.35 -0.35 -0.35 -0.35 -0.31
(-0.51-0.24 (-0.78 -0.28' (-0.49,-0.24) (-0.53,-0.23 (-0.50,-0.24 (-0.48,-0.24  (-0.45,-0.20

C. Effect of oil supply shock that raisesreal oil price by 10% on economic activity 12 months later

-0.50 -0.62 -0.50 -0.50 -0.35 -0.52 -0.55
(-0.91-0.17 (-1.20-0.22, (-0.89,-0.17) (-0.92-0.16 (-0.74-0.03 (-0.92-0.16 (-0.91-0.24

D. Effect of oil consumption demand shock that raises real oil price by 10% on economic activity
12 months later

0.13 0.05 0.13 0.14 0.21 0.04 0.02
(-0.14 0.44 (-0.210.36 (-0.140.44) (-0.140.49 (-0.050.51 (-0.250.37  (-0.22 0.31

E. Effect of oil inventory demand shock that raises real oil price by 10% on economic activity
12 months later

-0.36 -0.46 -0.35 -0.35 -0.14 -0.55 -0.41
(-0.81 0.07. (-1.02-0.02. (-0.8(,0.07) (-0.920.12 (-0.57 0.28 (-1.04-0.09] (-0.83-0.02,

Notes to Table 3. Table reports posterior mediam@id) and 68% credibility regions (in parenth¢des
indicated magnitudes. Baseline uses priors spddifidfable 1. Alternatives put less weight on iadéd
component of the prior as detailed in the text.
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Figure 9. Actual changes in oil prices (red dotires) and median estimate of historical contritntdf

separate structural shocks (blue lines) with 95%igrar credibility regions (blue shaded) for baseH-
variable model.
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Figure F-1. Prior and posterior distributions forete different examples of truncated Studgartors and
for Kilian-Murphy uniform prior.



