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Overview of the paper

Using a model from the following manuscript:
I Fernández-Villaverde, J., & Rubio-Ramírez, J. F. (2006). A baseline DSGE model.

Unpublished manuscript.
Adding oil sector to it,
Calibrate it for Iran,
Comparing the simulated outcomes with real data from Iran in two sense:

I Simulated model with stochastic steady state
I Simulated model with deterministic steady state
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Main outcome

Stochastic S.S. is a better fit to Iran’s economy
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Minor comments
Equilibrium: the path towards long-run equilibrium (steady state)
Steady state: stationary equilibrium: a point on the equilibrium path where nothing
changes by time passing
Stable steady state: A steady state point in which the economy does not diverge by
receiveing a shock

Paydar==stable; A long-run equilibrium could be either stable or unstable
Ta’adol-e Mana= ta’adol-e boland moddat==steady state
Finally, what is Bayesian estimation in simple words? How do you update
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Minor comments
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Major Comments
Why stochastic steady state matters?
Any reason in the real world should be care about stochastic steady state?

The idea of stochastic trend in general equilibrium models first noticed by
Aguiar-Gopinath:

I Aguiar, M., & Gopinath, G. (2007). Emerging market business cycles: The cycle is the
trend. Journal of political Economy, 115(1), 69-102.

Their reason was that a standard RBC model could not explain V ar(C)/V ar(Y ) in
Mexico and some of Latin American Countries,

I Standard RBC: V arC/V arY < 1 due to consumption smoothing
I In real data for Mexico: V arC/V arY > 1

Aguiar and Gopinath explaind this fact by adding stochasticity to trend. Otherwise
their simulation could catch the data fact of Mexico.
However, for Iran, the V arC/V arY < 1 , which make me wonder why should we care about
stochastic trend/Steady state?
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Major comments
As much appreciate to publicize the codes, but, how stochastic vs. determinist differ
from each other?
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Major comments

The Taylor rule is not a plausible assumption for Iran.
It is just a formulation by a university professor to frame the Fed’s acts for teaching
and research purposes, not a real thing.
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