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FIGURE 10. GDP: supply and demand factors
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Notes: Panel (A) illustrates the decomposition of the cyclical component of GDP (or output gap), denoted as
C
(∆y)
t

in (6), into demand-driven and supply-driven components. As expressed in (10), C
(∆y)
t

is an affine func-
tion of {Y1,t, . . . ,Y4,t}. The classification of these factors as demand or supply is based on the sign of the
loadings δπ and δ∆y (see Subsection 5.1). The orange bars (and blue, respectively) indicate the proportion of
C
(∆y)
t

attributable to demand-driven factors Yi,t. Panel (B) displays the decomposition of the year-on-year GDP
growth rate, which is a linear function of Yt and its lags.


