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ABSTRACTS Interbank Network Disruptions and the Real Economy
Shocks to the structure of the interbank lending network can have important macroeconomic
repercussions. This paper examines the impact of the dynamic structure of the interbank
lending network on interest rates and investment in the nonfinancial sector. By incorporating
a network of bank relationships into a general equilibrium model with monetary policy, I
show that the aggregate interest rate increases in response to a shock that destroys a large
fraction of bank relationships and decreases in response to a shock that destroys a small
fraction of relationships. Moreover, the shape of the interbank network matters for these
dynamics: the interest rate is least responsive to the network disruptions if the interbank
network is scale-free. Additionally, the amplification and propagation of the network shocks
depend on the corridor of the policy rates set by the central bank. In particular, as the
difference between the discount rate and the excess reserve rate decreases, the effect of a
network disruption on interest rates becomes less significant but more persistent, which in
turn leads to a smaller but more prolonged effect on the real sector.

Home Production, Employment, and Monetary Policy
I extend the textbook Dynamic New Keynesian (DNK) model to include home production
and labor supply decisions along both extensive and intensive margins. Home production
introduces an asymmetrical effect of wage changes on the employment rate and average labor
hours. As a result, the path of total labor hours over the business cycle becomes ambiguous.
When the elasticity of substitution between home and market goods is above a threshold
value of 2, the aggregate hours become procyclical. In contrast, the total labor hours are
always countercyclical in the textbook model. This discrepancy is important for monetary
policy: if a central bank excludes household production from its analysis, it mismeasures
the output gap. The resulting welfare loss equals 0.013 percent in terms of consumption
equivalent.
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