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Abstract: 

 

Identification of structural shocks in a VAR model is obtained by a linear transformation of the estimated 

residuals. This is known as  structural VAR, SVAR.  Clearly, this practice relies on fundamentalness of 

the structural shocks, which on the other hand is not usually a consequence  of the theory. I will review 

some of the solutions proposed, with particular attention to Dynamic Factor Models, DFM, and singular 

stochastic vectors.  I will also discuss the issue of measurement errors in macroeconomic variables and 

their treatment within DFMs. 
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