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Abstract. This study delves into the optimization of macroeconomic stability in emerging markets 

using advanced Dynamic Stochastic General Equilibrium (DSGE) models. Through rigorous 

econometric analysis, we explore how these models can predict and mitigate systemic risks. Our 

findings indicate that tailored DSGE frameworks significantly enhance fiscal and monetary policy 

efficiency. This research underscores the necessity for adopting model-based strategies tailored to 

the unique economic architectures of emerging economies, paving the way for improved global 

financial stability. 
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Introduction 

In today's increasingly interconnected global economy, emerging markets face a myriad of 

challenges in achieving macroeconomic stability. These economies are particularly 

vulnerable to external shocks, fluctuations in capital flows, and volatile commodity prices. 

The recent economic turbulence observed in the aftermath of the COVID-19 pandemic has 

underscored the pressing need for effective policy tools that can mitigate these risks and 

foster sustainable economic growth. Dynamic Stochastic General Equilibrium (DSGE) 

models have emerged as a robust framework for analyzing economic policies and 

forecasting macroeconomic trends. These models incorporate microeconomic principles 

with stochastic processes to simulate how economic agents respond to changes in policy 

and external conditions. Despite their theoretical appeal, the application of DSGE models in 



the context of emerging markets has been limited. This paper aims to bridge this gap by 

exploring the potential of DSGE models to enhance macroeconomic policy formulation in 

emerging markets. We employ a comprehensive econometric approach to assess the 

efficacy of these models in forecasting key economic indicators and their impact on policy 

outcomes. By tailoring the DSGE framework to accommodate the unique structural 

characteristics of emerging economies, this research provides valuable insights into 

optimizing macroeconomic stability. Following this introduction, the paper is organized as 

follows: Section 2 reviews the existing literature on DSGE models and their applications. 

Section 3 details the methodology utilized in our analysis. Section 4 presents the results, 

highlighting the model's implications for policy design. Finally, Section 5 discusses the 

findings and offers policy recommendations for emerging markets. 

This is a preliminary version. To read the full version of the article, please purchase a 

subscription. 
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