A Review of the Non-Fundamental Shocks
Problem in SVAR Analysis

Nasser Khiabani' naser.khiabani@atu.ac.ir
Shalaleh Sahafi?

Received: 01/Mar/2025 | Accepted: 24/Dec/2025

Abstract Classic SVAR analyses, either explicitly or implicitly, are based
on the assumption that structural shocks belong to the vector space formed
by a limited number of observable variables and can be identified through the
historical data analysis of these variables. If this assumption is violated, the
information obtained from such analyses will not be sufficient to serve as a
basis for evaluating the validity of theoretical models or structural analyses.
This issue is known as the non-fundamental shocks problem. In the present
study, by reviewing the relevant literature, we will address the core of the
non-fundamental shocks problem, the reasons behind its occurrence, and
the methods to resolve it.
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