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Properties of Business Cycles in OECD Economies

Standard Ratio of Standard Deviation

Deviation (%) to That of y Correlation with Output
Autocorr.

Country y nx c x 2 n z y ‘el x g nx n z
Australia 145 1.23 0.66 2.78 1.28 0.34 1.00 .60 46 67 - .15 —-.01 12 98
Austria 1.28 1.15 1.14 2.92 0.36 123 0.84 57 65 75 —~.24 —.46 58 65
Canada 1.50 0.78 0.85 2.80 0.77 0.86 0.74 .79 .83 52 -23 -.26 .69 84
France 0.90 0.82 099 296 0.71 0.55 0.76 .78 61 .79 25 -.30 a7 96
Germany 1.51 0.79 090 - 293 0.81 0.61 0.83 65 66 84 .26 -.11 59 93
italy 1.69 1.33 0.78 1.95 0.42 044 0.92 .85 82 86 01 —.68 42 96
japan 135 0.93 1.09 241 0.79 0.36 0.88 .80 .80 90 -02 -22 60 98
Switzerland 1.92 1.32 0.74 230 0.53 0.71 0.67 90 81 82 27 —.68 84 .93
United Kingdom 1.61 1.19 1.15 229 0.69 0.68 0.88 63 74 59 05 -.19 47 90
United States 1.92 0.52 0.75 3.27 0.75 0.61 0.68 86 82 94 12 -.37 88 .96

85

Europe 10t . 0500 083 209 047 085 098 75 81 89 d0 =25 32

Notes: Statistics are-based on Hodrick-Prescott-filtered data. Variables are y, real output; ¢, real consumption; x, real fixed investment; g real government purchases; nx,
ratio of net exports to output, both at current prices; #, civilian employment; z, Solow residual, defined in text. Except for the ratio of net exports to output, statistics refer
to logarithms of variables. Data are quarterly from the OECD’s Quarterly National Accounts, except employment, which is from the OECD’s Main Economic Indicators.
‘The sample period is 1970:1 to 1990:I1, : o Gien e eiide s S

International Comovemenis in OECD Economies

Correlation of Each Country’s Variable
with Same U.S. Variable

Counsry y c x g n
Australia 51 -.19 .16 23 -18
Austria 38 23 46 29 A7
Canada .76 49 -0 -01 .53
France 41 .39 22 =20 26
Germany .69 49 55 28 .52
Ttaly 41 .02 31 09 -0t
Japan .60 44 .56 11 32
Switzerland 42 40 38 .01 36

United Kingdom .55 42 40 —-04 69
Europe .66 S1 53 .18 33 .
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Business Cycles in Theoretical Economies

A. Business Cycle Properties

Standard Ratio of Standard Deviation
Deviation (%) to That of y Correlation with Output
8 Autocorr. 5
Economy y nx c x n z y c x nx n z
U.S. data 192 052 YA 327 61 68 .86 82 94 -.37 .88 96
Benchmark 150 377 42 10.99 50 .67 62 g1 21 01 93 89
Transport cost 1.35 0.37 47 291 47 75 .61 81 92 23 92 98
Autarky 1.26 54 2.65 91 .99 .62 90 96 91 99
B. infernational Comovements
Correlation of Foreign and
Domestic Variables
Economy y c x n z

U.S. data 66 .51 53 .33 .56

Benchmark =21 .88 -9 -9 25

Transportcost —.05 .89 48 —.48 25

Autarky ' .08 S56 -31 -.31 25

Notes: Statistics are based on Hodrick-Prescoti-filtered data. Variables are defined in notes to Table 11.1, Entries are averages over twenty
simulations of length 100. The data column refers to the United States in part A and to correlation between the United States and Europe in

part B.
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Properties of the Terms of Trade in OECD Economies

Correlation of:

SD Autocorr. e

Country p(%) P (p, nx) (€59
Australia 5.78 82 -.10 -27
Austria 1.73 46 ~.24 .04
Canada 2.99 85 05 -05
France 3.52 75 -.50 -13
Germany 2.66 85 —-.08 -.11
Ttaly 3.50 i —.66 38
Japan 724 86 -.56 -22
Switzerland 2.85 .88 -.61 41
United Kingdom 3.4 .80 -.58 09
Europe 3.68 83 30 -20

Notes: Statistics are based on Hodrick-Prescott—filtered data. Variables
are p, terms of trade, relative price of imports to exports; y, real output; nx,
ratio of net exports to cutput, both at current prices. Except for the ratio
of net exports to output, statistics refer to logarithms of variables. Most
variables are from the OECD’s Quarterly National Accounts. The sample

period is 1970:1 to 1990:IL

Properties of the Terms of Trade in Theoretical Economics

Correlation of:
SD Autocorr. .
Country p(%) P @m0y
U.S. data 3.68 83 30 —50
Benchmark 0.48 .83 —-41 49
Two shocks (technology and
government spending) 0.57 67 —.05 39
Large import share 0.66 83 —41 55
Small elasticity 0.76 77 —.80 51

Notes: Statistics are based on Hodrick-Prescott-filtered data. ‘Variables are defined
in the notes to Table 11.5. FnuiesareavuagwoverZOsimulaﬁonsoﬂengﬂ: 100. The

data column refers to the United States.
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Standard Deviation

Terms of Trade
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Elasticity of Substitution
Figure 11.4 Effects of Varying the Elasticity- of Substitution between Foreign and
Domestic Goods on the Volatility of the Terms of Trade and the impori Ratio
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