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TABLE 1
BUSINESS CYCLE STATISTICS FOR 8 OECD COUNTRIES

Relative Contemporaneous
Country a./a, 0./, %s/y Py plc,y) pli,y)
Australia 0.69 217 1.46 0.67 0.62 0.55
Canada 0.88 283 0.83 0.79 0.72 0.62
France 0.89 192 0.81 0.79 0.58 0.45
Germany 0.70 3.40 0.88 0.71 0.64 0.80
Ttaly 0.82 249 1.76 0.78 0.70 0.80
Japan L12 231 0.93 0.74 047 0.60
Switzerland 0.7 2388 150 0.70 0.74 0.73
United States 0.67 3.00 0.41 084 0.38 0.90

Correlation with
same U.S. variable Additional labor market

Country output consumption statistics for the U.S.
Australia 024 0.11 on/0y: 0.84
Canada 0.77 0.65 Cprod /0y - 0.57
France 0.50 028 N,y): 0.83
Germany 0.44 045 p(prod, y): 0.54
Italy 047 023 plprod, N): —-0.04
Japan 042 041
Switzerland 028 022
United States 1.00 1.00

m.mmmmamuswmmmmmmmmm
m&m(l%lhedaniﬁmmehmﬁmdwsuﬁﬁqmdimteﬂym
dam,ﬁthwmagenqhgbymnm.ﬁkkmememmwmxchoe,md
Kydland (1992) who graciously provided us with their data. .

muuxmmmmmmmm(lmxmmdamm
wsGtibue.Thedahiqmncﬂydataﬁmlﬁs:l-lms.lnthkuble,“mdenotuhborhpm
(hmmmbed),nd“pmtr’demwspmdwﬁvhymeduoutpmpermm.

All data has been detrended using the Hodrick-Prescott (1980) filter. .




TABLE 3

TREND STATIONARY SHOCKS
(1) Results for complete markets economy
(Z)Mnfmeoonmnyuadmgnmmmbmﬂsmdgoodsonly
Relative

Standard standard Correlation w /y, Othcr

@ @ (6) )] a1 @ (¢)) 2 a) )
Output 201 199 1.00 1.00 0.75 0.76 1.00 100 | y,y* -0.04 0.06
Consumption 097 0.98 048 049 081 0.81 0.82 084 C_.t_:’ 0.95 0.92
Investment 372 355 185 17 073 0.74 0.98 097 g 0.02 0.12
Labor 107 1.02 053 051 073 072 091 091 |N,N* —-070 -0.67
Wage 1.13 1.14 0.56 0.57 0.80 0.80 0.92 093 w."v‘ 075 0.72
Netexports 057 059 029 0.30 0.80 080 0.65 0.65 s, i 0.95 0.94
Bonds 000 322 000 1.62 0.00 098 0.00 023 |wN 0.66 0.69

“TABLE 4
UNIT ROOT IN PRODUCTIVITY
(1) Results for complete markets economy
(2)Remltsﬁxeoonomytndmgnomtmgembondundgoodsonly
Relative

Standard standard Correlation w /y, Other

Jeviati edon. P lag 0, Jati

o @ @ @ @M @ (00 V)] ) (V)]
Output 258 159 100 1.00 0.87 082 . 1.00 100 | y,y* -041 054
Consumption 1.03 167 040 105 0.82 080 0.72 085 | ¢, c* 089 -028
Investment 11.84 474 460 298 077 0.78 071 074 | i,i* -092 -050
Labor 158 071 061 045 089 0.78 0.93 019 |N,N* -091 -056
Wage 125 162 048 102 083 080 0.89 090 | w,w* 050 -0.11
Net exports 239 161 093 1.01 081 0.77 -0.18 -028 | s,i 074 0.04
Bonds 000 818 0.00 513 0.00 098 0.00 035 |w,N 066 —025
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correlations of HP-filtered simulations

correlations of HP-filtered simulations

BUSINESS CYCLES AND ASSET STRUCTURE

1r
LN e e
06 [ I
04 [
02 |-
0F
-02 E— —corr(y,y*)
- -.corr(c,c*)
04 | —corr(A,A*)
[ --corr(w,N)
-0.6 T L 1 1 I ! ! I ! 1
0.9 091 092 093 094 095 09 097 098 099 1
persistence parameter
FIGURE 1A
COMPLETE MARKETS MODEL WITHOUT SPILLOVERS
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FIGURE 1B

INCOMPLETE MARKETS MODEL WITHOUT SPILLOVERS
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RANDOM WALK PRODUCTIVITY WITHOUT SPILLOVERS!
QUANTITY RESPONSES TO POSITIVE PRODUCTIVITY SHOCK IN HOME COUNTRY
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RANDOM WALK PRODUCTIVITY WITHOUT SPILLOVERS:
PRICE AND INTEREST RATE RESPONSES TO POSITIVE PRODUCTIVITY SHOCK IN HOME COUNTRY
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TREND-STATIONARY PRODUCTIVITY WITH SPILLOVERS:
PRICE AND INTEREST RATE RESPONSES TO POSITIVE PRODUCTIVITY SHOCK IN HOME COUNTRY
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