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Abstract 
 

Drawing on the European Commission’s Autumn forecasts, I estimate 
fiscal reaction functions with four different information sets, ranging 
from budget plans to final outcomes. I also analyse deviations from 
plans during budget implementation. In a panel of 15 EU countries 
from 1987 to 2006, moving from plans to final data generally weakens 
the counter-cyclicality of budget balances and expenditures (though 
not of revenues), and reinforces electoral effects. Deviations from 
plans play a negligible role in the former finding, as they are often a-
cyclical; but have a major role in the latter, as they display a clear 
opportunistic pattern. 
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1. INTRODUCTION 
 
This paper analyses fiscal behaviour in the light of alternative information sets, ranging from 
the data available to policymakers when budgets are drafted (which in the literature is often 
referred to as “real-time data”) to the latest release of fiscal and macroeconomic time series 
covering past years. Fiscal reaction functions are estimated for the widely used cyclically-
adjusted primary balance (CAPB), but also for its components on the revenue and expenditure 
sides. A particular emphasis is placed on the response to cyclical conditions, found to be the 
feature of fiscal behaviour which varies the most across different information sets; but other 
aspects of fiscal policy, such as the presence of opportunistic electoral effects, are considered 
as well. Further, I investigate to what extent deviations from fiscal plans during budget 
implementation play a role in explaining differences between results with ex-ante or with ex-
post data. 
 
Fiscal policy cyclicality has been under close scrutiny in recent years. Part of the interest in the 
topic stems from the stabilization role of fiscal policy, arguably made more important in a 
monetary union context (due to the possibility of asymmetric shocks), and intensely appealed 
to in the current crisis. However, cyclicality also matters from a more long-run perspective: the 
well-known problem of “pro-cyclicality in good times” poses a threat to fiscal sustainability, 
insofar as the accumulation of public debt in a recession is not (sufficiently) reversed during 
the following economic expansion. 
 
Over the past decade several studies have highlighted the importance of analyzing monetary 
policy rules on the basis of real-time data – i.e., information (estimates or forecasts) actually 
available at the time of monetary policy decision-making (e.g. Orphanides, 2001). More 
recently, this informational problem has also been taken on board as regards fiscal reaction 
functions. However, while in the case of monetary policy data revisions are confined to the 
macroeconomic variables to which interest rates respond (such as inflation or the output gap), 
fiscal indicators themselves are exposed to uncertainty. The latter stems from a variety of 
sources: for instance, misperceived macroeconomic conditions (which lead to revisions in 
cyclically-adjusted fiscal variables if potential output is reassessed) and departures from fiscal 
plans at the implementation stage. The implications of evolving information sets are therefore 
even wider in fiscal than in monetary policy. 
  
As far as the literature on fiscal policy in real time is concerned, a number of early 
contributions (Forni and Momigliano, 2004; Golinelli and Momigliano, 2006) estimate 
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reaction functions where the use of real-time data is limited to the output gap and, in some 
cases, to a few other right-hand-side variables (e.g. the lagged primary balance). More recent 
papers – Cimadomo (2008), Giuliodori and Beetsma (2008), Beetsma and Giuliodori (2008), 
Bernoth et al. (2008) – extend the use of real-time information to the dependent variable 
(usually the CAPB), and thus ensure that the different variables in a fiscal reaction function 
belong to a common information set. Most of these studies focus on fiscal cyclicality, and 
share the conclusion that fiscal policy responds more counter-cyclically to real-time output 
gaps than to ex-post ones. These divergent results between ex-ante and ex-post data are 
accounted for by the fact that data revisions tend to move the output gap and the CAPB in 
opposite directions, and thus increase pro-cyclicality. The latter is hence a problem of 
“misinformation rather than malintention” (Bernoth et al., 2008, p. 23). 
 
To avoid the possible window dressing of national budgets, all the abovementioned studies use 
December issues of the OECD Economic Outlook as the source for real-time data. In this 
paper, I draw on the European Commission’s Autumn forecasts instead. There are a number of 
motivations for this choice. The Commission started to publish output gap and CAPB forecasts 
later than the OECD, but was first to decompose budget balance projections into revenues and 
expenditures. By circumventing the absence of an explicit output gap forecast with a proxy 
based on GDP growth, I am able to work with a longer sample (starting in 1987 rather than in 
1995, as is the case in most previous contributions) and, more importantly, to study real-time 
fiscal behaviour on the revenue and expenditure sides, instead of considering the budget 
balance alone. Using Commission forecasts also makes it possible to check to what extent 
previous findings are specific to OECD figures; as shown by Golinelli and Momigliano (2008), 
cyclicality results can be affected by the source of fiscal data.  
 
This paper adds to the literature on fiscal policy in real time in two further aspects. First, I 
study whether deviations from fiscal plans during budgetary implementation help explain 
differences between ex-ante and ex-post policy. For instance, a strong pro-cyclical behaviour 
in those deviations would contribute (with some malintention involved…) to the general 
pattern of cyclicality findings in previous studies. Yet, to my knowledge, an explicit analysis of 
updates to original fiscal plans has so far only been undertaken in Beetsma and Giuliodori 
(2008). Second, the treatment of alternative information sets is more comprehensive than in 
previous contributions, as reaction functions are estimated for (i) one-year-ahead forecasts, (ii) 
current-year estimates, (iii) provisional outcomes and (iv) final outcomes. 
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In a sample of 15 European Union (EU) countries in the 1987-2006 period, I find anti-
cyclicality to wane from plans to final outcomes, and trace this phenomenon to public 
expenditure. Electoral effects also vary across information sets: they seem absent from planned 
policy, but become apparent as soon as one moves to current-year estimates. Updates in fiscal 
plans at the implementation stage are mostly a-cyclical, and thus of second-order importance to 
overall fiscal cyclicality; but are found to be highly responsive to parliamentary elections. 
 
The remainder of this paper is organized as follows. The next section describes the dataset and 
reports some summary statistics on data revisions. Section 3 presents the specification of fiscal 
reaction functions and the ensuing estimation results for alternative information sets. Section 4 
deals with deviations from fiscal plans during budget implementation. The final section offers 
some concluding remarks.  
 
 
2. DATA, NOTATION AND TERMINOLOGY 
 
I start by defining the notation and terminology used throughout. Let 
 

st
tiX +

,  
 
denote the value of variable X in country i and year t, as released in the European Commission 
Autumn forecasts of year t+s. Each issue of these forecasts constitutes a different data vintage. 
The status of data is given by index s. For instance, s = -1 indicates forecast status, i.e., 
forecasts for year t prepared in the Autumn of t-1; s = 0 implies current-year estimates; and s = 
1 stands for (generally) provisional figures, released in the following Autumn. 
 
Data vintages used in this study run from 1986 to 2007, defining a window of 20 years (1987-
2006) for which forecasts, estimates and provisional figures are available. The latest vintage 
(Autumn 2007) also yields what will be called final data (i.e., conventional time series, with 
values for different years from the same release), which for comparability has also been 
collected for the 1987-2006 time span1. As for country coverage, the sample includes the 15 
EU members prior to the 2004 enlargement (EU15 henceforth), though most figures for 
Austria, Finland and Sweden are only available from 1995 onwards2. 

                                                 
1 Sometimes referred to as data of final status, though in this case it is t+s, rather than s, which stays constant. 
Notice further that for year 2006 provisional and final figures are actually the same. 
2 It would be possible to consider some vintages before 1986 as well, but they contain information for still fewer 
countries. 
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From each vintage, 5 fiscal variables are collected (all in % of GDP): the budget balance (B), 
total revenue (R), total expenditure (E), interest payments (I) and public debt (D). Before 2000, 
variables I and D were often not reported in the issue of European Economy devoted to the 
presentation of Autumn forecasts, but could be retrieved from different issues of that 
publication making explicit reference to the respective Autumn forecasts as their source3. I 
further collect from each vintage a time series of real GDP growth from 1960 onwards, which 
is used for output gap estimation as described below. The Appendix deals with more detailed 
data management issues, such as missing values and consistency checks. 
 
The European Commission only started to publish forecasts for cyclically-adjusted balances 
(CAB) and for output gaps in 1997 and in 2000, respectively. Further, the methodology of 
cyclical adjustment has not remained constant4. Taking account of these limitations, I have 
decided to construct estimates of output gaps for all the vintages in the sample through a 
uniform methodology based on GDP growth (a similar approach is followed by Gollinelli and 
Momigliano, 2006). The ensuing gaps are then used in the cyclical adjustment of fiscal 
variables. 
 
Gaps are based on the Christiano-Fitzgerald (CF) filter, since its end-of-sample properties are 
arguably better than those of popular alternatives, such as the Baxter-King or Hodrick-Prescott 
(HP) filters (see Christiano and Fitzgerald, 2003). For vintage t+s, I construct an index of real 
GDP from 1960 to year t+s+2 (using the time series of growth rates), and run the CF filter to 
estimate the output gap until year t+s+15. I then derive the cyclically-adjusted revenue (CAR), 
primary expenditure (CAPE) and primary balance (CAPB) – all in percentage of potential 
output – following the method of the Commission (European Commission, 2006, pp. 115-119). 
This approach subsumes the elasticities (with respect to the output gap) of the several 
cyclically-sensitive items into two budgetary sensitivity parameters, one for revenue (εR) and 
the other for expenditure(εE)6. Formally: 
                                                 
3 For instance, until 2001 Autumn forecasts were published in Supplement A to European Economy. Other issues 
of European Economy drawing on those forecasts include the so-called Annual Economic Reports. 
4 For instance, in the Autumn 2000 and Autumn 2001 vintages CAB figures were based on output gaps estimated 
through the Hodrick-Prescott filter, while in the Autumn 2002 reported CAB data were computed using production 
function-based gaps.  
5 The filter is applied to log(GDP) and assumes that cyclical fluctuations correspond to the 2-10 years frequency 
range. Before 1990 Autumn forecasts did not include year t+s+2, and thus the t+s+1 gap had to be estimated with 
a time series ending in that same year. While acknowledging that it would be desirable to extend further the series 
for GDP, I wish to avoid arbitrary (though commonly used) extension procedures, such as extrapolation based on 
ARIMA models.  
6 For simplicity these parameters are only allowed to vary across countries, though in reality they also change over 
time (for instance, they tend to increase with the size of the public sector). Using final data, I have computed the 
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For consistency with the OECD Economic Outlook, which has been the source of real-time 
fiscal data in previous studies, proceeds from UMTS licenses (recorded as negative 
expenditure) are excluded when computing variables CAPE and CAPB7. As is well known, 
many other one-off and temporary measures have taken place in EU countries, which for data 
limitations are not netted out above, but will be dealt with in the following sections. 
 
To put into perspective this paper’s output gap estimates, Table 1 provides a comparison with 
two alternative measures computed by the Commission, one based on the HP filter and the 
other on a production function (PF) approach (all three estimates refer to final data, i.e., from 
the Autumn 2007 vintage). The CF-based gap has a much smaller standard deviation, taking 
values that in absolute terms are often just over half of those obtained by alternative methods. 
However, it remains highly correlated with its counterparts (correlation coefficients of 0.76 and 
0.77 with HP-based and PF-based gaps, respectively), thus capturing essentially the same 
cyclical patterns. 
 
Output gaps and fiscal variables are subject to revisions in successive data vintages. Gaps may 
change due to unexpected developments in actual GDP or to reassessments of an economy’s 
potential output. Revisions in cyclically-adjusted fiscal aggregates may correspond to 
differences between planned and implemented policy, to late disclosure of fiscal outcomes, to 
methodological changes or to revisions in the output gap itself. For a given variable Xi,t, I 
denote the difference between vintages t+s and t+s’ as 
 

'
,,

',
,

st
ti

st
ti

stst
ti XXX ++++ −= .         (4) 

 

                                                                                                                                                          
implicit sensitivity parameters for each country and year, and checked that ignoring the time variation has a 
negligible impact on results (Additional Appendix, Table A.1). 
7 This has required collecting UMTS figures from several editions of the Autumn forecasts (as for the other fiscal 
variables), and in particular distinguishing forecast from realized values. 
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Table 2 reports mean absolute revisions for two choices of vintages: the difference between 
estimates and forecasts ( 1,

,
−tt

tiX ), and the difference between final values and estimates 
( t

tiX ,2007
, ). As far as fiscal variables are concerned, one expects the former difference to be 

largely (though not exclusively) induced by deviations from fiscal plans during budget 
implementation, either in response to cyclical developments or to other motivations; whereas 
the latter difference should mainly be driven by other factors, such as methodological changes 
or output gap revisions. 
 
In line with previous studies, Table 2 shows that data revisions are substantial, both for output 
gaps and for fiscal variables8. One also observes that, in an overwhelming majority of cases, 
revisions from current-year estimates to final data are larger than revisions from forecasts to 
estimates. Further, revenues and expenditures tend to undergo larger revisions than the budget 
balance, especially from estimates to final data, which suggests an enhanced vulnerability to 
methodological changes. 
  
To conclude this section, Table 3 presents correlations between revisions in the output gap and 
revisions in fiscal variables. The latter are taken in first differences, rather than in levels, so as 
to minimize the impact of methodological changes. In the case of revisions from forecasts to 
estimates, correlations tend to be rather small, suggesting a fairly muted response to new 
information about cyclical conditions during budget implementation. However, as one moves 
from current-year estimates to final data, correlations become somewhat stronger for variables 
CAPB and CAPE, implying that cyclicality patterns may vary with data status. Both issues will 
be taken up in what follows. 

                                                 
8 When compared with mean absolute revisions reported by Cimadomo (2008) or Bernoth et al. (2008), who use 
OECD data, figures in Table 2 tend to be smaller for output gaps (for the reasons presented before), but also for 
the CAPB. However, the comparison is hampered by differences in samples and (sometimes) in the precise 
definition of revisions. 
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3. PLANNED VERSUS EX-POST FISCAL POLICY 
 
3.1. Empirical specification 
 
I estimate fiscal reaction functions of the form 
 

titi
st

ti
st

ti
st

tii
st

ti uxDFVGAPcFV ,,1,31,2,1, ' +++++=∆ +
−

+
−

++ γβββ ,     (5) 
 
where FV is the fiscal variable of interest (CAPB, CAR or CAPE, always relative to potential 
output), GAP is the Christiano-Fitzgerald output gap, D is the debt-to-GDP ratio, and x is a 
vector of variables which control for electoral effects and for the impact of European fiscal 
rules. The differenced dependent variable is defined as st

ti
st

ti
st

ti FVFVFV +
−

++ −=∆ 1,,, . 
 
Dummy variables are defined for parliamentary elections, both considering all such elections 
(variable ELEC) and disaggregating them into regular elections (held in the final 6 months of a 
full term; variable ELECR) and early elections (variable ELECE). I draw on data compiled by 
Golinelli and Momigliano (2006) for 11 Euro Area countries and kindly made available by the 
authors, extending their sample with similar criteria and primary sources. 
 
As for European fiscal rules, variables MAAS and SGP intend to capture the need for fiscal 
adjustment in the run-up to monetary union and under the Stability and Growth Pact (SGP), 
respectively. The former is defined as )1997()3( ,, tBMAAS st

ti
st

ti −+= ++ for Euro Area 
countries, 3, −<+st

tiB  and t between 1992 and 1996; and equals zero elsewhere. As regards the 
latter, 2)3( ,, += ++ st

ti
st

ti BSGP  for Euro Area countries, 3, −<+st
tiB  and t from 1997 onwards; and 

takes value zero elsewhere9. More negative values indicate a stronger need for consolidation. 
In the equation above these variables are lagged one period (i.e., they are entered 
as st

tiMAAS +
−1, and st

tiSGP +
−1, ), to capture fiscal conditions at the time of preparing the budget for the 

following year. 
 
Equation (5) includes country fixed effects (ci), but not time fixed effects. Including the latter 
would, in my view, fundamentally change the interpretation of the cyclicality parameter (β1), 
since the coefficients of time effects would tend to capture fiscal responses to common shocks. 
 

                                                 
9 In the case of Greece, timings are adjusted: in the denominator of MAAS 1997 becomes 1999 and this variable is 
defined for t=1992,…,1998, whereas SGP can take non-zero values from 1999 onwards. Variables identical or 
close to these can be found in Golinelli and Momigliano (2006) or in Beetsma and Giuliodori (2008). 
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All variables in the fiscal reaction function are from the same vintage, hence minimizing the 
risk that the relationship between the regressand and the regressors is blurred by 
methodological changes. A common vintage also implies a common information set, i.e., a 
contemporaneous assessment of fiscal and macroeconomic conditions. Four versions of 
equation (5) are estimated, corresponding to differences in data status. Estimation with s = -1 
corresponds to the analysis of planned fiscal policy; s = 0 yields an assessment of fiscal 
behaviour on the basis of current-year estimates, already incorporating information which 
becomes available during budget implementation; s = 1 adds one more year to the information 
set, studying fiscal policy with provisional data (available in the following Autumn); finally, 
t+s = 2007 corresponds to the conventional use of ex-post data, i.e., of the latest available 
information10. From this point of view, our paper is more encompassing than previous 
contributions, which used subsets of the four possibilities considered here11. 
 
3.2. Results 
 
I first analyse results obtained for variable CAPB, and then turn to its disaggregation into 
revenues and expenditures. In each case fiscal reaction functions were estimated both by least 
squares (lagging the output gap, i.e., taking st

tiGAP +
−1, , to avoid endogeneity problems12) and by 

GMM. 
 
Table 4 reports least squares results for the CAPB. In line with most of the literature, the anti-
cyclicality of fiscal policy tends to wane as one moves from plans to final outcomes. Planned 
fiscal policy is strongly counter-cyclical, whereas policy assessed on the basis of final 
outcomes is essentially a-cyclical. The output gap coefficients are numerically bigger than in 
previous studies, which mainly stems from the fact that gaps in this paper are themselves 
smaller (in absolute terms)13. When considering separately the reactions to positive and 
negative output gaps14, it emerges that the decline in counter-cyclicality is somewhat stronger 

                                                 
10 In an attempt to align the electoral dummies with the remaining variables as far as the availability of 
information is concerned, I use ELECR with s = -1 (i.e., planned fiscal policy does not take early elections into 
account), and ELEC in the remaining cases. 
11 For instance, Cimadomo (2008) compares planned and final data, while Bernoth et al. (2008) use current-year 
estimates versus final data (with planned data used for robustness checks).  
12 Cimadomo (2008) and Turrini (2008), among others, also take this route. 
13 On the basis of final data, I have checked that fiscal reaction functions are extremely similar whether one uses 
the CF gap or the gap estimates produced by the Commission, the main difference pertaining to the gap 
coefficient, which is numerically larger with CF figures (Additional Appendix, Table A.1). 
14 Two new variables were created, each obtained through the product of GAP by an indicator variable taking 
value one when the gap is positive (negative), and zero otherwise. 
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and “faster” (in the sense of becoming apparent as soon as data status changes from forecasts 
to estimates) in the case of positive gaps. 
 
As regards other policy determinants, variable CAPB is found to respond to debt ratios in a 
stabilizing way (though at the planning stage this feedback seems weaker and with only 
borderline statistical significance), and to be highly persistent. As in Cimadomo (2008), 
persistence is highest with planned data15, which may be a consequence of the “no policy 
change” assumption in the preparation of fiscal forecasts. Further, the Maastricht (MAAS) 
variable displays a negative and highly significant coefficient, capturing consolidation efforts 
by prospective euro area members in the run-up to the single currency. This contrasts with the 
reaction to excessive deficits under the SGP, which is discernible at the planning stage but 
completely vanishes with latest available data. Finally, the estimations reveal strong electoral 
effects (a deterioration of the fiscal balance in election years), with the notable exception of 
planned fiscal policy, where they seem completely absent16. 
 
I now examine the contributions of cyclically-adjusted revenues (Table 5) and expenditures 
(Table 6) to the above findings. The most striking conclusion is that the fading away of 
counter-cyclicality as we move from one-year-ahead forecasts to final data is entirely an 
expenditure-driven phenomenon. Revenues remain anti-cyclical across data of different status, 
and output gap coefficients, though generally small, even display a modest upward trend as s 
increases, most evident in the case of positive gaps. As for expenditures, planned policy is also 
clearly anti-cyclical, but output gap coefficients decrease (in absolute terms) and eventually 
switch sign as s increases – particularly in good times, which feature significant pro-cyclicality 
with final data17. 
 
Policy persistence is even stronger for revenues and expenditures than for the CAPB (a result in 
line with Turrini, 2008), and, as before, is highest for planned data. The feedback on debt is 

                                                 
15 These estimates should be regarded with prudence, as the coefficient of the lagged dependent variable is 
particularly vulnerable to the well-known bias problem when estimating by least squares dynamic fixed effects 
models with a “small” number of time observations (see e.g. Judson and Owen, 1999; Bruno, 2005). The fact that 
the bias is much less severe for the other coefficients helps to explain why the least squares dummy variable 
estimator remains widely used in the empirical analysis of fiscal reaction functions. 
16 Studies using OECD one-year-ahead forecasts sometimes find statistical significance for an electoral dummy, 
though often only at the 10% level (e.g. Cimadomo, 2008; Giuliodori and Beetsma, 2008; Beetsma and 
Giuliodori, 2008). Working with OECD current-year estimates, Bernoth et al. (2008) report a larger and more 
significant coefficient. It then seems possible that OECD data yield a pattern of electoral effects across 
information sets similar to this paper, though in a mitigated form. Needless to say, different samples also limit 
comparability. 
17 When considering separately the four quartiles of the output gap distribution, pro-cyclicality with final data is 
most clear-cut in the 4th quartile (Additional Appendix, Table A.2)  – i.e., in really good times… 
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more visible (numerically and statistically) on the expenditure side. Adjustment efforts 
prompted by European fiscal rules seem to have taken place mainly through higher revenues. 
As for the CAPB, opportunistic electoral effects are not discernible in planned fiscal policy. In 
estimates, provisional data and final data, those effects tend to be present on both sides of the 
budget, though often with weaker statistical significance than in the CAPB reaction functions18. 
 
Bernoth et al. (2008) argue that the contrast between ex-ante anti-cyclicality and ex-post a-
cyclicality (or even pro-cyclicality) is due to errors in assessing the output gap in real time. If 
new information induces an output gap revision of a given sign (say, an increase), then the 
CAPB will simultaneously undergo a revision of the opposite sign (a deterioration, in the 
example), hence increasing the degree of pro-cyclicality. Our results for revenues and 
expenditures lend support to this explanation. Revisions in the output gap give rise to a 
revision of the same sign in variable CAPE, but have almost no impact on CAR (recall that 
both are ratios to potential output), since the output elasticity of revenues is close to unity 
(implying that, in equation (1) above, the sensitivity parameter εR is close to R divided by 100). 
Therefore, one would expect expenditures to become more pro-cyclical as new information is 
taken on board, with no similar effect on the revenue side. This entirely conforms to the results 
in Tables 5 and 6. 
 
All the previous reaction functions have also been estimated with GMM, taking the 
contemporary output gap as a regressor and instrumenting it with its own lag (from the same 
data vintage) and a proxy of the lagged international cycle (defined for each country as a GDP-
weighted average of the lagged gap of the other countries in the sample)19. Results are given in 
Tables 7 to 9, and confirm in qualitative terms all conclusions based on least squares 
estimation. While the coefficients of explanatory variables other than the output gap remain 
fairly stable across estimation methodologies, parameter estimates referring to the output gap 
tend to be numerically larger (in absolute terms) with GMM, and there is a general loss of 
accuracy in the estimation, especially when considering separately positive and negative gaps. 
  
Further, I have checked whether one-off and temporary measures (one-offs for conciseness), 
which some countries have resorted to abundantly, distort to any significant degree coefficients 

                                                 
18  I have checked that when excluding from the sample one country at a time all results remain qualitatively 
unchanged, and indeed coefficient estimates generally record little variation.   
19 In the case of positive versus negative gaps, the lags of the respective variables have been used as instruments, 
thus yielding a total of three instruments including the international cycle. In the computation of the latter, GDP 
weights are PPS-adjusted, and the three late entrants to the EU15 (Austria, Finland and Sweden) are excluded 
from the averages.  
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in fiscal reaction functions. Though ideally one would like to handle all one-offs in the way 
UMTS proceeds were controlled for, there are both conceptual and informational obstacles. On 
the one hand, there is no clear definition of what constitutes a one-off, and indeed the most 
widely used sources for the budget effects of such measures present important discrepancies 
(see the next footnote). On the other hand, identifying final values in not enough for our 
purposes, as one would need data of different status as well (e.g. one-year-ahead forecasts or 
current-year estimates). In the light of these difficulties, my approach has been to exclude all 
observations corresponding to countries and years where one-offs equal to or above a certain 
threshold – set at 1% of GDP – have been identified20. Previous conclusions continue to hold, 
though with some numerical and statistical weakening of variable MAAS coefficients 
(especially with final data, and on the revenue side – Additional Appendix, Tables A.3 to A.5), 
which suggests that one-offs may have played a role in the pre-1999 adjustment efforts. 
 
  
4. FISCAL RESPONSES DURING BUDGET IMPLEMENTATION 
 
4.1. Empirical specification 
 
I now study how governments deviate from budgetary plans – or, put differently, update those 
plans – during the implementation stage. Drawing on Beetsma and Giuliodori (2008) and 
extending their specification, I estimate the following model: 
 

tititi
tt
ti

tt
ti

tt
tii

tt
ti uwzDFVGAPcFV ,,,

1,
1,3

1,
1,2

1,
,1

1,
, '' ++++++= −

−
−

−
−− δσρρρ    (6) 

 
The dependent variable is the update in the fiscal stance, measured as the difference between 
current-year estimates and one-year-ahead forecasts (recall the notation in section 2). On the 
right-hand side one finds the updates of the six variables included in the fiscal reaction function 
(5): the output gap, the lagged fiscal variable of interest, the lagged debt ratio, the holding of 
elections (whose update is assimilated to early elections), MAAS and SGP (the last three 
variables are grouped into zi,t, which therefore contains ELECE, 1,

1,
−
−
tt
tiMAAS  and 1,

1,
−

−
tt

tiSGP ). 
Several of these updates consist in new information about year t-1 which only becomes 

                                                 
20 Identification of one-offs is based on ex-post values and uses the following sources: from 1993 to 1999, Koen 
and van den Noord (2005, Table 5, p. 15); from 2000 to 2002, European Commission (2004, Table II.4, p. 85); 
from 2003 onwards, AMECO database, Autumn 2007 release. Comparison between sources (made possible by 
the fact that the first two also cover some further years) reveals sizeable discrepancies, even when numbers are 
compiled by the same institution (second and third sources). Though set at a high level, the chosen threshold 
implies a loss of 35 observations (also due to the presence of lagged variables). 
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available in the course of year t (e.g. a worse-than-expected fiscal position, possibly in 
violation of European-level rules), and which could prompt a within-year fiscal response. 
 
Equation (6) also considers the possibility of systematic patterns in fiscal deviations from 
plans, in response to information already available at the time of budgeting. These deviations 
could correspond to policy changes which were not announced at the stage of budget 
preparation (and hence not taken into account by the Commission in the Autumn forecasts), but 
which still take place in some predictable way, either in the form of new policy measures or 
through changes in the strictness of implementation of existing provisions. For this purpose, 
vector wi,t contains the forecast for the output gap ( 1

,
−t
tiGAP ) and the dummy variable for 

regular elections (ELECP). 
 
Most variables in equation (6) involve data from two different vintages, and are therefore 
vulnerable to methodological changes. From this perspective, the presence of the lagged 
dependent variable is particularly important, as changes in accounting criteria from the Autumn 
of year t-1 to the Autumn of year t should have a broadly similar impact on the levels of fiscal 
variables in both years. It turns out that in all cases one could statistically accept the restriction 
ρ2 = 1, the dependent variable thus becoming  
 

)()( 1
1,

1
,1,,

1
,,

1,
,

−
−

−
−

−− −−−=∆−∆=∆ t
ti

t
ti

t
ti

t
ti

t
ti

t
ti

tt
ti FVFVFVFVFVFVFV , 

 
i.e., the update in the annual change (rather than in the level) of FV. Therefore equation (6) 
simplifies to 
 

tititi
tt
ti

tt
tii

tt
ti uwzDGAPcFV ,,,

1,
1,3

1,
,1

1,
, '' +++++=∆ −

−
−− δσρρ .     (7) 

 
4.2. Results 
 
Equation (7) is estimated by GMM, using as instruments for variable 1,

,
−tt

tiGAP  the own gap 
update of year t-1 ( 1,

1,
−

−
tt

tiGAP ) and the update in the GDP-weighted average of other countries’ 
gaps in year t21. There could be objections to the second instrument on simultaneity grounds, 
since fiscal policy in large economies could contemporaneously affect cyclical conditions in 
partner countries. However, due to the lags involved in the international transmission of 
effects, this should be less of a problem here than if one used the year t international cycle as 
an instrument in equation (5) – and, in more practical terms, using the update in the 
                                                 
21 Beetsma and Giuliodori (2008) also use these instruments, as well as interest rate updates. 
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international cycle of year t-1 instead yielded no consistent improvement in terms of Hansen J 
test results. As before, I have also experimented with separate variables for positive and 
negative gap updates (i.e., improvements versus deteriorations in the assessment of year t 
cyclical conditions), instrumented with the respective lags. 
 
In this section, the analysis is based on results obtained with the exclusion of one-offs 
(performed as before). Judging from the experience of UMTS licenses, one-offs are often 
unaccounted for at the budget preparation stage, and hence responsible for sizeable deviations 
between implemented and planned fiscal policy – which could generate outliers and hence 
distort coefficient estimates. 
 
Results for CAPB updates are given in Table 10, where the first two columns exclude 
responses to pre-existing information. Fiscal policy does not seem to react in a statistical 
significant way to updates in cyclical conditions, nor to revisions in lagged debt ratios. On the 
other hand, there is a marked response to early elections, which on average induce 
discretionary policy to be loosened by 0.5 p.p. of GDP. Further, worse-than-expected breaches 
of the deficit limit in the years preceding monetary union seem to have given rise to a within-
year correction effort of a magnitude roughly comparable to the deterioration itself22. 
 
There is also evidence of systematic patterns in fiscal updates, both in line with opportunistic 
political business cycles and as a response to cyclical conditions. Regular elections have lead to 
expansionary updates, though not as large as in the case of early elections. A more benign 
behaviour, in the form of an anti-cyclical fiscal response, is observable when the economy is 
expected to be producing below potential. Overall, results contrast with those of Beetsma and 
Giuliodori (2008), who find for a group of 14 EU countries a pro-cyclical response to output 
gap updates, but no significant electoral effects. 
 
Decomposing fiscal updates into their revenue and expenditure parts proved harder in 
econometric terms (with problems in the validity of instruments when considering positive 
versus negative gap updates), and with less suggestive results. As Tables 11 and 12 show, there 
is some evidence of a pro-cyclical reaction of taxes to gap updates, which contrasts with a 
stabilizing response to the output gap forecast. One also observes that revenues strongly react 
to “bad news” about worsened violations of the SGP in the preceding year. No opportunistic 

                                                 
22 Adjusted for the number of years left until 1997 – recall the definition of variable MAAS. 
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electoral effects reach statistical significance on the revenue side, whereas on the expenditure 
side the only significant coefficient precisely concerns the response to regular elections23. 
 
Overall, while sometimes one can identify which side of the budget accounts for a given CAPB 
result (e.g. expansionary updates in response to regular elections take place through increased 
outlays), in other cases tracing the origin of an aggregate fiscal response becomes very difficult 
(e.g. as with early elections). One possible explanation is that what matters most is the 
production of the aggregate response itself, and not its composition in terms of budget items; 
depending on specific circumstances, policymakers might sometimes resort to expenditure, and 
sometimes to revenue, in order to achieve a given fiscal balance outcome. 
 
A final line of comment to empirical results in this section concerns their consistency with 
those of section 3, and in particular whether they can bridge any gaps between fiscal reaction 
functions with planned data (s = -1) and with current-year estimates (s = 0). In the case of 
elections, the answer is clearly positive. Opportunistic fiscal updates during budget 
implementation provide a plausible explanation to the contrast between the absence of electoral 
effects in fiscal forecasts and their emergence when the information set is enlarged to estimates 
(a contrast most visible for variables CAPB and CAPE). As for the cyclical stance of fiscal 
policy, the answer is less clear-cut, largely because the difference between cyclicality results 
with s = -1 and with s = 0 is much milder itself. In any case, fiscal updates during 
implementation cannot account for the contrast between anti-cyclicality in fiscal plans and a-
cyclicality with final data. 
 
 
5. CONCLUSIONS 
 
In this paper, fiscal reactions functions were estimated for (i) one-year-ahead budgetary plans, 
(ii) current-year estimates of fiscal outturns, (ii) provisional fiscal outturns, compiled in the 
year following budget implementation and (iv) final (i.e., latest-release) fiscal data. In each of 
the four cases, the dependent and explanatory variables are from the same vintage, and hence 
correspond to a common information set. I also estimate empirical models for deviations from 
fiscal plans (defined as current-year estimates minus one-year-ahead forecasts), as these can 
potentially help explain why results differ with alternative information sets. Drawing on data 
from the European Commission’s Autumn forecasts, I take as dependent variable the CAPB, 

                                                 
23 As in section 3, on the whole results are robust to the exclusion of individual countries from the sample. 
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but also cyclically-adjusted revenues and primary expenditures. The sample runs from 1987 to 
2006 and comprises 15 EU countries.  
 
Two features of fiscal behaviour are found to vary significantly across information sets: 
cyclicality and the response to upcoming elections. As regards the former, fiscal plans are 
found to be anti-cyclical, either assessed on the basis of balances, revenue or expenditure. The 
same holds for current-year estimates and for provisional data, though the anti-cyclicality of 
balances and expenditures becomes somewhat weaker, particularly in response to positive 
output gaps. However, as one moves to final outcomes, only revenues remain consistently 
counter-cyclical; the CAPB becomes a-cyclical, and there is even some evidence of 
expenditure pro-cyclicality, especially in good times.  
 
As in previous studies, fiscal plans are therefore more anti-cyclical than the ensuing outcomes. 
Disaggregating balances into revenues and expenditures makes it possible to trace this 
phenomenon to the spending side of the budget. In turn, this finding lends support to an 
explanation based on successive reassessments of an economy’s cyclical position, with 
revisions to potential output playing a major role, which concomitantly affect the CAPB and 
cyclically-adjusted primary expenditure (as a ratio to potential GDP), but have only second-
order effects on cyclically-adjusted revenue (since its output elasticity is close to unity). An 
alternative explanation would be pro-cyclical deviations from plans during budget 
implementation; but it received scant empirical support, as those deviations were found to be 
mostly a-cyclical. 
 
Opportunistic expansionary effects in electoral years were not detected for planned fiscal 
policy, but were conspicuous in all outturn data. Updates in fiscal plans during implementation 
help explain this pattern, since they display strong electoral effects, which are largest for early 
elections but also sizeable for regular ones. Opportunistic behaviour can be found on both sides 
of the budget (except, again, at the planning stage), though with some more visibility in public 
expenditure. However, statistical significance is highest and most consistent as regards the 
CAPB, suggesting that revenues and expenditures may be used as substitutes in the process of 
loosening policy. 
 
While results on fiscal cyclicality are a reminder of the difficulties in conducting discretionary 
counter-cyclical policy, the prevalence of opportunistic responses to upcoming elections 
stresses the need to reinforce fiscal rules and institutions at the national level. In this respect, 
investigating the role played by existing frameworks provides an avenue for future research. 
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APPENDIX: DATA MANAGEMENT ISSUES 
 
 
1. Minimizing lost observations 
 
To minimize the number of lost observations due to missing values, I have on a few occasions 
resorted to data from the closest available vintage (i.e., the one immediately before, or after, 
the vintage lacking some variables), or to accounting identities. Hence: 
 

•  In the Autumn 1986, Autumn 1995 and Autumn 1997 vintages, the time series for GDP 
growth were completed back to 1960 with values from issues of European Economy 
published in the previous Spring or Summer; 

 
•  In the Autumn 1995 and Autumn 1997 vintages, values for interest payments (I) were 

taken from issues of European Economy published in the following Spring24; 
 

•  In the Autumn 1986 and Autumn 1987 vintages, total revenue was derived from the 
budget balance and total expenditure (R = B + E). 

 
 
2. Remaining missing values 
 
Econometric estimations in this paper generally present a number of observations somewhat 
below the maximum level of 300 (15 countries, 20 years). By far the most important cause of 
lost observations is the later accession of Austria, Finland and Sweden to the EU (losses of 27, 
24 and 21 observations for s = -1, s = 0 and s = 1, respectively). A few further losses (for s = 0 
and s = 1) correspond to accounting discrepancies between B, E and R, in which case I dropped 
from the sample the observations involved. In very rare cases, some variables were literally 
missing for specific years in the original sources, or it was impossible to complete some series 
backwards with ESA79 figures (for final data; see below). 
 
 
3. Issues pertaining to final data 

 
In the AMECO database release used to retrieve final data (Autumn 2007 vintage), a few 
countries still do not have time series for ESA95 fiscal variables dating back to the eighties. In 
these cases, series for B, E, R and I were completed backwards using annual changes (in p.p. of 
GDP) from ESA79 data (and thus preserving accounting identities). Data for Germany refers to 
the western lander only until 1990 (fiscal variables relative to GDP) or 1991 (GDP growth). 

                                                 
24 The ensuing measurement error should be of second-order magnitude, since public debt is largely pre-
determined and the implicit interest rate on public debt is generally less volatile than short-term (or even long-
term) interest rates. 
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Table 1. Summary statistics of alternative output gap estimates 
(EU15, 1987-2006, final data) 

  No. 
Obs. Mean Std. 

Error Min. Max. 

CF output gap 300 -0,02 1,31 -3,70 5,96 

HP output gap 300 0,15 2,22 -7,52 8,80 

PF output gap 300 -0,04 2,06 -7,63 6,91 

CF: Christiano-Fitzgerald; HP: Hodrick-Prescott; PF: production 
function. The HP-based and PF-based output gaps are estimated by the 
Commission (variables AVGDGT and AVGDGP in the AMECO 
database, respectively). 

 
Table 2. Mean absolute revisions (1987-2006) 

  GAPt,t-1 GAP07,t CAPBt,t-1 CAPB07,t CARt,t-1 CAR07,t CAPEt,t-1 CAPE07,t 
Belgium 0.32 0.53 0.48 0.74 0.90 1.34 1.04 1.63

Denmark 0.25 0.61 0.80 1.29 1.15 1.60 1.12 1.19

Germany 0.33 0.80 0.85 0.66 0.90 1.13 1.21 1.25

Greece 0.54 0.66 1.64 2.32 2.19 3.90 2.65 3.66

Spain 0.39 0.48 0.64 0.66 0.65 1.35 0.99 1.26

France 0.29 0.51 0.50 0.80 0.40 0.90 0.70 0.65

Ireland 0.54 1.07 0.96 0.84 1.20 1.38 1.37 1.24

Italy 0.27 0.51 0.59 0.78 0.59 0.95 0.72 0.63

Luxemburg 0.40 1.41 1.36 1.48 2.52 5.09 2.07 5.93

Netherlands 0.41 0.57 0.63 0.94 0.72 1.27 0.88 1.42

Austria 0.23 0.48 0.42 0.44 1.17 1.25 0.95 1.27

Portugal 0.40 0.75 1.08 1.11 1.41 2.15 1.56 1.88

Finland 0.40 0.72 0.56 0.90 1.17 1.01 1.27 1.39

Sweden 0.23 0.58 0.78 1.10 1.17 1.39 0.95 0.87

United Kingdom 0.36 0.55 0.75 0.71 0.51 1.05 0.87 1.43

EU15 0.36 0.69 0.82 0.99 1.09 1.71 1.23 1.70

For variable X, Xt,t-1 denotes the difference (in absolute terms) between current-year estimates and one-year-
ahead forecasts, and X07,t denotes the difference (in absolute terms) between final data (Autumn 2007 vintage) 
and current-year estimates. Differences are given in p.p. of GDP (potential GDP in the case of output gaps). 

 
 

Table 3. Correlations between revisions (EU15, 1987-2006) 

Variable X ∆CAPB ∆CAR ∆CAPE 

corr (GAPt,t-1,Xt,t-1) -0.18 -0.13 0.06

corr (GAP07,t,X07,t) -0.31 0.02 0.32

See notes under Table 2. First differences are defined 
with data from the same vintage; one has, for 
instance, t

ti
t
ti

t
ti CAPBCAPBCAPB 1,,, −−=∆ . 
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Table 4. Fiscal reaction functions: EU15, 1987-2006 
(equation (5), ∆CAPB as dependent variable) 

  Forecasts Estimates Provisional data Final data 
  (s = -1) (s = 0) (s = 1) (s+t = 2007) 
Lagged output gap 0.41*** 0.33*** 0.27*** 0.08 

(7.99) (5.54) (4.65) (1.13) 

Positive lagged 
output gap 

 0.35*** 0.19* 0.10  -0.01
 (3.17) (1.66) (0.93)  (-0.05)

Negative lagged 
output gap 

 0.45*** 0.48*** 0.46***  0.18
 (4.73) (3.82) (3.89)  (1.38)

Lagged dependent 
variable 

-0.16*** -0.16*** -0.22*** -0.22*** -0.24*** -0.25*** -0.25*** -0.25***
(-6.57) (-6.58) (-5.78) (-5.90) (-6.29) (-6.54) (-6.52) (-6.67)

Lagged debt 0.01 0.01 0.02*** 0.02*** 0.02*** 0.02*** 0.02*** 0.02***
(1.63) (1.60) (3.55) (3.51) (2.82) (2.95) (3.34) (3.35)

Elections -0.00 0.00 -0.46*** -0.46*** -0.51*** -0.52*** -0.55*** -0.54***
(-0.04) (0.03) (-2.97) (-2.95) (-3.19) (-3.17) (-3.94) (-3.92)

Maastricht (lagged) -0.43*** -0.43*** -0.41*** -0.43*** -0.62*** -0.65*** -0.49*** -0.50***
(-3.91) (-3.94) (-3.05) (-3.27) (-4.69) (-5.00) (-3.66) (-3.70)

SGP (lagged) -0.33* -0.32* -0.54* -0.50 -0.34 -0.29 0.00 0.04
(-1.80) (-1.71) (-1.67) (-1.54) (-0.90) (-0.77) (0.01) (0.10)

No. Obs. 272 272 272 272 270 270 296 296

R2 0.47 0.47 0.40 0.41 0.33 0.34 0.25 0.26

Estimation method: least squares dummy variables with robust standard errors. Country fixed 
effects are not reported. Asterisks *, ** and *** denote significance at 10%, 5% and 1% levels, 
respectively. T-statistics are given in parentheses. R2 is computed as the squared correlation 
coefficient of actual and fitted values. 
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Table 5. Fiscal reaction functions: EU15, 1987-2006 
(equation (5), ∆CAR as dependent variable) 

  Forecasts Estimates Provisional data Final data 
  (s = -1) (s = 0) (s = 1) (s+t = 2007) 
Lagged output gap 0.09** 0.11* 0.14*** 0.17*** 

(2.01) (1.76) (2.66) (3.16) 

Positive lagged 
output gap 

 0.02 0.08 0.14  0.26***
 (0.16) (0.59) (1.38)  (2.93)

Negative lagged 
output gap 

 0.14* 0.14 0.14  0.07
 (1.87) (1.21) (1.21)  (0.73)

Lagged dependent 
variable 

-0.05*** -0.05*** -0.10*** -0.10*** -0.11*** -0.11*** -0.17*** -0.17***
(-3.32) (-3.39) (-3.35) (-3.35) (-3.49) (-3.41) (-5.16) (-5.08)

Lagged debt -0.00 -0.00 0.01 0.01 0.00 0.00 0.01 0.01
(-0.54) (-0.56) (1.25) (1.24) (0.57) (0.57) (0.99) (1.04)

Elections 0.03 0.04 -0.19 -0.19 -0.41*** -0.41*** -0.27** -0.28**
(0.31) (0.39) (-1.54) (-1.54) (-2.66) (-2.66) (-2.01) (-2.07)

Maastricht (lagged) -0.36*** -0.36*** -0.29** -0.29** -0.35** -0.35** -0.40*** -0.40***
(-4.67) (-4.75) (-2.36) (-2.42) (-2.44) (-2.48) (-3.30) (-3.26)

SGP (lagged) -0.50** -0.49** -0.59*** -0.59*** -0.14 -0.14 -0.20 -0.23
(-2.37) (-2.38) (-3.39) (-3.29) (-0.43) (-0.43) (-0.65) (-0.75)

No. Obs. 272 272 272 272 270 270 296 296

R2 0.32 0.32 0.20 0.20 0.18 0.18 0.21 0.21

Estimation method: least squares dummy variables with robust standard errors. Country fixed 
effects are not reported. Asterisks *, ** and *** denote significance at 10%, 5% and 1% levels, 
respectively. T-statistics are given in parentheses. R2 is computed as the squared correlation 
coefficient of actual and fitted values. 
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Table 6. Fiscal reaction functions: EU15, 1987-2006 
(equation (5), ∆CAPE as dependent variable) 

  Forecasts Estimates Provisional data Final data 
  (s = -1) (s = 0) (s = 1) (s+t = 2007) 
Lagged output gap -0.33*** -0.22*** -0.11** 0.11 

(-7.82) (-4.21) (-2.14) (1.50) 

Positive lagged 
output gap 

 -0.40*** -0.17* -0.03  0.27**
 (-3.78) (-1.68) (-0.39)  (1.98)

Negative lagged 
output gap 

 -0.29*** -0.27*** -0.20**  -0.06
 (-4.05) (-2.86) (-2.00)  (-0.60)

Lagged dependent 
variable 

-0.06*** -0.06*** -0.08*** -0.08*** -0.09*** -0.09*** -0.08** -0.08**
(-4.56) (-4.55) (-3.62) (-3.64) (-3.30) (-3.32) (-2.42) (-2.50)

Lagged debt -0.01 -0.01 -0.01 -0.01 -0.02*** -0.02*** -0.02*** -0.02***
(-1.41) (-1.45) (-1.46) (-1.43) (-2.64) (-2.71) (-2.74) (-2.79)

Elections 0.08 0.09 0.30** 0.30** 0.13 0.13 0.34*** 0.32***
(0.83) (0.90) (2.40) (2.41) (1.03) (1.05) (2.66) (2.66)

Maastricht (lagged) 0.11 0.11 0.14 0.15 0.28** 0.29** 0.13 0.13
(1.36) (1.34) (1.13) (1.19) (2.44) (2.57) (0.99) (1.02)

SGP (lagged) 0.05 0.06 0.19 0.18 0.43 0.41 0.18 0.11
(0.24) (0.30) (0.62) (0.58) (1.61) (1.54) (0.48) (0.31)

No. Obs. 272 272 272 272 270 270 296 296

R2 0.38 0.38 0.23 0.23 0.21 0.21 0.21 0.22

Estimation method: least squares dummy variables with robust standard errors. Country fixed 
effects are not reported. Asterisks *, ** and *** denote significance at 10%, 5% and 1% levels, 
respectively. T-statistics are given in parentheses. R2 is computed as the squared correlation 
coefficient of actual and fitted values. 
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Table 7. Fiscal reaction functions: EU15, 1987-2006 
(equation (5), ∆CAPB as dependent variable) 

  Forecasts Estimates Provisional data Final data 
  (s = -1) (s = 0) (s = 1) (s+t = 2007) 
Output gap 0.68***  0.96***  0.63***  0.20  

(6.79)  (5.26)  (4.43)  (1.40)  

Positive output gap  0.56  1.21  1.01  -2.25 
 (1.08)  (1.01)  (1.28)  (-1.06) 

Negative output gap  0.72***  0.76  0.33  3.26 
 (3.01)  (0.85)  (0.41)  (1.36) 

Lagged dependent 
variable 

-0.14*** -0.15*** -0.16*** -0.16*** -0.25*** -0.24*** -0.27*** -0.29*** 
(-4.60) (-4.37) (-3.47) (-3.30) (-8.63) (-6.23) (-8.24) (-4.07) 

Lagged debt 0.00 0.00 0.01 0.01 0.00 0.00 0.02*** 0.01 
(0.04) (0.03) (0.76) (0.79) (0.52) (0.22) (2.73) (0.84) 

Elections 0.05 0.06 -0.42** -0.41** -0.45*** -0.39** -0.51*** -0.91** 
(0.34) (0.40) (-2.40) (-2.41) (-2.92) (-2.14) (-3.54) (-1.97) 

Maastricht (lagged) -0.35*** -0.35*** -0.53*** -0.54*** -0.65*** -0.66*** -0.54*** -0.51 
(-2.59) (-2.59) (-3.54) (-3.49) (-5.38) (-5.07) (-4.32) (-1.42) 

SGP (lagged) -0.24 -0.21 -0.68* -0.76 -0.05 -0.24 -0.19 0.89 
(-0.91) (-0.69) (-1.69) (-1.39) (-0.17) (-0.51) (-0.54) (0.73) 

No. Obs. 272 272 272 272 264 264 290 290 

R2 0.21 0.20 0.24 0.23 0.31 0.28 0.29 0.09 

Hansen J (p-value) 0.42 0.43 0.83 0.93 0.08 0.12 0.04 0.27 

Estimation method: GMM. The output gap is instrumented with its own lag (considering separately 
positive and negative values in even columns) and with a GDP-weighted average of other countries’ lagged 
gaps, all from the same data vintage (see text for further details). Country fixed effects are not reported. 
Asterisks *, ** and *** denote significance at 10%, 5% and 1% levels, respectively. T-statistics are given 
in parentheses. R2 is computed as the squared correlation coefficient of actual and fitted values. The value 
of the Hansen J statistic sometimes proved sensitive to the presence of outliers, which made me re-estimate 
the four final columns excluding the observations corresponding to the 1st and the 100th percentiles of the 
residuals distribution. Even with this correction, the results for final data should be regarded with caution, 
as the exogeneity of instruments is problematic (next to last column) and the precision of estimates with 
positive versus negative gaps split is poor (last column).  
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Table 8. Fiscal reaction functions: EU15, 1987-2006 

(equation (5), ∆CAR as dependent variable) 

  Forecasts Estimates Provisional data Final data 
  (s = -1) (s = 0) (s = 1) (s+t = 2007) 
Output gap 0.16** 0.36** 0.30** 0.37*** 

(2.07) (2.05) (2.24) (3.12) 

Positive output gap  0.09 1.29 0.94  1.40
 (0.25) (1.24) (1.33)  (0.92)

Negative output gap  0.19 -0.29 -0.44  -1.02
 (1.12) (-0.41) (-0.55)  (-0.56)

Lagged dependent 
variable 

-0.05*** -0.05*** -0.08*** -0.07* -0.11*** -0.10*** -0.15*** -0.16***
(-3.08) (-3.09) (-2.65) (-1.86) (-3.41) (-2.58) (-4.21) (-3.79)

Lagged debt -0.00 -0.00 0.00 0.00 0.00 0.00 0.00 0.01
(-0.85) (-0.93) (0.39) (0.30) (0.44) (0.19) (0.32) (0.92)

Elections 0.05 0.04 -0.15 -0.17 -0.43*** -0.33* -0.23 -0.01
(0.51) (0.41) (-1.17) (-1.26) (-2.62) (-1.79) (-1.53) (-0.03)

Maastricht (lagged) -0.34*** -0.35*** -0.34** -0.39*** -0.34** -0.35** -0.46*** -0.47**
(-4.37) (-4.56) (-2.44) (-2.61) (-2.24) (-2.16) (-3.39) (-2.46)

SGP (lagged) -0.47** -0.45** -0.59*** -0.84** -0.10 -0.39 -0.27 -0.76
(-2.33) (-2.17) (-3.41) (-2.55) (-0.31) (-0.79) (-0.91) (-0.90)

No. Obs. 272 272 272 272 270 270 296 296

R2 0.26 0.26 0.13 0.08 0.10 0.05 0.11 0.04

Hansen J (p-value) 0.36 0.25 0.18 0.40 0.06 0.21 0.17 0.23

Estimation method: GMM. The output gap is instrumented with its own lag (considering separately 
positive and negative values in even columns) and with a GDP-weighted average of other countries’ lagged 
gaps, all from the same data vintage (see text for further details). Country fixed effects are not reported. 
Asterisks *, ** and *** denote significance at 10%, 5% and 1% levels, respectively. T-statistics are given 
in parentheses. R2 is computed as the squared correlation coefficient of actual and fitted values. The 
precision of estimates with positive versus negative gaps split is generally poor. 
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Table 9. Fiscal reaction functions: EU15, 1987-2006 
(equation (5), ∆CAPE as dependent variable) 

  Forecasts Estimates Provisional data Final data 
  (s = -1) (s = 0) (s = 1) (s+t = 2007) 
Output gap -0.52*** -0.61*** -0.29** 0.29* 

(-6.86) (-4.17) (-2.23) (1.84) 

Positive output gap  -0.69* -0.68 -0.20  3.65
 (-1.76) (-0.87) (-0.39)  (1.38)

Negative output 
gap 

 -0.41** -0.51 -0.42  -3.88
 (-2.25) (-0.90) (-0.73)  (-1.25)

Lagged dependent 
variable 

-0.06*** -0.06*** -0.08*** -0.08*** -0.09*** -0.09*** -0.07 -0.10
(-3.61) (-3.60) (-3.38) (-3.44) (-3.40) (-3.45) (-1.61) (-1.19)

Lagged debt -0.00 -0.00 -0.00 -0.00 -0.01** -0.01** -0.02** 0.01
(-0.21) (-0.38) (-0.23) (-0.22) (-2.08) (-2.04) (-2.48) (0.21)

Elections 0.01 0.03 0.25* 0.25* 0.14 0.15 0.44*** 1.04
(0.12) (0.29) (1.92) (1.92) (1.06) (1.11) (3.09) (1.45)

Maastricht (lagged) 0.05 0.04 0.21* 0.20* 0.32*** 0.33*** 0.07 -0.13
(0.48) (0.38) (1.68) (1.66) (2.63) (2.70) (0.51) (-0.30)

SGP (lagged) -0.07 -0.04 0.24 0.26 0.44 0.41 0.19 -1.53
(-0.28) (-0.15) (0.68) (0.62) (1.58) (1.17) (0.53) (-0.96)

No. Obs. 272 272 272 272 270 270 296 296

R2 0.20 0.22 0.19 0.19 0.19 0.19 0.16 0.03

Hansen J (p-value) 0.24 0.11 0.65 0.47 0.18 0.12 0.01 0.41

Estimation method: GMM. The output gap is instrumented with its own lag (considering separately 
positive and negative values in even columns) and with a GDP-weighted average of other countries’ lagged 
gaps, all from the same data vintage (see text for further details). Country fixed effects are not reported. 
Asterisks *, ** and *** denote significance at 10%, 5% and 1% levels, respectively. T-statistics are given 
in parentheses. R2 is computed as the squared correlation coefficient of actual and fitted values. As in Table 
7 above, the results for final data should be regarded with caution, as the exogeneity of instruments is 
problematic (next to last column) and the precision of estimates with positive versus negative gaps split is 
poor (last column). 
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Table 10. Deviations from budgetary plans: EU15, 1987-2006 
(equation (7), ∆CAPB update as dependent variable) 

Output gap update -0.36   -0.30   

(-1.54)  (-1.31)  

Positive output gap 
update 

 -0.69  -0.42 
 (-1.38)  (-0.90) 

Negative output gap 
update 

 1.10  0.08 
 (0.56)  (0.04) 

Lagged debt update 0.02 0.01 0.03 0.02 
(0.99) (0.46) (1.59) (1.18) 

Early elections -0.49** -0.52** -0.51** -0.50** 
(-2.33) (-2.39) (-2.32) (-2.31) 

Maastricht update 
(lagged) 

-1.04*** -1.11*** -0.93** -0.88** 
(-2.98) (-3.15) (-2.49) (-2.30) 

SGP update (lagged) -1.93 -1.73 -1.98* -1.82 
(-1.51) (-1.49) (-1.65) (-1.60) 

Output gap forecast     0.18**   
  (2.38)  

Positive output gap 
forecast 

   -0.01 
   (-0.04) 

Negative output gap 
forecast 

   0.27** 
   (2.19) 

Regular elections   -0.29** -0.27** 
  (-2.22) (-2.07) 

No. Obs. 235 235 235 235 

R2 0.16 0.16 0.20 0.22 

Hansen J (p-value) 0.41 0.59 0.69 0.71 

Estimation method: GMM. The output gap update is instrumented with 
its own lag (considering separately positive and negative values in even 
columns) and with a GDP-weighted average of other countries’ 
contemporary gap updates, all from the same pair of data vintages (see 
text for further details). Country fixed effects are not reported. Asterisks 
*, ** and *** denote significance at 10%, 5% and 1% levels, 
respectively. T-statistics are given in parentheses. R2 is computed as the 
squared correlation coefficient of actual and fitted values. 
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Table 11. Deviations from budgetary plans: EU15, 1987-2006 
(equation (7), ∆CAR update as dependent variable) 

Output gap update -0.35*   -0.32   

(-1.69)  (-1.57)  

Positive output gap 
update 

 -0.61  -0.44 
 (-1.00)  (-0.81) 

Negative output gap 
update 

 1.24  0.77 
 (0.58)  (0.38) 

Lagged debt update 0.02 0.01 0.03 0.02 
(1.25) (0.61) (1.63) (1.15) 

Early elections -0.25 -0.23 -0.21 -0.19 
(-1.61) (-1.42) (-1.38) (-1.19) 

Maastricht update 
(lagged) 

0.15 0.15 0.29 0.31 
(0.27) (0.25) (0.46) (0.49) 

SGP update (lagged) -2.44*** -2.23*** -2.32*** -2.18*** 
(-3.79) (-3.17) (-3.57) (-3.20) 

Output gap forecast     0.14**   
  (2.11)  

Positive output gap 
forecast 

   0.12 
   (0.47) 

Negative output gap 
forecast 

   0.15 
   (1.28) 

Regular elections   0.05 0.02 
  (0.41) (0.16) 

No. Obs. 235 235 235 235 

R2 0.18 0.14 0.20 0.18 

Hansen J (p-value) 0.32 0.03 0.19 0.01 

Estimation method: GMM. The output gap update is instrumented with 
its own lag (considering separately positive and negative values in even 
columns) and with a GDP-weighted average of other countries’ 
contemporary gap updates, all from the same pair of data vintages (see 
text for further details). Country fixed effects are not reported. Asterisks 
*, ** and *** denote significance at 10%, 5% and 1% levels, 
respectively. T-statistics are given in parentheses. R2 is computed as the 
squared correlation coefficient of actual and fitted values. Results with 
positive versus negative gaps split should be regarded with caution, as 
the exogeneity of instruments is problematic and the precision of 
estimates declines. 
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Table 12. Deviations from budgetary plans: EU15, 1987-2006 
(equation (7), ∆CAPE update as dependent variable) 

Output gap update -0.10   -0.10   

(-0.53)  (-0.51)  

Positive output gap 
update 

 -0.10  -0.13 
 (-0.23)  (-0.32) 

Negative output gap 
update 

 0.22  0.30 
 (0.17)  (0.25) 

Lagged debt update 0.01 0.01 0.00 0.01 
(0.36) (0.34) (0.27) (0.34) 

Early elections 0.08 0.13 0.12 0.15 
(0.50) (0.77) (0.76) (0.92) 

Maastricht update 
(lagged) 

0.38 0.62 0.46 0.62 
(0.91) (1.28) (1.13) (1.38) 

SGP update (lagged) 0.30 0.28 0.41 0.31 
(0.30) (0.25) (0.44) (0.31) 

Output gap forecast     -0.02   
  (-0.45)  

Positive output gap 
forecast 

   0.09 
   (0.49) 

Negative output gap 
forecast 

   -0.10 
   (-1.19) 

Regular elections   0.29*** 0.29*** 
  (2.92) (2.84) 

No. Obs. 229 229 229 229 

R2 0.14 0.15 0.17 0.17 

Hansen J (p-value) 0.07 0.02 0.10 0.04 

Estimation method: GMM. The output gap update is instrumented with 
its own lag (considering separately positive and negative values in even 
columns) and with a GDP-weighted average of other countries’ 
contemporary gap updates, all from the same pair of data vintages (see 
text for further details). Country fixed effects are not reported. Asterisks 
*, ** and *** denote significance at 10%, 5% and 1% levels, 
respectively. T-statistics are given in parentheses. R2 is computed as the 
squared correlation coefficient of actual and fitted values. The value of 
the Hansen J statistic sometimes proved sensitive to the presence of 
outliers, which made me re-estimate the four columns excluding the 
observations corresponding to the 1st and the 100th percentiles of the 
residuals distribution. Even with this correction, results should be 
regarded with caution, as the exogeneity of instruments remains 
problematic (especially with positive versus negative gaps split). 
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ADDITIONAL APPENDIX 

 
 

Table A1. Fiscal reaction functions with alternative output gaps and budgetary sensitivity 
parameters: EU15, 1987-2006 (equation (5), final data) 

Dep. variable ∆CAPB ∆CAR ∆CAPE 
Output gap estimate CF PF PF CF PF PF CF PF PF 
Time-varying εR, εE? N N Y N N Y N N Y 
Lagged output gap 0.08 0.07 0.06 0.17*** 0.09** 0.08** 0.11 0.04 0.04

(1.13) (1.61) (1.50) (3.16) (2.32) (2.20) (1.50) (1.22) (1.25)

Lagged dependent 
variable 

-0.25*** -0.28*** -0.28*** -0.17*** -0.17*** -0.17*** -0.08** -0.10*** -0.10***
(-6.52) (-8.54) (-8.55) (-5.16) (-5.22) (-5.37) (-2.42) (-3.59) (-3.61)

Lagged debt 0.02*** 0.02*** 0.02*** 0.01 0.01 0.01 -0.02*** -0.01* -0.01*
(3.34) (3.20) (3.18) (0.99) (1.60) (1.55) (-2.74) (-1.88) (-1.86)

Elections -0.55*** -0.54*** -0.55*** -0.27** -0.28** -0.29** 0.34*** 0.32*** 0.32***
(-3.94) (-3.95) (-4.07) (-2.01) (-2.10) (-2.16) (2.66) (2.66) (2.70)

Maastricht (lagged) -0.49*** -0.69*** -0.67*** -0.40*** -0.41*** -0.39*** 0.13 0.25* 0.24*
(-3.66) (-5.05) (-4.91) (-3.30) (-3.26) (-3.12) (0.99) (1.87) (1.83)

SGP (lagged) 0.00 -0.02 -0.01 -0.20 -0.06 -0.06 0.18 0.41 0.40
(0.01) (-0.05) (-0.02) (-0.65) (-0.19) (-0.18) (0.48) (1.21) (1.20)

No. Obs. 296 296 296 296 296 296 296 296 296

R2 0.25 0.27 0.26 0.21 0.19 0.19 0.21 0.20 0.20

Estimation method: least squares dummy variables with robust standard errors. Country fixed effects are not 
reported. Asterisks *, ** and *** denote significance at 10%, 5% and 1% levels, respectively. T-statistics are 
given in parentheses. R2 is computed as the squared correlation coefficient of actual and fitted values. CF denotes 
the Christiano-Fitzgerald output gap (used elsewhere in the paper), and PF stands for the production function-
based output gap estimated by the Commission (variable AVGDGP in the AMECO database). When time-
varying, the budgetary sensitivity parameters εR and εE are those implicit in the cyclically-adjusted revenue and 
primary expenditure computed by the Commission (variables URTGAP and UUTGBP in the AMECO database). 
In all cases variables CAPB, CAR and CAPE were recomputed (excluding UMTS proceeds) through equations (1) 
to (3) with the appropriate output gap and sensitivity parameters. 



 29

Table A2. Expenditure reaction functions with GAP split into quartiles: EU15, 1987-2006 
(equation (5), ∆CAPE as dependent variable) 

  Forecasts Estimates Prov. data Final data 
  (s = -1) (s = 0) (s = 1) (s+t = 2007) 
Lagged output gap: 
1st quartile 

-0.28*** -0.25** -0.18 -0.09 
(-4.05) (-2.56) (-1.60) (-0.82) 

Lagged output gap: 
2nd quartile 

-0.26 -1.22** 0.29 -0.21 
(-0.99) (-2.22) (0.57) (-0.58) 

Lagged output gap: 
3rd quartile 

-0.32 -0.47* -0.16 0.61 
(-1.26) (-1.76) (-0.51) (1.09) 

Lagged output gap: 
4th quartile 

-0.43*** -0.13 -0.06 0.29* 
(-4.49) (-1.24) (-0.71) (1.93) 

Lagged dependent 
variable 

-0.07*** -0.08*** -0.09*** -0.08** 
(-4.77) (-3.57) (-3.31) (-2.57) 

Lagged debt -0.01 -0.01 -0.02*** -0.02*** 
(-1.60) (-1.49) (-2.75) (-2.81) 

Elections 0.09 0.31** 0.13 0.32*** 
(0.97) (2.49) (1.02) (2.61) 

Maastricht (lagged) 0.10 0.14 0.28** 0.13 
(1.23) (1.22) (2.51) (1.02) 

SGP (lagged) 0.01 0.20 0.39 0.12 
(0.06) (0.68) (1.43) (0.34) 

No. Obs. 272 272 270 296 

R2 0.40 0.24 0.21 0.22 

Estimation method: least squares dummy variables with robust standard errors. 
Country fixed effects are not reported. Asterisks *, ** and *** denote significance at 
10%, 5% and 1% levels, respectively. T-statistics are given in parentheses. R2 is 
computed as the squared correlation coefficient of actual and fitted values. 
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Table A3. Fiscal reaction functions excluding one-offs: EU15, 1987-2006 
(equation (5), ∆CAPB as dependent variable) 

  Forecasts Estimates Provisional data Final data 
  (s = -1) (s = 0) (s = 1) (s+t = 2007) 
Lagged output gap 0.40*** 0.36*** 0.26*** 0.04 

(6.67) (5.38) (3.36) (0.55) 

Positive lagged 
output gap 

 0.42*** 0.25** 0.02  -0.08
 (3.87) (2.09) (0.12)  (-0.71)

Negative lagged 
output gap 

 0.39*** 0.47*** 0.54***  0.18
 (3.45) (3.24) (3.89)  (1.35)

Lagged dependent 
variable 

-0.15*** -0.15*** -0.23*** -0.23*** -0.27*** -0.28*** -0.26*** -0.26***
(-5.94) (-5.90) (-6.68) (-6.76) (-8.17) (-8.58) (-5.95) (-6.09)

Lagged debt 0.01* 0.01* 0.02*** 0.02*** 0.02*** 0.02*** 0.02*** 0.02***
(1.79) (1.79) (3.70) (3.61) (2.78) (2.97) (3.38) (3.39)

Elections -0.09 -0.09 -0.43** -0.44** -0.50*** -0.50*** -0.60*** -0.58***
(-0.84) (-0.82) (-2.57) (-2.56) (-2.84) (-2.81) (-4.19) (-4.15)

Maastricht (lagged) -0.42*** -0.42*** -0.30** -0.32** -0.45*** -0.46*** -0.31** -0.30**
(-3.03) (-3.01) (-2.31) (-2.50) (-3.50) (-3.73) (-2.25) (-2.19)

SGP (lagged) -0.33* -0.33* -0.69* -0.67* -0.56 -0.48 -0.14 -0.08
(-1.76) (-1.80) (-1.72) (-1.65) (-1.22) (-1.05) (-0.34) (-0.21)

No. Obs. 239 239 238 238 235 235 261 261

R2 0.47 0.47 0.41 0.42 0.34 0.35 0.26 0.27

Estimation method: least squares dummy variables with robust standard errors. Country fixed 
effects are not reported. Asterisks *, ** and *** denote significance at 10%, 5% and 1% levels, 
respectively. T-statistics are given in parentheses. R2 is computed as the squared correlation 
coefficient of actual and fitted values. 
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Table A4. Fiscal reaction functions excluding one-offs: EU15, 1987-2006 
(equation (5), ∆CAR as dependent variable) 

  Forecasts Estimates Provisional data Final data 
  (s = -1) (s = 0) (s = 1) (s+t = 2007) 
Lagged output gap 0.05 0.13** 0.17*** 0.18*** 

(0.95) (2.22) (2.70) (3.11) 

Positive lagged 
output gap 

 0.07 0.17 0.12  0.27***
 (0.64) (1.33) (1.01)  (2.86)

Negative lagged 
output gap 

 0.03 0.09 0.23*  0.08
 (0.38) (0.71) (1.90)  (0.70)

Lagged dependent 
variable 

-0.05*** -0.05*** -0.10*** -0.10*** -0.13*** -0.13*** -0.20*** -0.20***
(-2.86) (-2.85) (-3.12) (-3.08) (-3.58) (-3.56) (-5.11) (-5.05)

Lagged debt -0.00 -0.00 0.01 0.01 0.01 0.01 0.01 0.01
(-0.31) (-0.31) (1.24) (1.25) (0.85) (0.88) (1.12) (1.17)

Elections -0.02 -0.02 -0.21* -0.21* -0.42*** -0.42*** -0.34** -0.35***
(-0.15) (-0.17) (-1.66) (-1.66) (-2.58) (-2.58) (-2.48) (-2.59)

Maastricht (lagged) -0.30** -0.30** -0.42** -0.41** -0.28* -0.28* -0.19 -0.20
(-2.46) (-2.45) (-2.39) (-2.37) (-1.85) (-1.92) (-1.25) (-1.27)

SGP (lagged) -0.43** -0.44** -0.55*** -0.56*** -0.15 -0.14 -0.48 -0.52*
(-2.05) (-2.05) (-2.80) (-2.77) (-0.43) (-0.38) (-1.58) (-1.70)

No. Obs. 239 239 238 238 235 235 261 261

R2 0.27 0.27 0.20 0.20 0.18 0.18 0.21 0.21

Estimation method: least squares dummy variables with robust standard errors. Country fixed 
effects are not reported. Asterisks *, ** and *** denote significance at 10%, 5% and 1% levels, 
respectively. T-statistics are given in parentheses. R2 is computed as the squared correlation 
coefficient of actual and fitted values. 
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Table A5. Fiscal reaction functions excluding one-offs: EU15, 1987-2006 
(equation (5), ∆CAPE as dependent variable) 

  Forecasts Estimates Provisional data Final data 
  (s = -1) (s = 0) (s = 1) (s+t = 2007) 
Lagged output gap -0.38*** -0.25*** -0.09 0.14* 

(-8.29) (-3.97) (-1.45) (1.83) 

Positive lagged 
output gap 

 -0.44*** -0.18 0.01  0.34**
 (-4.02) (-1.50) (0.12)  (2.64)

Negative lagged 
output gap 

 -0.33*** -0.33*** -0.21*  -0.09
 (-4.69) (-2.99) (-1.80)  (-0.92)

Lagged dependent 
variable 

-0.04*** -0.04*** -0.05** -0.05** -0.08*** -0.08** -0.07** -0.07**
(-2.66) (-2.66) (-2.20) (-2.23) (-2.61) (-2.57) (-2.05) (-2.15)

Lagged debt -0.01** -0.01** -0.01** -0.01** -0.02** -0.02*** -0.03*** -0.02***
(-2.07) (-2.12) (-2.21) (-2.14) (-2.50) (-2.60) (-3.02) (-3.15)

Elections 0.12 0.13 0.28** 0.28** 0.14 0.14 0.36*** 0.34***
(1.18) (1.25) (2.00) (2.02) (0.98) (1.00) (2.72) (2.69)

Maastricht (lagged) 0.19* 0.19* -0.00 0.01 0.25* 0.26* 0.25* 0.23*
(1.78) (1.74) (-0.02) (0.06) (1.66) (1.74) (1.88) (1.78)

SGP (lagged) 0.09 0.10 0.31 0.29 0.51** 0.47** -0.07 -0.15
(0.49) (0.53) (0.98) (0.92) (2.12) (2.00) (-0.19) (-0.44)

No. Obs. 239 239 238 238 235 235 261 261

R2 0.42 0.43 0.22 0.23 0.21 0.22 0.25 0.26

Estimation method: least squares dummy variables with robust standard errors. Country fixed 
effects are not reported. Asterisks *, ** and *** denote significance at 10%, 5% and 1% levels, 
respectively. T-statistics are given in parentheses. R2 is computed as the squared correlation 
coefficient of actual and fitted values. 

 



WORKING PAPERS

2000

1/00 UNEMPLOYMENT DURATION: COMPETING AND DEFECTIVE RISKS

— John T. Addison, Pedro Portugal

2/00 THE ESTIMATION OF RISK PREMIUM IMPLICIT IN OIL PRICES

— Jorge Barros Luís

3/00 EVALUATING CORE INFLATION INDICATORS

— Carlos Robalo Marques, Pedro Duarte Neves, Luís Morais Sarmento

4/00 LABOR MARKETS AND KALEIDOSCOPIC COMPARATIVE ADVANTAGE

— Daniel A. Traça

5/00 WHY SHOULD CENTRAL BANKS AVOID THE USE OF THE UNDERLYING INFLATION INDICATOR?

— Carlos Robalo Marques, Pedro Duarte Neves, Afonso Gonçalves da Silva

6/00 USING THE ASYMMETRIC TRIMMED MEAN AS A CORE INFLATION INDICATOR

— Carlos Robalo Marques, João Machado Mota

2001

1/01 THE SURVIVAL OF NEW DOMESTIC AND FOREIGN OWNED FIRMS

— José Mata, Pedro Portugal

2/01 GAPS AND TRIANGLES

— Bernardino Adão, Isabel Correia, Pedro Teles

3/01 A NEW REPRESENTATION FOR THE FOREIGN CURRENCY RISK PREMIUM

— Bernardino Adão, Fátima Silva

4/01 ENTRY MISTAKES WITH STRATEGIC PRICING

— Bernardino Adão

5/01 FINANCING IN THE EUROSYSTEM: FIXED VERSUS VARIABLE RATE TENDERS

— Margarida Catalão-Lopes

6/01 AGGREGATION, PERSISTENCE AND VOLATILITY IN A MACROMODEL

— Karim Abadir, Gabriel Talmain

7/01 SOME FACTS ABOUT THE CYCLICAL CONVERGENCE IN THE EURO ZONE

— Frederico Belo

8/01 TENURE, BUSINESS CYCLE AND THE WAGE-SETTING PROCESS

— Leandro Arozamena, Mário Centeno

9/01 USING THE FIRST PRINCIPAL COMPONENT AS A CORE INFLATION INDICATOR

— José Ferreira Machado, Carlos Robalo Marques, Pedro Duarte Neves, Afonso Gonçalves da Silva

10/01 IDENTIFICATION WITH AVERAGED DATA AND IMPLICATIONS FOR HEDONIC REGRESSION STUDIES

— José A.F. Machado, João M.C. Santos Silva

Banco de Portugal | Working Papers i



2002

1/02 QUANTILE REGRESSION ANALYSIS OF TRANSITION DATA

— José A.F. Machado, Pedro Portugal

2/02 SHOULD WE DISTINGUISH BETWEEN STATIC AND DYNAMIC LONG RUN EQUILIBRIUM IN ERROR

CORRECTION MODELS?

— Susana Botas, Carlos Robalo Marques

3/02 MODELLING TAYLOR RULE UNCERTAINTY

— Fernando Martins, José A. F. Machado, Paulo Soares Esteves

4/02 PATTERNS OF ENTRY, POST-ENTRY GROWTH AND SURVIVAL: A COMPARISON BETWEEN DOMESTIC AND

FOREIGN OWNED FIRMS

— José Mata, Pedro Portugal

5/02 BUSINESS CYCLES: CYCLICAL COMOVEMENT WITHIN THE EUROPEAN UNION IN THE PERIOD 1960-1999. A

FREQUENCY DOMAIN APPROACH

— João Valle e Azevedo

6/02 AN “ART”, NOT A “SCIENCE”? CENTRAL BANK MANAGEMENT IN PORTUGAL UNDER THE GOLD STANDARD,

1854 -1891

— Jaime Reis

7/02 MERGE OR CONCENTRATE? SOME INSIGHTS FOR ANTITRUST POLICY

— Margarida Catalão-Lopes

8/02 DISENTANGLING THE MINIMUM WAGE PUZZLE: ANALYSIS OF WORKER ACCESSIONS AND SEPARATIONS

FROM A LONGITUDINAL MATCHED EMPLOYER-EMPLOYEE DATA SET

— Pedro Portugal, Ana Rute Cardoso

9/02 THE MATCH QUALITY GAINS FROM UNEMPLOYMENT INSURANCE

— Mário Centeno

10/02 HEDONIC PRICES INDEXES FOR NEW PASSENGER CARS IN PORTUGAL (1997-2001)

— Hugo J. Reis, J.M.C. Santos Silva

11/02 THE ANALYSIS OF SEASONAL RETURN ANOMALIES IN THE PORTUGUESE STOCK MARKET

— Miguel Balbina, Nuno C. Martins

12/02 DOES MONEY GRANGER CAUSE INFLATION IN THE EURO AREA?

— Carlos Robalo Marques, Joaquim Pina

13/02 INSTITUTIONS AND ECONOMIC DEVELOPMENT: HOW STRONG IS THE RELATION?

— Tiago V.de V. Cavalcanti, Álvaro A. Novo

2003

1/03 FOUNDING CONDITIONS AND THE SURVIVAL OF NEW FIRMS

— P.A. Geroski, José Mata, Pedro Portugal

2/03 THE TIMING AND PROBABILITY OF FDI: AN APPLICATION TO THE UNITED STATES MULTINATIONAL

ENTERPRISES

— José Brandão de Brito, Felipa de Mello Sampayo

3/03 OPTIMAL FISCAL AND MONETARY POLICY: EQUIVALENCE RESULTS

— Isabel Correia, Juan Pablo Nicolini, Pedro Teles

Banco de Portugal | Working Papers ii



4/03 FORECASTING EURO AREA AGGREGATES WITH BAYESIAN VAR AND VECM MODELS

— Ricardo Mourinho Félix, Luís C. Nunes

5/03 CONTAGIOUS CURRENCY CRISES: A SPATIAL PROBIT APPROACH

— Álvaro Novo

6/03 THE DISTRIBUTION OF LIQUIDITY IN A MONETARY UNION WITH DIFFERENT PORTFOLIO RIGIDITIES

— Nuno Alves

7/03 COINCIDENT AND LEADING INDICATORS FOR THE EURO AREA: A FREQUENCY BAND APPROACH

— António Rua, Luís C. Nunes

8/03 WHY DO FIRMS USE FIXED-TERM CONTRACTS?

— José Varejão, Pedro Portugal

9/03 NONLINEARITIES OVER THE BUSINESS CYCLE: AN APPLICATION OF THE SMOOTH TRANSITION

AUTOREGRESSIVE MODEL TO CHARACTERIZE GDP DYNAMICS FOR THE EURO-AREA AND PORTUGAL

— Francisco Craveiro Dias

10/03 WAGES AND THE RISK OF DISPLACEMENT

— Anabela Carneiro, Pedro Portugal

11/03 SIX WAYS TO LEAVE UNEMPLOYMENT

— Pedro Portugal, John T. Addison

12/03 EMPLOYMENT DYNAMICS AND THE STRUCTURE OF LABOR ADJUSTMENT COSTS

— José Varejão, Pedro Portugal

13/03 THE MONETARY TRANSMISSION MECHANISM: IS IT RELEVANT FOR POLICY?

— Bernardino Adão, Isabel Correia, Pedro Teles

14/03 THE IMPACT OF INTEREST-RATE SUBSIDIES ON LONG-TERM HOUSEHOLD DEBT: EVIDENCE FROM A

LARGE PROGRAM

— Nuno C. Martins, Ernesto Villanueva

15/03 THE CAREERS OF TOP MANAGERS AND FIRM OPENNESS: INTERNAL VERSUS EXTERNAL LABOUR

MARKETS

— Francisco Lima, Mário Centeno

16/03 TRACKING GROWTH AND THE BUSINESS CYCLE: A STOCHASTIC COMMON CYCLE MODEL FOR THE EURO

AREA

— João Valle e Azevedo, Siem Jan Koopman, António Rua

17/03 CORRUPTION, CREDIT MARKET IMPERFECTIONS, AND ECONOMIC DEVELOPMENT

— António R. Antunes, Tiago V. Cavalcanti

18/03 BARGAINED WAGES, WAGE DRIFT AND THE DESIGN OF THE WAGE SETTING SYSTEM

— Ana Rute Cardoso, Pedro Portugal

19/03 UNCERTAINTY AND RISK ANALYSIS OF MACROECONOMIC FORECASTS: FAN CHARTS REVISITED

— Álvaro Novo, Maximiano Pinheiro

Banco de Portugal | Working Papers iii



2004

1/04 HOW DOES THE UNEMPLOYMENT INSURANCE SYSTEM SHAPE THE TIME PROFILE OF JOBLESS

DURATION?

— John T. Addison, Pedro Portugal

2/04 REAL EXCHANGE RATE AND HUMAN CAPITAL IN THE EMPIRICS OF ECONOMIC GROWTH

— Delfim Gomes Neto

3/04 ON THE USE OF THE FIRST PRINCIPAL COMPONENT AS A CORE INFLATION INDICATOR

— José Ramos Maria

4/04 OIL PRICES ASSUMPTIONS IN MACROECONOMIC FORECASTS: SHOULD WE FOLLOW FUTURES MARKET

EXPECTATIONS?

— Carlos Coimbra, Paulo Soares Esteves

5/04 STYLISED FEATURES OF PRICE SETTING BEHAVIOUR IN PORTUGAL: 1992-2001

— Mónica Dias, Daniel Dias, Pedro D. Neves

6/04 A FLEXIBLE VIEW ON PRICES

— Nuno Alves

7/04 ON THE FISHER-KONIECZNY INDEX OF PRICE CHANGES SYNCHRONIZATION

— D.A. Dias, C. Robalo Marques, P.D. Neves, J.M.C. Santos Silva

8/04 INFLATION PERSISTENCE: FACTS OR ARTEFACTS?

— Carlos Robalo Marques

9/04 WORKERS’ FLOWS AND REAL WAGE CYCLICALITY

— Anabela Carneiro, Pedro Portugal

10/04 MATCHING WORKERS TO JOBS IN THE FAST LANE: THE OPERATION OF FIXED-TERM CONTRACTS

— José Varejão, Pedro Portugal

11/04 THE LOCATIONAL DETERMINANTS OF THE U.S. MULTINATIONALS ACTIVITIES

— José Brandão de Brito, Felipa Mello Sampayo

12/04 KEY ELASTICITIES IN JOB SEARCH THEORY: INTERNATIONAL EVIDENCE

— John T. Addison, Mário Centeno, Pedro Portugal

13/04 RESERVATION WAGES, SEARCH DURATION AND ACCEPTED WAGES IN EUROPE

— John T. Addison, Mário Centeno, Pedro Portugal

14/04 THE MONETARY TRANSMISSION N THE US AND THE EURO AREA: COMMON FEATURES AND COMMON

FRICTIONS

— Nuno Alves

15/04 NOMINAL WAGE INERTIA IN GENERAL EQUILIBRIUM MODELS

— Nuno Alves

16/04 MONETARY POLICY IN A CURRENCY UNION WITH NATIONAL PRICE ASYMMETRIES

— Sandra Gomes

17/04 NEOCLASSICAL INVESTMENT WITH MORAL HAZARD

— João Ejarque

18/04 MONETARY POLICY WITH STATE CONTINGENT INTEREST RATES

— Bernardino Adão, Isabel Correia, Pedro Teles

Banco de Portugal | Working Papers iv



19/04 MONETARY POLICY WITH SINGLE INSTRUMENT FEEDBACK RULES

— Bernardino Adão, Isabel Correia, Pedro Teles

20/04 ACOUNTING FOR THE HIDDEN ECONOMY: BARRIERS TO LAGALITY AND LEGAL FAILURES

— António R. Antunes, Tiago V. Cavalcanti

2005

1/05 SEAM: A SMALL-SCALE EURO AREA MODEL WITH FORWARD-LOOKING ELEMENTS

— José Brandão de Brito, Rita Duarte

2/05 FORECASTING INFLATION THROUGH A BOTTOM-UP APPROACH: THE PORTUGUESE CASE

— Cláudia Duarte, António Rua

3/05 USING MEAN REVERSION AS A MEASURE OF PERSISTENCE

— Daniel Dias, Carlos Robalo Marques

4/05 HOUSEHOLD WEALTH IN PORTUGAL: 1980-2004

— Fátima Cardoso, Vanda Geraldes da Cunha

5/05 ANALYSIS OF DELINQUENT FIRMS USING MULTI-STATE TRANSITIONS

— António Antunes

6/05 PRICE SETTING IN THE AREA: SOME STYLIZED FACTS FROM INDIVIDUAL CONSUMER PRICE DATA

— Emmanuel Dhyne, Luis J. Álvarez, Hervé Le Bihan, Giovanni Veronese, Daniel Dias, Johannes Hoffmann,

Nicole Jonker, Patrick Lünnemann, Fabio Rumler, Jouko Vilmunen

7/05 INTERMEDIATION COSTS, INVESTOR PROTECTION AND ECONOMIC DEVELOPMENT

— António Antunes, Tiago Cavalcanti, Anne Villamil

8/05 TIME OR STATE DEPENDENT PRICE SETTING RULES? EVIDENCE FROM PORTUGUESE MICRO DATA

— Daniel Dias, Carlos Robalo Marques, João Santos Silva

9/05 BUSINESS CYCLE AT A SECTORAL LEVEL: THE PORTUGUESE CASE

— Hugo Reis

10/05 THE PRICING BEHAVIOUR OF FIRMS IN THE EURO AREA: NEW SURVEY EVIDENCE

— S. Fabiani, M. Druant, I. Hernando, C. Kwapil, B. Landau, C. Loupias, F. Martins, T. Mathä, R. Sabbatini, H.

Stahl, A. Stokman

11/05 CONSUMPTION TAXES AND REDISTRIBUTION

— Isabel Correia

12/05 UNIQUE EQUILIBRIUM WITH SINGLE MONETARY INSTRUMENT RULES

— Bernardino Adão, Isabel Correia, Pedro Teles

13/05 A MACROECONOMIC STRUCTURAL MODEL FOR THE PORTUGUESE ECONOMY

— Ricardo Mourinho Félix

14/05 THE EFFECTS OF A GOVERNMENT EXPENDITURES SHOCK

— Bernardino Adão, José Brandão de Brito

15/05 MARKET INTEGRATION IN THE GOLDEN PERIPHERY – THE LISBON/LONDON EXCHANGE, 1854-1891

— Rui Pedro Esteves, Jaime Reis, Fabiano Ferramosca

2006

1/06 THE EFFECTS OF A TECHNOLOGY SHOCK IN THE EURO AREA

— Nuno Alves , José Brandão de Brito , Sandra Gomes, João Sousa

Banco de Portugal | Working Papers v



2/02 THE TRANSMISSION OF MONETARY AND TECHNOLOGY SHOCKS IN THE EURO AREA

— Nuno Alves, José Brandão de Brito, Sandra Gomes, João Sousa

3/06 MEASURING THE IMPORTANCE OF THE UNIFORM NONSYNCHRONIZATION HYPOTHESIS

— Daniel Dias, Carlos Robalo Marques, João Santos Silva

4/06 THE PRICE SETTING BEHAVIOUR OF PORTUGUESE FIRMS EVIDENCE FROM SURVEY DATA

— Fernando Martins

5/06 STICKY PRICES IN THE EURO AREA: A SUMMARY OF NEW MICRO EVIDENCE

— L. J. Álvarez, E. Dhyne, M. Hoeberichts, C. Kwapil, H. Le Bihan, P. Lünnemann, F. Martins, R. Sabbatini, H.

Stahl, P. Vermeulen and J. Vilmunen

6/06 NOMINAL DEBT AS A BURDEN ON MONETARY POLICY

— Javier Díaz-Giménez, Giorgia Giovannetti , Ramon Marimon, Pedro Teles

7/06 A DISAGGREGATED FRAMEWORK FOR THE ANALYSIS OF STRUCTURAL DEVELOPMENTS IN PUBLIC

FINANCES

— Jana Kremer, Cláudia Rodrigues Braz, Teunis Brosens, Geert Langenus, Sandro Momigliano, Mikko

Spolander

8/06 IDENTIFYING ASSET PRICE BOOMS AND BUSTS WITH QUANTILE REGRESSIONS

— José A. F. Machado, João Sousa

9/06 EXCESS BURDEN AND THE COST OF INEFFICIENCY IN PUBLIC SERVICES PROVISION

— António Afonso, Vítor Gaspar

10/06 MARKET POWER, DISMISSAL THREAT AND RENT SHARING: THE ROLE OF INSIDER AND OUTSIDER

FORCES IN WAGE BARGAINING

— Anabela Carneiro, Pedro Portugal

11/06 MEASURING EXPORT COMPETITIVENESS: REVISITING THE EFFECTIVE EXCHANGE RATE WEIGHTS FOR

THE EURO AREA COUNTRIES

— Paulo Soares Esteves, Carolina Reis

12/06 THE IMPACT OF UNEMPLOYMENT INSURANCE GENEROSITY ON MATCH QUALITY DISTRIBUTION

— Mário Centeno, Alvaro A. Novo

13/06 U.S. UNEMPLOYMENT DURATION: HAS LONG BECOME LONGER OR SHORT BECOME SHORTER?

— José A.F. Machado, Pedro Portugal e Juliana Guimarães

14/06 EARNINGS LOSSES OF DISPLACED WORKERS: EVIDENCE FROM A MATCHED EMPLOYER-EMPLOYEE

DATA SET

— Anabela Carneiro, Pedro Portugal

15/06 COMPUTING GENERAL EQUILIBRIUM MODELS WITH OCCUPATIONAL CHOICE AND FINANCIAL FRICTIONS

— António Antunes, Tiago Cavalcanti, Anne Villamil

16/06 ON THE RELEVANCE OF EXCHANGE RATE REGIMES FOR STABILIZATION POLICY

— Bernardino Adao, Isabel Correia, Pedro Teles

17/06 AN INPUT-OUTPUT ANALYSIS: LINKAGES VS LEAKAGES

— Hugo Reis, António Rua

2007

1/07 RELATIVE EXPORT STRUCTURES AND VERTICAL SPECIALIZATION: A SIMPLE CROSS-COUNTRY INDEX

— João Amador, Sónia Cabral, José Ramos Maria

Banco de Portugal | Working Papers vi



2/07 THE FORWARD PREMIUM OF EURO INTEREST RATES

— Sónia Costa, Ana Beatriz Galvão

3/07 ADJUSTING TO THE EURO

— Gabriel Fagan, Vítor Gaspar

4/07 SPATIAL AND TEMPORAL AGGREGATION IN THE ESTIMATION OF LABOR DEMAND FUNCTIONS

— José Varejão, Pedro Portugal

5/07 PRICE SETTING IN THE EURO AREA: SOME STYLISED FACTS FROM INDIVIDUAL PRODUCER PRICE DATA

— Philip Vermeulen, Daniel Dias, Maarten Dossche, Erwan Gautier, Ignacio Hernando, Roberto Sabbatini,

Harald Stahl

6/07 A STOCHASTIC FRONTIER ANALYSIS OF SECONDARY EDUCATION OUTPUT IN PORTUGAL

— Manuel Coutinho Pereira, Sara Moreira

7/07 CREDIT RISK DRIVERS: EVALUATING THE CONTRIBUTION OF FIRM LEVEL INFORMATION AND OF

MACROECONOMIC DYNAMICS

— Diana Bonfim

8/07 CHARACTERISTICS OF THE PORTUGUESE ECONOMIC GROWTH: WHAT HAS BEEN MISSING?

— João Amador, Carlos Coimbra

9/07 TOTAL FACTOR PRODUCTIVITY GROWTH IN THE G7 COUNTRIES: DIFFERENT OR ALIKE?

— João Amador, Carlos Coimbra

10/07 IDENTIFYING UNEMPLOYMENT INSURANCE INCOME EFFECTS WITH A QUASI-NATURAL EXPERIMENT

— Mário Centeno, Alvaro A. Novo

11/07 HOW DO DIFFERENT ENTITLEMENTS TO UNEMPLOYMENT BENEFITS AFFECT THE TRANSITIONS FROM

UNEMPLOYMENT INTO EMPLOYMENT

— John T. Addison, Pedro Portugal

12/07 INTERPRETATION OF THE EFFECTS OF FILTERING INTEGRATED TIME SERIES

— João Valle e Azevedo

13/07 EXACT LIMIT OF THE EXPECTED PERIODOGRAM IN THE UNIT-ROOT CASE

— João Valle e Azevedo

14/07 INTERNATIONAL TRADE PATTERNS OVER THE LAST FOUR DECADES: HOW DOES PORTUGAL COMPARE

WITH OTHER COHESION COUNTRIES?

— João Amador, Sónia Cabral, José Ramos Maria

15/07 INFLATION (MIS)PERCEPTIONS IN THE EURO AREA

— Francisco Dias, Cláudia Duarte, António Rua

16/07 LABOR ADJUSTMENT COSTS IN A PANEL OF ESTABLISHMENTS: A STRUCTURAL APPROACH

— João Miguel Ejarque, Pedro Portugal

17/07 A MULTIVARIATE BAND-PASS FILTER

— João Valle e Azevedo

18/07 AN OPEN ECONOMY MODEL OF THE EURO AREA AND THE US

— Nuno Alves, Sandra Gomes, João Sousa

19/07 IS TIME RIPE FOR PRICE LEVEL PATH STABILITY?

— Vitor Gaspar, Frank Smets , David Vestin

Banco de Portugal | Working Papers vii



20/07 IS THE EURO AREA M3 ABANDONING US?

— Nuno Alves, Carlos Robalo Marques, João Sousa

21/07 DO LABOR MARKET POLICIES AFFECT EMPLOYMENT COMPOSITION? LESSONS FROM EUROPEAN

COUNTRIES

— António Antunes, Mário Centeno

2008

1/08 THE DETERMINANTS OF PORTUGUESE BANKS’ CAPITAL BUFFERS

— Miguel Boucinha

2/08 DO RESERVATION WAGES REALLY DECLINE? SOME INTERNATIONAL EVIDENCE ON THE DETERMINANTS

OF RESERVATION WAGES

— John T. Addison, Mário Centeno, Pedro Portugal

3/08 UNEMPLOYMENT BENEFITS AND RESERVATION WAGES: KEY ELASTICITIES FROM A STRIPPED-DOWN

JOB SEARCH APPROACH

— John T. Addison, Mário Centeno, Pedro Portugal

4/08 THE EFFECTS OF LOW-COST COUNTRIES ON PORTUGUESE MANUFACTURING IMPORT PRICES

— Fátima Cardoso, Paulo Soares Esteves

5/08 WHAT IS BEHIND THE RECENT EVOLUTION OF PORTUGUESE TERMS OF TRADE?

— Fátima Cardoso, Paulo Soares Esteves

6/08 EVALUATING JOB SEARCH PROGRAMS FOR OLD AND YOUNG INDIVIDUALS: HETEROGENEOUS IMPACT

ON UNEMPLOYMENT DURATION

— Luis Centeno, Mário Centeno, Álvaro A. Novo

7/08 FORECASTING USING TARGETED DIFFUSION INDEXES

— Francisco Dias, Maximiano Pinheiro, António Rua

8/08 STATISTICAL ARBITRAGE WITH DEFAULT AND COLLATERAL

— José Fajardo, Ana Lacerda

9/08 DETERMINING THE NUMBER OF FACTORS IN APPROXIMATE FACTOR MODELS WITH GLOBAL AND

GROUP-SPECIFIC FACTORS

— Francisco Dias, Maximiano Pinheiro, António Rua

10/08 VERTICAL SPECIALIZATION ACROSS THE WORLD: A RELATIVE MEASURE

— João Amador, Sónia Cabral

11/08 INTERNATIONAL FRAGMENTATION OF PRODUCTION IN THE PORTUGUESE ECONOMY: WHAT DO

DIFFERENT MEASURES TELL US?

— João Amador, Sónia Cabral

12/08 IMPACT OF THE RECENT REFORM OF THE PORTUGUESE PUBLIC EMPLOYEES’ PENSION SYSTEM

— Maria Manuel Campos, Manuel Coutinho Pereira

13/08 EMPIRICAL EVIDENCE ON THE BEHAVIOR AND STABILIZING ROLE OF FISCAL AND MONETARY POLICIES IN

THE US

— Manuel Coutinho Pereira

14/08 IMPACT ON WELFARE OF COUNTRY HETEROGENEITY IN A CURRENCY UNION

— Carla Soares

15/08 WAGE AND PRICE DYNAMICS IN PORTUGAL

— Carlos Robalo Marques

Banco de Portugal | Working Papers viii



16/08 IMPROVING COMPETITION IN THE NON-TRADABLE GOODS AND LABOUR MARKETS: THE PORTUGUESE

CASE

— Vanda Almeida, Gabriela Castro, Ricardo Mourinho Félix

17/08 PRODUCT AND DESTINATION MIX IN EXPORT MARKETS

— João Amador, Luca David Opromolla

18/08 FORECASTING INVESTMENT: A FISHING CONTEST USING SURVEY DATA

— José Ramos Maria, Sara Serra

19/08 APPROXIMATING AND FORECASTING MACROECONOMIC SIGNALS IN REAL-TIME

— João Valle e Azevedo

20/08 A THEORY OF ENTRY AND EXIT INTO EXPORTS MARKETS

— Alfonso A. Irarrazabal, Luca David Opromolla

21/08 ON THE UNCERTAINTY AND RISKS OF MACROECONOMIC FORECASTS: COMBINING JUDGEMENTS WITH

SAMPLE AND MODEL INFORMATION

— Maximiano Pinheiro, Paulo Soares Esteves

22/08 ANALYSIS OF THE PREDICTORS OF DEFAULT FOR PORTUGUESE FIRMS

— Ana I. Lacerda, Russ A. Moro

23/08 INFLATION EXPECTATIONS IN THE EURO AREA: ARE CONSUMERS RATIONAL?

— Francisco Dias, Cláudia Duarte, António Rua

2009

1/09 AN ASSESSMENT OF COMPETITION IN THE PORTUGUESE BANKING SYSTEM IN THE 1991-2004 PERIOD

— Miguel Boucinha, Nuno Ribeiro

2/09 FINITE SAMPLE PERFORMANCE OF FREQUENCY AND TIME DOMAIN TESTS FOR SEASONAL FRACTIONAL

INTEGRATION

— Paulo M. M. Rodrigues, Antonio Rubia, João Valle e Azevedo

3/09 THE MONETARY TRANSMISSION MECHANISM FOR A SMALL OPEN ECONOMY IN A MONETARY UNION

— Bernardino Adão

4/09 INTERNATIONAL COMOVEMENT OF STOCK MARKET RETURNS: A WAVELET ANALYSIS

— António Rua, Luís C. Nunes

5/09 THE INTEREST RATE PASS-THROUGH OF THE PORTUGUESE BANKING SYSTEM: CHARACTERIZATION AND

DETERMINANTS

— Paula Antão

6/09 ELUSIVE COUNTER-CYCLICALITY AND DELIBERATE OPPORTUNISM? FISCAL POLICY FROM PLANS TO

FINAL OUTCOMES

— Álvaro M. Pina

Banco de Portugal | Working Papers ix



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




