De Pace (2008). Currency Union, Free-Trade Areas, and Busi-

ness Cycle Synchronization. Tables (Extended)

COUNTRIESANETHEEUROPEANUNIONE1957)

ANDANETHEEEUROPEANECONOMICBANDEMIONETARYARNIONF01.01.1999)
BelgiumdBE) IrelandiE) ®
Germany®DE) GreeceGR) ™%
FrancefFR) SpaingEs)
ItalydIT) Portugal@PT) ©
LuxembourgBLUX) Austria@AT) (d
NetherlandsGNE) Finland®@FI) )
OTHEREOUNTRIESANETHEEEUROPEANAENION

ANDETURRENTEZURRENCYREGIMES
PegoheEuro®hrough®ERMAI*Fsince®1.01.1999)

Managed®Floatdsincefl1.1992 )@ otAnERMAI*
Managed®|oat@INotEAnERMMAI*

Denmark@DkK) ©
Sweden@SE) (@
United®&ingdomBUK) ®

COUNTRIESANETHEENORTHRAMERICANZFREEZTRADEEAGREEMENTH01.1994)

ANDERURRENTEURRENCY@REGIMES
CanadafCA) ® Managed®loat/Floating@ExchangeRate
MexicoMEX) Managed®loat
USAFUSA) 0 Managed®Float/Floating@Exchange®Rate
COUNTRYAWVITHRARINKEDEXCHANGERATEBYSTEMANITHAJSMOLLARF10.17.1983)

Hong&ong{HK)

“In the European Union since 1973. ®lin the European Union since 1981. “In the European Union since

1986. “In the European Union since 1995. ©n the European Economic and Monetary Union since

01.01.2001. "in@heanadalUSEFreedradefgreement@ince®1.1989.

*European@ExchangeRate@echanisml

List of Countries



Global@ndex@AN eighted®verageXorrelation@hanges

CycleMMeasurelFiltering@ethod EU EMU CoreEU CoreEMU

RealfGDPEHPMVEKF) 0.187 u 0.141 u 0.347 0362 u

(1991.422006.2)

1)

RealGDPIHPMVEKS) 0243 u 0.105 u 0341 u" 0137 u

(1991.4%2006.2)

Real@GDPEProductionFunctiond1) 0.524% U 0.321% u 0598 U 0413 U
(1991.472006.2)

RealfDPEProductionfunction2) 0.455°) Uy 0.246% 0534 U 0242 u
(1991.472006.2)

Real@GDPEKGrowth 0.062 u 0.089 u 0.198 u 0.106 u
(1991.22006.2)

Industrial®Productiondndex@Growth{1) 0.1509 0.103 y 0.209 u 0.106 u
(1980.122007.1)

Industrial®Productiondndex@Growth{2) 0.011 u 0.0549 y 0.098 u .044 d
(1991.222007.1)

Final@onsumptionExpenditureMEHP 0137 u 0.016 u 0356 u? 0.151 u®
(1991.172006.2)

GrossFixedTapitalFormationFHP 0.136 u 0.076 u 0.118 u ®.055 d
(1991.12006.2)

TradeBctivity{imports+Exports) TP 0315 (U) 0232 u 0.258 u® 0.066 u'”
(1991.172006.2)

StockMarket@ndex@Return" m.032¢ d m.058° d 00847 u*  0102" U
(1990.272006.11)

EU: AT, BE, DE, DK, ES, FI, FR, GR, IT, NE, UK. EMU: AT, BE, DE, ES, I, FR, GR, IT, NE. Core EU: DE, ES, FR, IT, UK. Core
EMU: DE, ES, FR, IT. NonZore EU: AT, BE, DK, Fl, GR, NE. NonEore EMU: AT, BE, FI, GR, NE. DM Bloc + Finland: AT, BE,
DE, DK, FI, NE. NAFTA: CA, MEX, USA. Note: Finland was not formally part of the Deutsche Marc (DM) Bloc. In
computing global indices, however, we include it for its geographical proximity to the countries in the Bloc within the
borders@fitheEU.

Breakpoint Date (Europe, Quarterly Data): 1998.4. Breakpoint Date (Europe, Monthly Data): 1998.12. Breakpoint
DatedNAFTA,Muarterly@ata):7A993.4. Breakpoint@atedNAFTA,MMonthly@ata):993.12.

Bootstrap@eplications:A500.BootstrapAterations:F750.
@poes not include: AT, Fl, GR. ®poes not include: AT. “Also includes: IE, LUX, PT, SE. @Also includes: IE, LUX, PT.
©poesmotinclude:AT.Ancludes:AE. "Doesmotdnclude aT. ©@Isodncludes:aE. 'h’Monthlyﬁﬂata.

11991.4%006.3. ?1991.222006.3. #11991.12007.1. (4)1991.122006.3. ©1987.8006.11. ©1980.42006.3. " 1980.2¢
2006.3. ®11980.22007.1. ¥1991.222007.1. “?1980.122006.4. *"'1991.12006.2. “?1981.1006.3. **'1983.22006.11.

Symbols and Notation. u: non@ignificantly positive correlation change; U: positive correlation change (significant at
10% level); U: positive correlation change (significant at 5% level); d: non&ignificantly negative correlation change; D:
negative correlation change (significant at 10% level); D: negative correlation change (significant at 5% level). Entriesin

parentheses:iasorrectionds@pplied. Correlation@hangesAniold:Bignificant@t®itherB %R 0%Hdevel.

Weighted Average Correlation Changes (WACCs) (1)



Global@ndex@AN eighted@verageXorrelation®hanges

Cycle@Measure@Filtering@ethod NonXoreEU NonXoreEMU DMBlocEFinland NAFTA

RealGDPEEHPMVKF) 0.260 u 0.083 u 0.465 u® 0181 u®
(1988.422006.2)

RealGDPEHPMVEKS) 0230 u 0088 u 0.341 u® 0262 u®
(1988.472006.2)

Real@EDPEProductiondunctiond1) i) i) 0.645" u i)
(1991.422006.2)

RealfGDPEProduction@Functiond?2) i3] [P 0.572" U [ELa]
(1991.42006.2)

Real GDPEGrowth 0.035 u ®.025 d 0.101 e m.060 d”
(1988.262006.2)

IndustrialProductiondndex@rowthd1) 0116 u 0077 o 0.145 u 0.025 u®
(1980.172007.1)

IndustrialProduction@ndexEG rowthi2) 0.086 u 00739 y 0.042 u® iial
(1988.2r2007.1)

Final@onsumption@Expenditure@HP .127 d .207 d 0.125 u® 0522 U
(1988.122006.2)

GrossFixedT apitalFormationEHP 0216 U 0.165 u 0.497 s 0.195 u*?
(1988.172006.2)

TradeB\ctivityfimports+Exports) TP 0430 U 053 U 0.274 (L) 0.014 u*?
(1988.12006.2)

Stock@MarketiAndex@Return™ ®.143® D m.159® D .086 d m.066 d*¥
(1990.262006.11)

EU: AT, BE, DE, DK, ES, FI, FR, GR, IT, NE, UK. EMU: AT, BE, DE, ES, FI, FR, GR, IT, NE. Core EU: DE, ES, FR, IT, UK. Core EMU: DE, ES, FR,
IT. Nonore EU: AT, BE, DK, FI, GR, NE. Non®ore EMU: AT, BE, FI, GR, NE. DM Bloc + Finland: AT, BE, DE, DK, FI, NE. NAFTA: CA,
MEX, USA. Note: Finland was not formally part of the Deutsche Marc (DM) Bloc. In computing global indices, however, we include it

forAts@eographical@roximity@o®he@ountries@n®heBlocvithin®he@orders®fEheEU.

Breakpoint Date (Europe, Quarterly Data): 1998.4. Breakpoint Date (Europe, Monthly Data): 1998.12. Breakpoint Date (NAFTA,
Quarterly@ata):7993.4. Breakpoint®DatedNAFTA,MMonthly@ata):@993.12.

Bootstrap@Replications:FL500.BootstrapAterations:750.

“'Does not include: AT, Fl, GR. "”’Does not include: AT. ‘“Also includes: IE, LUX, PT, SE. ‘“Also includes: IE, LUX, PT. “/Does not include:
IT.Ancludes:qE. "Doesmotinclude:AT. ®@Isolncludes:aE. “')Monthlyﬁﬂata.

11991.402006.3. ¥1991.222006.3. *1991.122007.1. (4)1991.12006.3. '1987.872006.11. ©1980.422006.3. ” 1980.222006.3
®1920 2@007 1 1991 2007 1 191920 1006 4 Y1991 1006 2 P1981 1006 2 1982 2E0006 11

Symbols and Notation. u: nonBignificantly positive correlation change; U: positive correlation change (significant at 10% level); U
positive correlation change (significant at 5% level); d: nonBignificantly negative correlation change; D: negative correlation change
(significant at 10% level); D: negative correlation change (significant at 5% level). Entries in parentheses: biasorrection is applied.

Correlation®hangesinold:Bignificant@t@itherB %L 0%Hevel.

Weighted Average Correlation Changes (WACCs) (2)
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EU15@hock@AFSupply)@Blanchard@uah@ecomposition

Bootstrap@ype:AteratedBtandarddndependent@Bootstrap

1

BE DE DK £ Fl R GR IT NE SE UK UP  Sign.@Wp DOWN  Sign.DOWN Total

27 3 31 5 66
EU15
40.9% 4.5% 47.0% 7.6% 100.0%
15 0 17 4 36

EMu12 417%  0.0% 472%  111% 100.0%

T
accoanocoacopg
c
=l

cocoacaccoocqg
ccucUcaacyg
cccaoacoap@
cccacaag
caOaccq
acccafl
ccccg
ccc @

=]

Bootstrap@ype:Btandarddndependent@Bootstrap

>
=]
®
m

DE DK £ Fl FR GR IT NE SE UK UP  Sign.@WP DOWN  Sign.DOWN Total

26 4 30 6 66
EU1S 39.4% 6.1% 45.5% 9.1% 100.0%
14 1 16 5 36

Emu12 38.9% 2.8% 44.4% 13.9% 100.0%

X =

I
oaccaooouaoaa0f
<
B

cococoaoccaacg
ccuoUcoacHg
cccaacoag

c Ccacaaf
caoaccp

o Ccccafg
ccccqg

ccc @

AT BE DE DK ES Fl FR GR IT NE SE UK

AT 0.000

BE @.504 0.000

DE [®.161 0.046 0.000

DK .018 ®.224 0.401 0.000

ES .126 [0.321 @.470 [.145 0.000

Fl .056 0.410 [@.159 ®.360 [.220 0.000

FR @.384 0.034 0.133 0.054 [0.140 0.231 0.000

GR .233 @.293 ®@.902 ®.112 0.526 0.086 [@.173 0.000

IT .242 0.254 @.014 ®.116 [0.002 @.012 0.014 0.067 0.000

NE 0.248 [.020 @.488 0.105 0.130 M@.463 0.074 0.214 0.006 0.000

SE 0.157 [.023 0.845 0.303 0.727 (©0.140 0.443 0.233 0.427 0.137 0.000
UK .068 @.170 @.111 0.246 0.036 M.095 @.118 0.121 0.213 .017 ®.194 0.000

Samples (Quarterly Data). AT: 1989.222006.3; BE: 1981.172006.3; DE: 1994.1(2006.3; DK: 1978.3(2006.3; ES: 1981.222006.3; FI: 1981.2%2006.3; FR: 1979.12006.3; GR: 1978.472006.2; IT:
1981.3(2006.3;ANE:A979.372006.3;BE:A995.42006.3;AK:A973.12006.3.

Breakpoint®ate:[1998.4.

Symbols and Notation. u: nonBignificantly positive correlation change; U: positive correlation change (significant at 10% level); U: positive correlation change (significant at 5% level); d: nonE
significantly negative correlation change; D: negative correlation change (significant at 10% level); D: negative correlation change (significant at 5% level). Entries in parentheses: biasZ
correction is applied. Correlation Changes in bold: significant at either 5% or 10% level. #: number of observations; %: proportion out of total number of entries; UP: number of nonE
significantly positive correlation changes; Sign. UP: number of significantly positive correlation changes; DOWN: number of non@ignificantly negative correlation changes; Sign. DOWN:

number®fBignificantlytegative@orrelation@hanges.

EU15 - Shock 1 (Supply) - Pairwise Correlation Changes
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EU15@Bhock2FDemandil )@Blanchard@Muah@ecomposition

Bootstrap@ype:Aterateddtandarddndependent®Bootstrap

-1

BE bE DK ES Al FR GR IT NE SE UK UP  Sign.wp DOWN  Sign.MDOWN Total

39 7 19 1 66
59.1% 10.6% 28.8% 1.5% 100.0%

AT
BE
DE
DK
ES
Fl
FR
GR

EU15

17 5 13 1 36

EMU12 47.2%  13.9% 36.1% 2.8% 100.0%

NE
SE
UK

cccoccacccc@
c
El

caocacccccapg
aaacccaacg
cccccceccg
ccaoaacac i
cCaoocaccpqg
cccacQg
ocaocc@
ccc@g

=]

BootstrapfType:Btandarddndependent®Bootstrap

DE DK ES FI FR GR IT NE SE UK

3
@
m

UP  Sign@P DOWN  Sign.DOWN Total

37 9 19 1 66
56.1% 13.6% 28.8% 1.5% 100.0%

AT
BE
DE
DK
ES
Fl
FR
GR

EU15

17 5 13 1 36

Emu12 47.2%  13.9% 36.1% 2.8% 100.0%

NE
SE
UK

Ccccouccaccccpg
<
B

cococaocccccag
caaoacccaacyg
ccccecceccpg
ccoacac g
cCaocaccpg
cccacg
coccp
cccqg

B

AT BE DE DK ES FI FR GR T NE SE UK

AT 0.000

BE 0.255 0.000

DE 0.124 ®.444 0.000

DK 0.159 0.395 0.192 0.000

ES 0.002 0.450 ®.015 0.082 0.000

Fl .075 0.506 [©.250 0.222 0.290 0.000

FR 0.398 0.346 0.203 0.062 ®.168 0.184 0.000

GR 0.709 0.675 0.253 0.248 0.220 0.143 0.120 0.000

IT @.296 ®.226 0.139 0.339 @0.064 [.090 @.026 0.204 0.000

NE 0.207 M.230 ®.176 0.244 ®.045 .051 0.077 0.193 0.109 0.000

SE 0.136 [.128 ™®.158 0.378 0.165 [.094 0.108 ®.113 0.113 0.187 0.000
UK 0.311 0.154 [0.292 0.009 0.212 0.294 0.116 [D.224 0.198 0.046 0.243 0.000

Samples (Quarterly Data). AT: 1989.202006.3; BE: 1981.172006.3; DE: 1994.122006.3; DK: 1978.32006.3; ES: 1981.202006.3; FI: 1981.222006.3; FR: 1979.122006.3; GR: 1978.422006.2; IT:
1981.372006.3;NE:[1979.3(2006.3;BE:995.422006.3;AK:1973.122006.3.

Breakpoint@ate:[1998.4.

Symbols and Notation. u: nonBignificantly positive correlation change; U: positive correlation change (significant at 10% level); U: positive correlation change (significant at 5% level); d: non@
significantly negative correlation change; D: negative correlation change (significant at 10% level); D: negative correlation change (significant at 5% level). Entries in parentheses: bias@
correction is applied. Correlation Changes in bold: significant at either 5% or 10% level. #: number of observations; %: proportion out of total number of entries; UP: number of non
significantly positive correlation changes; Sign. UP: number of significantly positive correlation changes; DOWN: number of nonignificantly negative correlation changes; Sign. DOWN:

number®fBignificantlytegative®orrelation@hanges.

EU15 - Shock 2 (Demand 1) - Pairwise Correlation Changes
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AT
BE
DE
DK
ES
Fl
FR
GR

NE
SE
UK

AT
BE
DE
DK
ES
Fl
FR
GR

NE
SE
UK

AT
BE
DE
DK
ES
Fl
FR
GR
T
NE
SE
UK

EU15@BhockBfDemand®)@Blanchard@Muah®ecomposition

Bootstrap@ype:Aterateddtandarddndependent®Bootstrap

AT BE DE DK ES Fl FR GR IT NE SE UK UP  signaP DOWN  Sign.dDOWN Total
@ EUlsS 22 3 37 4 66
u @ 33.3% 4.5% 54.5% 7.6% 100.0%
d d @
d u u @ 13 2 19 2 36
u d d d ] EmMu12 36.1% 5.6% 50.0% 8.3% 100.0%
d D u u u el
d u d d u u @
d d u d d u d @
u D u u d u d d @
d u d u d d u u d @
d u d d D d d D d d @
d d d d d d U u u d u @
Bootstrap@ype:Btandarddndependent®Bootstrap
AT BE DE DK ES F FR GR IT NE SE UK UP  Sign.@WP DOWN  Sign.DOWN Total
@ EU1S5 22 3 37 4 66
u @ 333% 4.5% 54.5% 7.6% 100.0%
d d @
d u u @ EMU12 13 2 19 2 36
u d d d @ 36.1%  5.6% 50.0% 8.3% 100.0%
d D u u u @
d u d d u u @
d d u d d u d @
u D u u d u d d @
d u d u d d u u d @
d u d d D d d D d d @
d d d d d d U u u d u e
AT BE DE DK ES Fl FR GR IT NE SE UK
0.000
0.083 0.000
@.026 [@0.406 0.000
@.041 0.077 0.044 0.000
0.110 ©.091 [@.152 ®.141 0.000
.017 @.694 0.132 0.185 0.106 0.000
.279 0.005 ®.244 [0.109 0.060 0.352 0.000
0.070 ©.041 0.064 [.233 @.009 0.580 [@.247 0.000
0.144 ™.391 0.490 0.117 [@D.247 0.064 [.205 ®@.271 0.000
M.255 0.044 ®.064 0.163 @.373 ®.191 0.133 0.196 [@.078 0.000
M.518 0.228 ®.103 [.274 @.638 ®.143 ®.174 ™.697 [.109 @®.310 0.000
M.026 [.052 ®.109 [.293 M.061 ™.229 0.306 0.010 0.140 .158 0.018 0.000

Samples (Quarterly Data). AT: 1989.22006.3; BE: 1981.122006.3; DE: 1994.1%2006.3; DK: 1978.322006.3; ES: 1981.222006.3; Fl: 1981.262006.3; FR: 1979.122006.3; GR: 1978.42006.2; IT: 1981.3%
2006.3;ANE:[979.322006.3;BE:A995.42006.3;WK:A973.172006.3.

Breakpoint®ate:1998.4.

Symbols and Notation. u: nonBignificantly positive correlation change; U: positive correlation change (significant at 10% level); U: positive correlation change (significant at 5% level); d: non2@

significantly negative correlation change; D: negative correlation change (significant at 10% level); D: negative correlation change (significant at 5% level). Entries in parentheses: biasftorrection

is applied. Correlation Changes in bold: significant at either 5% or 10% level. #: number of observations; %: proportion out of total number of entries; UP: number of nonBignificantly positive

correlation changes; Sign. UP: number of significantly positive correlation changes; DOWN: number of nonBignificantly negative correlation changes; Sign. DOWN: number of significantly

negativel@orrelation@hanges.

EU15 - Shock 3 (Demand 2) - Pairwise Correlation Changes
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NAFTA

BusinessiycleMMeasure Filtering®Method = CABMEX CARUSA MEXEUSA
Real@DP HPUVEKF) 0.169 u ®.161 d 0.724 U
HPUVHKS) 0.091 u ®.227 d 0.597 U
HPMVHKF) 0.085 u ®.164 d 0.566 U
HPMVEKS) 0.078 u ®.227 d 0.538 U
Growth @.169 D ®.237 d 0.140 u
Industrial@Productiondndex Growth 0.154 u @.130 d 0.160 u
Finalonsumption®xpenditure HP 0.730 U 0.043 u 0.965 U
GrossFixedTapitalFormation HP 0.485 U 0.103 u 0.239 u
Stock@Market@ndex Return® 0328 U ®.064 d ®.114 d
TradeB\ctivity HP 0.050 u ®.023 d 0.046 u
PCChetween Filtering@ethod CA MEX USA
Stock@Marketdndex
and HP 0.374 u 0.649 U 0.452 u
Real@GDP
TradeB\ctivity
and HP 0.004 u 0.240 U 0.045 u
Real@DP

Samples (Quarterly Data). Real GDP. CA: 1980.1F2006.3; MEX: 1980.122006.3 (from 1980.2 in Real
GDP Growth Rates, from 1980.4 in HPMV); USA: 1974.222006.3. Industrial Production Index . CA:
1980.122007.1; MEX: 1980.222007.1; USA: 1980.122007.1. Final Consumption Expenditure . CA: 1980.1(
2006.4; MEX: 1980.122006.4; USA: 1980.122006.4. Gross Fixed Capital Formation . CA: 1980.1F2006.4;
MEX: 1980.172006.4; USA: 1980.172006.4. Trade Activity . CA: 1981.172006.3; MEX: 1980.172006.3;
USA:F1981.1E2006.3. Stock@Marketdndex .LCA:F1982.1F2006.3;BMEX:A1983.12006.3;ASA:A1974.23
Samples (Monthly Data). Stock Market Index (Returns) . CA: 1982.2(2006.11; MEX: 1983.272006.11;
USA:[1982.22006.11.

Breakpoint@atefQuarterly@ata):1993.4. BreakpointatedMonthly@ata):71993.12.

@\onthlyData.

Symbols and Notation. u: non@ignificantly positive correlation change; U: positive correlation change
(significant at 10% level); U: positive correlation change (significant at 5% level); d: nonB&ignificantly
negative correlation change; D: negative correlation change (significant at 10% level); D: negative
correlation change (significant at 5% level). Entries in parentheses: biasorrection is applied.
CorrelationThangesfnold:Bignificant@t@itherB %A 0%devel.

NAFTA - All Measures - Pairwise Correlation

Changes
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HONGXONGTRISA

BusinessycleMeasure Filtering@Method HKZUSA
Real@DP HPMVEKF) ®.519 (D)
HPMVEKS) M.214 d
Growth 0.015 u
Finalonsumption&xpenditure HP @.585 D
GrossFixedTapitalFormation HP .629 d
Stock@arket@ndex Return®® ®.022 d
Trade@ctivity HP ®.192 d
PCCetween Filtering@ethod HK
Stock@Market@ndex
and HP 0.142 u
Real@&DP
TradeB\ctivity
and HP 0.218 u
Real®&DP

Samples (Quarterly Data). Real GDP : 1975.42006.3 (HPMV), 1974.28
2006.30Growth). Final@onsumptionExpenditure,@&rossFixed®Tapital
Formation :A973.122006.4. TradefActivity :A1973.172006.3. Stock
SamplesdMonthly®ata). StockMMarket@ndex :A974.722006.11.

Breakpoint Date (Quarterly Data): 1983.3. Breakpoint Date
(Monthly@ata):71983.9.

‘E'Monthlyﬁbata.

Symbols and Notation. u: nonBignificantly positive correlation
change; U: positive correlation change (significant at 10% level); U
positive correlation change (significant at 5% level); d: non@
significantly negative correlation change; D: negative correlation
change (significant at 10% level); D: negative correlation change
(significant at 5% level). Entries in parentheses: bias®orrection is
applied. Correlation Changes in bold: significant at either 5% or 10%
level.

Hong Kong/USA - All Measures -

Pairwise Correlation Changes
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Simulated®ata MontearloExperiment

BootstrapfType "True"Btatistics Coverage®robability StatisticalPower
Resampling@cheme Correlations PercentilefC| PercentilefCl
Firstdample  Change 90% 95% 90% 95%
EXPERIMENTEL
NOB .48 1.36 71.6% 81.4% 100.0% 100.0%
OB .48 1.37 74.8% 83.3% 99.5% 99.3%
Stationary .48 1.37 77.0% 84.3% 99.7% 99.7%
Iterated@DB .48 1.37 87.6% 93.6% 96.4% 94.2%
Iterated@Stationary .48 1.36 86.7% 94.0% 98.7% 98.3%
Iterated@Parametric .48 1.36 98.9% 99.1% 98.6% 98.6%
EXPERIMENT®R
NOB M.39 1.31 79.9% 85.6% 99.9% 99.9%
oB M.39 1.31 89.3% 93.0% 99.9% 99.7%
Stationary .39 131 88.6% 93.4% 100.0% 100.0%
Iterated@DB ®.39 1.31 96.4% 98.0% 98.0% 97.0%
Iterated@Btationary .39 1.31 93.3% 97.0% 99.9% 99.3%
Iterated@Parametric .39 1.31 90.7% 95.1% 99.6% 99.1%
EXPERIMENT®3
NOB 0.12 0.64 77.0% 84.1% 87.1% 82.1%
OB 0.12 0.64 79.6% 87.8% 85.4% 76.9%
Stationary 0.11 0.64 79.0% 86.2% 87.2% 82.9%
Iterated@DB 0.12 0.64 88.4% 94.8% 69.2% 55.4%
Iterated@Stationary 0.12 0.64 87.9% 92.3% 76.0% 63.4%
Iterated@Parametric 0.12 0.64 92.1% 97.1% 78.3% 69.4%
EXPERIMENT®
NOB 0.40 0.42 83.6% 89.5% 73.4% 63.4%
oB 0.40 0.42 80.1% 87.9% 61.4% 50.5%
Stationary 0.40 0.42 85.4% 90.7% 73.6% 63.0%
Iterated@DB 0.40 0.42 93.6% 96.4% 34.6% 24.4%
Iterated@Btationary 0.40 0.42 91.6% 95.4% 55.0% 40.7%
Iterated@Parametric 0.40 0.42 94.6% 97.6% 63.1% 48.1%

DGPs@reialibratedby@stimating@orresponding@nodels®nZeal@ata
Experimenti :Butput@apsEKF)@Austria@nd@enmark@DGP:F/AR(4)
Experiment®:Butput@EapsqKF)EAustria@ndFinland@DGP:WV/AR(3)
Experiment®:ButputBapsAKF)EFrance@nd KFDGP:A/AR(3)
Experiment@:Butput@BapsAKF)@EBelgiumzndidNetherlands@DGP:A/AR(4)

Bootstrapfype@Resampling@cheme Coverage®Probability@ndBtatisticalPower
NOB:MNon@verlapping®BlocksAFixedadength) Percentile|:@Percentile@onfidencednterval
OB:@verlappingBlocksAFixedAength)

Stationary:@verlapping®locksgRandomiength)

Parametric:@Model@Based{CorrectBpecification)

Notes: This table reports the results of four different Monte Carlo experiments. We use 10000 replications to estimate the
"true" statistics in the simulated data through the indicated DGP; 1000 Monte Carlo replications to estimate empirical
coverage probabilities and statistical powers when the bootstrap type is NOB, OB, and Stationary. With Iterated ZOB we run
500 Monte Carlo replications, 700 with Iterated BStationary. The length of the first subsample is 41 in Experiments 1 and 2, 81
in Experiment 3, 73 in Experiment 4. The length of the second subsample is 31 in all the experiments. All innovations are

independent@ndidentically@listributed@sbivariate@Bhormals.

Monte Carlo Experiments (1)
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Great@Moderation

Monte®arloExperiment

Bootstrap@ype Parameters Coverage®Probability
Resampling@Bcheme Kem tom Percentileil
90% 95%
EXPERIMENT®
Iterated@Btationary 0.48 33 88.1% 94.0%
Iterated@@Parametric 0.48 33 90.4% 94.9%
EXPERIMENTELO
Iterated@Btationary 0.48 20 91.0% 95.6%
Iterated@@Parametric 0.48 20 91.9% 96.4%
EXPERIMENTE 1
Iterated@Btationary 0.55 18 88.1% 93.1%
Iterated@@Parametric 0.55 18 88.9% 94.3%

DGPs&realibratedby@®stimating@orresponding@nodelsBnZeal®iata

Experiment®:ButputBapsAKS)HanadaBndAUSAFDGP:AR(4)
ExperimentBO:ButputBEapsEdKS)TanadaRndSAFIDGP:AV/AR(4)
Experiment@ 1:ButputZaps@KS)@Francenditaly@IDGP:A/AR(3)

Bootstrap@ypefResampling®cheme
Stationary:@verlapping®locksgRandom@ength)
Parametric:@ModelPaseddCorrect@pecification)

Coverage®Probability

Percentilefl:®ercentile@onfidencelnterval

Notes: This table reports the results of three different Monte Carlo experiments
simulating®he@presence®dfitheGreatiModeration@nheiusiness@ycle@ata. AV e@unZ 00
Monte Carlo replications to estimate empirical coverage probabilities. The length of the
first subsample is 56 in Experiments 9 and 10, 73 in Experiment 11. The length of the
second subsample is 51 in Experiments 9 and 10, 31 in Experiment 11. All innovations
are independent and identically distributed as bivariate normals. Innovation variances
are scaled down by a factor Kg), at the date of occurrence of the Great Moderation (in
the table, it is indicated as tgy); covariance terms are scaled down accordingly at the
beginning of the second subsample so that conditional and unconditional correlations

remain unchanged from the first sample to the second sample. VAR coefficients stay

constant@®verhe@vholeBample.

Monte Carlo Experiments (3)
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