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x-axis: General government debt, % of GDP, Q1 2018 Chart 18: Fiscal vs External Balance

y-axis: Non-financial private sector debt, % of GDP, Q1 2018
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Chart 19: EM foreign currency bond issuance
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COUNTRY CORRELATIONS BETWEEN THE CYCLICAL COMPONENTS OF REAL
GOVERNMENT SPENDING AND REAL GDP, 1960-1999 VERSUS 2000-2014
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Fig. 2. Country correlations between the cyclical components of real government expenditure and real GDP. 1960-1999. Notes: Dark bars are industrial countries and light ones are Fig. 3. Country correlations between the cyclical components of real government expenditure and real GDP. 2000-2009, Notes: Dark bars are industrial countries and light ones are
developing countries. The cyclical components have been estimated using the Hodrick-Prescott Fil_ter. A positive (negative) correlation indicates_ procyclical (cal_mtercych‘cat) fiscal developing countries. The cyclical components have been estimated using the Hodrick-Prescatt Filter, A positive (negative) correlation indicates procyclical (countercyclical) fiscal pol

policy. Real government expenditure is defined as central government expenditure and net lending deflated by the GDP deflator. See Appendix 2 for correlation values for each icy. Real government expenditure is defined as central government expenditure and net lending deflated by the GDP deflator. See Appendix 2 for correlation values for each country.
CoRmiry. . ) o . Source: World Economic Outlook and International Financial Statistics (IMF).

Source: World Economic Outlook and International Financial Statistics (IMF).
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Corr(G, GDP)=0.81 - 1.02av.IQ
(0.09)* (0.15)**
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Table 2
Panel regressions. Dependent variable is the cyclical components of real government expenditure.

All Established 5till in school Recent Back to school All Established Still in school Recent Back to school
graduate (EG) (55) graduate (RG) (BS) graduate (EG) (S5) graduate (RG) (BS)

(1) (2a) (2b) (Zc) (2d) (3) (42) (4b) (4c) (4d)

RGDP cycle 199** —1.84 1.55%* 1.04* 2.95%* 211" =173 243" 1.27* 333"
[119]  [—08] [6.6] [2.4] [6.6] [121]  [-08] [7.7] [2.8] 6.8]
RGDP cycle*1Q —251*"* 15 —1.19*" —-1.34" — 435"
[-74] [05] [=23] [=1.7] [—4.58]
RGDP cycle ™ [Q™5a! 281" 144 —325* -141° —4.43"
[=7.7]  [05] [—45] [—1.8] [—4.7]
RGDP cycle AIQ —1.70"* 478 0.05 —-367" —-1091°*
[-34] [10] [0.1] [—2.8] [=3.1]
R? 0.10 0.12 0.11 0.13
Observations 2273 2273 2273 273
Countries 94 94 94 94

Notes: Institutional quality is a normalized index that ranges between 0 (lowest institutional quality) and 1 (highest institutional quality). IQ refers to the current institutional qual-
ity value. 10™"3! refers to earliest 1Q value available for each country; in most cases it corresponds to the 1984 value. AIQ=1Q — Q™" Estimations are performed using country
fixed-effects.. t-statistics are in square brackets. R corresponds to within-R?. Constant, 1Q, IQi”iEi“]. and AlQ terms are not reported.

%, " and *** indicate statistically significant at the 15%, 10%, 5% and 1% levels, respectively.




Table 3

Panel regressions. Dependent variable is the cyclical components of real government expenditure.

(1)

(2)

(3)

(4)

(6)

(8)

RGDP cycle

RGDP cycle*1Q

RGDP cycle " Financial integration
RGDP cycle " Financial depth
RGDP cycle ™ Output volatility
RGDP cycle * Checks and balances
RGDP cycle ™ Debt-GDP ratio
RGDP cycle " Foreign reserves

Rz

Observations
Countries

2.00***
[11.9]
—2.52%
[—7.4]

0.10
2273
94

0.86°**
[16.5]

—0.13**
[—3.6]

D.08
3412
94

-] ._ZE“ L
[13.4]

0.09
2930
94

0.79***
[13.6]

0.07
4089
94

0.09
3044
93

0.49***
[6.3]

0.30%**
[3.0]

0.07
270
o3

—0.06%**
[—4.3]
0.10
2855

91

1.65%*
[4.4]
—1.54*
[—2.4]
—0.07
[—1.2]
—0.48
[-1.4]
-0.0002
[—0.4]
—0.03
[—0.5]
0.23
[1.3]
—0.03
[—0.9]
0.12
1278
85

Motes: Institutional quality is a normalized index that ranges between 0 (lowest institutional quality) and 1 (highest institutional quality). Q) refers to the current institutional qual-
ity value. Estimations are performed using country fixed-effects. t-statistics are in square brackets. B? corresponds to within-R*. Constant, 1Q, financial integration, financial depth,
output volatility, checks and balances, debt-GDP ratio, and foreign reserves terms are not reported.

A )

, ' " and *** indicate statistically significant at the 15%, 10%, 5% and 1% levels, respectively.






















