
 

Accepted Manuscript

Investment Specific Technology, News, Sentiment, and Fluctuations:
Evidence from Nowcast Data

Xiaohan Ma

PII: S0164-0704(17)30579-7
DOI: 10.1016/j.jmacro.2018.05.006
Reference: JMACRO 3028

To appear in: Journal of Macroeconomics

Received date: 29 December 2017
Revised date: 11 May 2018
Accepted date: 15 May 2018

Please cite this article as: Xiaohan Ma, Investment Specific Technology, News, Sentiment,
and Fluctuations: Evidence from Nowcast Data, Journal of Macroeconomics (2018), doi:
10.1016/j.jmacro.2018.05.006

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service
to our customers we are providing this early version of the manuscript. The manuscript will undergo
copyediting, typesetting, and review of the resulting proof before it is published in its final form. Please
note that during the production process errors may be discovered which could affect the content, and
all legal disclaimers that apply to the journal pertain.

https://doi.org/10.1016/j.jmacro.2018.05.006
https://doi.org/10.1016/j.jmacro.2018.05.006


ACCEPTED MANUSCRIPT

ACCEPTED M
ANUSCRIP

T

Investment Specific Technology, News, Sentiment, and
Fluctuations: Evidence from Nowcast Data

Xiaohan Ma

Department of Economcs

Texas Tech University

251 Holden Hall

Lubbock, TX, 79409 USA

Email: xiaohan.ma@ttu.edu

Phone number: 806-834-8373

Abstract

Investment specific technology is an important driver of the U.S. business

cycles. In this paper, I employ nowcast data and the forecast error variance

decomposition method to empirically assess the role of investment specific tech-

nology surprise shocks, news shocks and sentiment shocks separately. The sur-

prise shock represents unanticipated innovations to the technology; the news

shock captures the (correct) expectation of future technological changes; the

sentiment shock is orthogonal to the identified surprise and news shocks, which

maximizes the short run forecast error variance of nowcast of investment. The

results suggest that the sentiment shock accounts for a substantial portion of

fluctuations in output and investment in the short run. In the medium run,

the news shock is increasingly important. The surprise innovation plays a very

small role in the explanation of economic dynamics. These findings underline

the empirical contribution of investment specific news and sentiment shocks

to business cycle fluctuations.
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