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Abstract
This article studies how systemic risk and financial market distress affect the distri-
bution of shocks to real economic activity. We analyze how changes in 19 different
measures of systemic risk skew the distribution of subsequent shocks to industrial pro-
duction and other macroeconomic variables in the US and Europe over several decades.
We also propose dimension reduction estimators for constructing systemic risk indexes
from the cross section of measures and demonstrate their success in predicting future
macroeconomic shocks out of sample.
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