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Abstract

This paper investigates whether credit constraints in the US economy amplify the

international propagation of US financial shocks. We model the dynamics of the US

economy jointly with global macroeconomic and financial variables using a threshold

vector autoregression. This model captures regime-specific dynamics conditional

on the severity of credit constraints in the US economy. We identify three main

episodes of tight credit in US financial history over the past thirty years. These

occur in the late-1980s, in the early 2000s, and during the 2007-09 financial crisis.

We find that US financial shocks are associated with a significant contraction in

global economic activity in times of tight credit. By contrast, there is little impact

∗This paper is a substantially revised version of the working paper previously circulated under the
title "Financial frictions and global spillovers". We are grateful to Klaus Adam, Sandra Eickmeier, Re-
nee Fry-McKibbin, Galina Hale, Thomas Helbling, Josef Hollmayr, Henrik Kucsera, Evi Pappa, Sung Ho
Park, Esteban Prieto, two anonymous referees, the associate editor, and the editor (Geert Bekaert) for
very useful comments and suggestions. We also benefited from the remarks of participants at the 2015
American Economic Association Meeting (Boston), the EABCN/CEPR Conference on Global Spillovers
and Economic Cycles (Paris), the Bank of Korea Seminar on Macrofinancial Linkages and Macropruden-
tial Policies (Seoul), the IMF/BBK/DFG workshop on Credit Frictions and Default in Macroeconomics
(Eltville), the 7th MIFN Workshop (Namur), and the MTA/KTI workshop (Budapest). Boele Bonthuis
provided capable research assistance. The views expressed in this paper are those of the authors and do
not necessarily reflect the views of the Deutsche Bundesbank or the European Central Bank.
†Deutsche Bundesbank, Financial Stability Department. Correspondence at: Wilhelm-Epstein-Straße

14, 60431 Frankfurt am Main, Germany. Tel.: +49 69 9566 8513. E-mail: norbert.metiu@bundesbank.de.
‡European Central Bank, DG Macro-Prudential Policy and Financial Stability
§European Central Bank, DG Macro-Prudential Policy and Financial Stability



Download English Version:

https://daneshyari.com/en/article/5088239

Download Persian Version:

https://daneshyari.com/article/5088239

Daneshyari.com

https://daneshyari.com/en/article/5088239
https://daneshyari.com/article/5088239
https://daneshyari.com

