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ABSTRACT 

We revisit the bi-directional causality between public debt and the rate of GDP growth for 10 EMU 

countries alongside the US, UK and Japan, over sample periods spanning from 1970 up to 2014 

whilst accounting for the nonlinear properties of both the individual time series, and their relation in 

both directions. Our results indicate that the causal relation between debt and growth, in either 

direction, is weak at best. For most of the countries in our sample, we find no robust evidence of a 

long-run causal effect using bi-variate Granger causality tests.  Bi-directional causality is detected 

only for Austria, while for France, Luxembourg and Portugal, causality runs solely from debt to 

growth, but the estimated effects are very small. In Finland, Spain and Italy, Granger causality (from 

growth to debt in the former two and debt to growth in Italy) appears to be present in the short-run. 

Our findings cannot be taken as evidence that a high level of public indebtedness is not risky for the 

economy or as invalidating hypotheses postulating effects in either direction in the relation between 

debt and growth. 
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