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Detrended gov purchases as

percent of GDP, OECD
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Detrended gov purchases as

percent of GDP, Euro nations
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Detrended gov purchases as

percent of GDP, USA
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Detrended gov purchases as

percent of GDP, Britain
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Detrended gov purchases as

percent of GDP, Japan
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Detrended gov purchases as

percent of GDP, Germany
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Detrended gov purchases as

percent of GDP, France
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Detrended gov purchases as

percent of GDP, Greece
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Detrended gov purchases
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Detrended transfers
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Components of government

purchases

Category
Extra spending, billions of 
2007 dollars

Federal non-defense, non-capital 13.7

Federal non-defense, capital 3.6

Federal defense, non-capital 34.2

Federal defense, capital 14.4

State and local, non-capital -34.6

State and local, capital -8.5
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Basic result
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Figure 1: Impulse responses to government spending shock: unconditional effects. Notes: quantities
measured in output units; solid line: point estimate (shaded area:± one standard error); computation
1000 simulations of estimated second stage model (assumingnormality).
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Figure 2: Impulse responses to government spending shock: baseline scenario vs peg. Notes: quan-
tities measured in output units; solid line: point estimatefor baseline scenario (shaded area:± one
standard-error); dashed dotted line (dashed lines:± one standard error): deviation from baseline due
to peg; computation 1000 simulations of estimated second stage model (assuming normality).
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Sampling errors in U.S. data

Period GDP multiplier
Consumption 

multiplier

0 1930-2008 0.55 -0.05

0
(0.08) (0.03)

1 1948-2008 0.47 -0.12

1
(0.28) (0.10)

2 1960-2008 0.13 -0.09

2
(0.65) (0.29)

3 1939-1948 0.53 -0.05

3
(0.07) (0.02)

4 1949-1955 0.48 -0.18

4
(0.56) (0.05)

5 1939-1944 0.36 -0.11

5
(0.10) (0.03)

6 1945-1949 0.39 -0.04

6 (0.08) (0.05)
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Weights applied in U.S. data
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Result for financial crisis
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Figure 3: Impulse responses to government spending shock: baseline scenario vs fiscal stress. Notes:
see figure 2.
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Figure 4: Impulse responses to government spending shock: baseline scenario vs banking/financial
crisis. Notes: see figure 2.

17


