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Figure 21-2

The Response of Output
to a Monetary Expansion.
Predictions from 10
Models

Although all 10 models pre-
dict that output will increase
for some time in response to

a monetary expansion, the
range of answers regarding
the size and the length of the

output response is large.
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Figure 21-3

Inflation and Central
Bank Independence

Across OECD countries, the
higher the degree of central
bank independence, the lower
the rate of inflation.

Source: Vittorio Grili, Donato
Masciandaro, and Guide Tabellini,
“Political and Moenetary Institutions
and Public Financial Policies in the
Industrial Countries." Economic
Policy, 1991, 6{13): pp. 341-382.
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Nordhaus(1975)

‘The political business cycle’, The Review
of Economic Studies 1975 vol.42(2)

TABLE 1
Unemployment trends before and after elections

Australia | Canada | France | Germany | Japan | NZ | Sweden| UK US

Before elections

Unemployment rate rising 3 4 2 0 4 2 2 2 0
Unemployment rate falling®* 4 3 2 5 4 5 4 /4 5
P 0-500 0-773 0-688 0-031 0637 | 0227 | 0-344 | 0-688 | 0-031
|
After elections
Unemployment rate rising* 3 2 4 . 3 6 3 3 4
Unemployment rate falling 5 4 1 2 4 1 3 3 1
P 0-856 0-891 0-188 0-688 0773 | 0063 | 0656 | 0656 | 0-188
Toral
Conforms with theory* 7 6 6 7 - 11 7 5 9
Does not conform with theory 8 7 3 2 8 3 5 5 1
P 0-696 0-867 0-254 0-090 0-696 | 0:029 | 0387 | 0623 | 0-011

Note: The “ p’s ™ indicate the probability that the given number of successful theoretical prediction (marked by *) would
have occurred by chance if the probability of a rise or fall is one-half and independent.
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Nordhaus(1975)

‘The political business cycle’, The Review
of Economic Studies 1975 vol.42(2)

TABLE 1
Unemployment trends before and after elections

Australia | Canada | France | Germany | Japan | NZ | Sweden

Before elections

Unemployment rate rising 3 4 2 0 4 2 2
Unemployment rate falling®* 4 3 2 5 4 5 4
P 0-500 0-773 0-688 0-031 0-637 | 0227 | 0344
|
After elections
Unemployment rate rising* 3 2 4 . 3 6 3
Unemployment rate falling 5 4 1 2 4 1 3
P 0-856 0-891 0-188 0-688 0-773 | 0063 | 0656
Toral
Conforms with theory* 7 6 6 7 7 11 7
Does not conform with theory 8 7 3 2 8 3 5
P 0-696 0-867 0-254 0-090 0-696 | 0-029 | 0-387

Note: The “ p’s ™ indicate the probability that the given number of successful theoretical prediction (marked by *) would
have occurred by chance if the probability of a rise or fall is one-half and independent.
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Nordhaus(1975)

‘The political business cycle’, The Review
of Economic Studies 1975 vol.42(2)

TABLE 1
Unemployment trends before and after elections o

Australia | Canada | France | Germany

Before elections

Unemployment rate rising 3 4 2 0
Unemployment rate falling®* 4 3 2 5
P 0-500 0-773 0-688 0-031
After elections
Unemployment rate rising* 3 2 4 2
Unemployment rate falling 5 4 1 2
P 0-856 0-891 0-188 0-688
Toral
Conforms with theory* 7 6 6 7
Does not conform with theory 8 7 3 2
P 0-696 0-867 0-254 0-090

Note: The “ p’s ™ indicate the probability that the given number of successful theoretical prediction (marked by *) would
have occurred by chance if the probability of a rise or fall is one-half and independent.
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Nordhaus(1975)

‘The political business cycle’, The Review
of Economic Studies 1975 vol.42(2)

TABLE 1
Unemployment trends before an ate elections o

Australia | Canada | France :

Before elections

Unemployment rate rising 3 4 2

Unemployment rate falling®* 4 3 2
p 0-500 0-773 0-688
After elections

Unemployment rate rising* 3 2 4

Unemployment rate falling 5 4 1
P 0-856 0-891 0-188
Toral

Conforms with theory* 7 6 6

Does not conform with theory 8 7 3
P 0-696 0-867 0-254

Note: The * p’s ™ indicate the probability that the given number of successful theoretical prediction (marked by *) would
have occurred by chance if the probability of a rise or fall is one-half and independent.
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Year of the Administration

Second (%)  Third (%)  Fourth (%) Average (%)
Democratic 2.5 5.4 3.9 3.6 3.9
Republican 3.4 0.7 3.3 3.8 2.8
Average 2.9 3.1 3.6 3.7 3.4

Source: Calculated using Series GDPCA, from 1848 to 2012: Federal Reserve Economic Data (FRED) http.//research.

stlouisfed.org/fred2/.
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Example)

o 12f-FLCo| H GZFAF: 10,000 ECU
o ofzlie} 2re ExfHRO| 9
e Ms= 7,000 ECU (70%)
e Mr= 2,000 ECU (209%)
e R= 1,000 ECU (10%) & EZ[5IA]
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o ZH|QI7|7} At S
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STEP4: 2k AE

F71F B A7) o] 1 E A4 H &2 0.000000 % 554 U
Additional Information: Risky Asset Ratio of the previous round was 0.000000 %.
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STEPS: {2 A{EH to)

- —1 1 L
ARAY

Investment strategy

Expectation of Risky asset ratio: 35%

SAFE ASSET: 31425FECU (31.420000%)
RISKY ASSET: 63215ECU (63.210000%)
NOT INVESTED: 537%FECU (5.370000%)

99} 2ol FAGA AN G2 4% [OK] MEE, THA) AR A Bl
[FAIY z2 A 571 B A E EYsHAI 7 YT 23 S 9 S =vl 5 5
oY 4l FstA #tslA] 7] vy o},
Are you sure? If you are sure, click [OK] or click [RESET INVESTMENT]. After you
click [OK], strategy is fixed and can't be adjusted.

(OK) RESET INVESTMENT
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Q 2 Safe Asset(700000008$) + Risky Asset(800000008) > Current Asset(1000000008).
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