Macroeconomic time series

e Branches of economics

 Macroeconomics: considers the performance, structure, and behavior
of a national or regional economy as a whole

e Microeconomics: considers individual households and firms

e Typical macroeconomic time series (indicators) are:

e Gross domestic product (GDP) (produit intérieur brut; PIB)
e Unemployment rate

e Price level

* Consumption, Investment

 Export, Import
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Macroeconomic indicators of the U.S.
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Two main areas of research

12000
GDP long-term growth (trend)
12000 10000
10000
8000 8000
6000 6000
4000
4000
2000
1960 1970 1980 1990 2000 2000
19I60 19I70 19I80 19I90 20I00
200} |
short-term fluctuations
1001 (residuals after trend removing)
0
-100¢F
-200- 1 1 1 1 1 1 1 1 1 1 1
1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005

27/10/09 Andreas Groth, LMD, ENS



Macroeconomic time series

* In this atelier we will concentrate on the short-term fluctuations
 These fluctuations are referred to as ,business cycles”

 The origin of these fluctuations is still discussed in controversy

e Real business cycle theory (fluctuations arise from exogenous shocks)

 Endogenous business cycle theory (fluctuations are intrinsic = endogenous)

Business cycles are a type of fluctuation found in the aggregate economic activity
of nations that organize their work mainly in business enterprises: a cycle consists
of expansions occurring at about the same time in many economic activities, fol-
lowed by similarly general recessions, contractions, and revivals which merge into
the expansion phase of the next cycle; this sequence of changes is recurrent but not
periodic; in duration business cycles vary from more than one year to ten or twelve
years; they are not divisible into shorter cycles of similar character with amplitudes
approximating their own. \

Burns, A. F. & Mitchell, W. C. Measuring Business Cycles, NBER, New York, 1946

27/10/09 Andreas Groth, LMD, ENS



Macroeconomic time series

0.1
0.05 \‘ /\ oAl \ ,J. ""\\ A\ /\
ARTAVSCA AV Dyl L YWY WA
\ N Y / WK 7 A

* % A \ ~J /
oosu\ ‘ \' / ﬂ\ \ /] /’ 4 i
0.1 M ]

i
0.15 _
19I55 19I60 19I65 19I70 19I75 19I80 19I85 19I90 19I95 20I00 20I05
Questions/tasks

e Characterization of these fluctuations
e Extraction of the business cycles behavior

* |nteractions between different time series
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