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Abstract

There is already a small literature emphasising the empirical failure of the New
Keynesian IS curve, but it is not yet known if this failure re�ects empirical problems
associated with small samples or is rather a structural weakness of the underlying
model. To address this question, in this paper I estimate the New Keynesian IS
curve for output and consumption and several possible extensions on panel data
from 22 OECD countries over 40 years of data. I also evaluate whether the key
parameters of the IS curve change according to countries�economic and �nancial
structure. The main �nding is that output and consumption are mainly forward
looking, and this is a very robust feature of the data. At the same time, I �nd
little evidence in favour of the traditional speci�cation where the real interest rate
enters with a negative sign due to intertemporal substitution; on the contrary, it is
typically either insigni�cant or wrongly signed. Overall, I conclude that the New
Keynesian IS curve, at least in its most common formulations, is not structural and
is overwhelmingly rejected by the data.

Keywords: IS curve, New Keynesian model, panel data, Instrumental variables.
JEL: E21, E44, E52.
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Non-technical summary 
 
The New Keynesian IS curve is a mainstay of modern macroeconomic models but is 
relatively under-researched compared with the New Keynesian Phillips curve. In 
addition, most of the empirical work reaches negative results. Fuhrer and Rudebusch 
(2004), in particular, point out that it is highly problematic to find robust evidence, at 
least on US data, of the expected negative sign for the real interest rate together with a 
significant role for expected output or consumption, independent of the estimation 
method chosen; moreover, they highlight that GMM estimates are problematic due to 
weak instruments, and that maximum likelihood estimation may be preferable. Other 
papers have argued that, rather than the real interest rate, measures of narrow or broad 
money appear to be more successful in empirical IS curves, which are typically 
backward looking rather than forward looking as implied by New Keynesian models 
Goodhart and Hofmann (2005) find that adding asset prices appears to be fundamental 
for the real interest rate to enter the IS curve with the expected negative coefficient, 
and that is only true, again, in a purely backward-looking specification. Angeloni and 
Ehrmann (2007) estimate the IS curve on panel data from 12 euro area countries on a 
sample period from 1998 to 2003, and can only estimate a backward looking version 
of the curve. A related literature deals with the failure of the consumption Euler 
equation which is the basis of most DSGE models used for monetary policy analysis; 
the classic reference here is Campbell and Mankiw (1991) but the problem has been 
revisited more recently by Muellbauer (2010), who emphasises the "inconvenient 
truth" of the rejection of the classic consumption Euler equation. 
The key question addressed in this paper is whether the empirical rejection of the New 
Keynesian IS curve reflects data problems such as small samples or is rather a 
reflection of a more fundamental weakness of the underlying model. The hypothesis 
that I want to test in this paper is whether a relationship with the key qualitative 
characteristics of the New Keynesian IS curve (namely output or consumption at least 
partly forward looking, negative real interest rate elasticity) is "structural" in the sense 
that it holds at least for most countries in most sample periods. 
The contribution of this paper is threefold: 
 

• First, I aim at increasing the statistical power of the empirical exercise by 
estimating the New Keynesian IS curve, as well as several possible extensions, 
pooling information from a panel of 22 OECD countries over almost 40 years 
of data.  

• Second, I address the question of the stability of the relationship in the sense 
of Lucas (1976). For the New Keynesian IS curve to be a good model for 
policy-makers, its structural parameters should not vary in a systematic 
manner over time and according to countries' structural characteristics. If, say, 
parameter  of the IS curve is systematically different according to the 
realisation of a certain variable X, then the latter variable should be 
incorporated in a good theory that can be reliably used by policy-makers.  

• Finally, in this paper I take a serious look at the economic significance of the 
inclusion of variables in the IS curve; it is argued, in particular, that for 
variable Y to be important in a good model for the IS curve for policy makers, 
its impact should be (i) robust to changes in the specification, sample and to 
some extent estimation method, and (ii) materially contribute to the fit and 
performance of the equation. Otherwise, it can be argued that the considered 
variable should be dropped from the reference model. 
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The main results of the paper are as follows: 
 

• There is very robust evidence that the IS curve is predominantly forward-
looking and that it is therefore generally misleading to estimate it in 
backward looking fashion. This feature appears to be little affected by 
structural differences across countries and over time. This confirms a 
cornerstone of the New Keynesian model, i.e. that agents are predominantly 
forward-looking in their decisions.  

• However, the key forcing variable in such models, the ex ante real interest 
rate, is often statistically insignificant or wrongly signed, at least compared 
with baseline models where the inter-temporal substitution effect dominates 
over the income or wealth effect and the interest rate elasticity of output is 
negative. Results for other potential driving variables are more mixed.  

• Overall, the main conclusion of the paper is that the evidence strongly 
points to the baseline New Keynesian IS curve not being a structural 
relationship. 
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1 Introduction

The global �nancial crisis has exposed economists�less than perfect understanding of the

determinants of consumption and output at an international level. Mainstream New Key-

nesian models used for monetary policy analysis identify a forward looking IS curve where

output (or consumption) is driven by expectations of future output (consumption) as well

as the ex ante real interest rate; habit formation may also create a role for lagged output

(consumption). It is hard to see how these determinants may explain, by themselves, the

global recession of 2009, not even close.

Compared with the New Keynesian Phillips curve, there has been much less empiri-

cal work on the New Keynesian IS curve. Moreover, most of the empirical work reaches

negative results. Fuhrer and Rudebusch (2004), in particular, point out that it is highly

problematic to �nd robust evidence, at least on US data, of the expected negative sign for

the real interest rate together with a signi�cant role for expected output or consumption,

independent of the estimation method chosen; moreover, they highlight that GMM esti-

mates are problematic due to weak instruments, and that maximum likelihood estimation

may be preferable. Other papers have argued that, rather than the real interest rate, mea-

sures of narrow or broad money appear to be more successful in empirical IS curves, which

are typically backward looking rather than forward looking as implied by New Keynesian

models (see Nelson 2002; Hafer, Haslag and Jones 2007; Hafer and Jones 2008). Goodhart

and Hofmann (2005) �nd that adding asset prices appears to be fundamental for the real

interest rate to enter the IS curve with the expected negative coe¢ cient, and that is only

true, again, in a purely backward-looking speci�cation. Angeloni and Ehrmann (2007)

estimate the IS curve on panel data from 12 euro area countries on a sample period from

1998 to 2003, and can only estimate a backward looking version of the curve, with the real

interest rate only signi�cant at the 10 per cent level. A related literature deals with the

failure of the consumption Euler equation which is the basis of most DSGE models used

for monetary policy analysis; the classic reference here is Campbell and Mankiw (1991)

but the problem has been revisited more recently by Muellbauer (2010), who emphasises

the "inconvenient truth" of the rejection of the classic consumption Euler equation.1

There is no doubt that the inter-temporal IS curve is a mainstay of New Keyne-

1See Muellbauer (2010), page 17. Note that in none of the consumption equations estimated by
Muellbauer is the real interest rate term signi�cant at the 5% con�dence level.
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sian models used for monetary policy analysis, most of which stand or fall depending

on whether the New Keynesian IS curve is a realistic representation of the data. It is

therefore of paramount importance for macroeconomics and monetary economics that

the empirical problems that have been identi�ed in the literature are properly understood

and addressed. In particular, the key question is whether the empirical rejection of the

New Keynesian IS curve re�ects data problems such as small samples (as emphasised by

Fuhrer and Rudebusch 2004) or is rather a re�ection of a more fundamental weakness of

the underlying model. The hypothesis that I want to test in this paper is whether a rela-

tionship with the key qualitative characteristics of the New Keynesian IS curve (namely

output or consumption at least partly forward looking, negative real interest rate elastic-

ity) is "structural" in the sense that it holds at least for most countries in most sample

periods.

Against this background, the contribution of this paper is threefold. First, I aim at

increasing the statistical power of the empirical exercise by estimating the New Keyne-

sian IS curve, as well as several possible extensions, pooling information from a panel of

22 OECD countries over almost 40 years of data. Since this provides more than 3,000

quarterly observations, the analysis might lead to sharper results in the estimation of key

structural parameters of the IS curve, compared with previous studies. Second, I address

the question of the stability of the relationship in the sense of Lucas (1976). For the

New Keynesian IS curve to be a good model for policy-makers, its structural parameters

should not vary in a systematic manner over time and according to countries�structural

characteristics. If, say, parameter � of the IS curve is systematically di¤erent according to

the realisation of a certain variable X, then the latter variable should be incorporated in a

good theory that can be reliably used by policy-makers. Using panel data is very helpful

in this respect since it increases the amount of variation in the �nancial and economic

structure, since this is typically larger across countries than over time in an individual

country. Finally, in this paper I take a serious look at the economic signi�cance of the

inclusion of variables in the IS curve; it is argued, in particular, that for variable Y to

be important in a good model for the IS curve for policy makers, its impact should be

(i) robust to changes in the speci�cation, sample and to some extent estimation method,

and (ii) materially contribute to the �t and performance of the equation. Otherwise, it

can be argued that the considered variable should be dropped from the reference model.
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I �nd very robust evidence that the IS curve is predominantly forward-looking and

that it is therefore generally misleading to estimate it in backward looking fashion. This

feature appears to be little a¤ected by structural di¤erences across countries and over

time. Therefore, this result con�rms a cornerstone of the New Keynesian model, i.e.

that agents are predominantly forward-looking in their decisions. However, the good

news for the New Keynesian IS curve end here. First and foremost, I �nd that the

key forcing variable in such models, the ex ante real interest rate, is often statistically

insigni�cant or wrongly signed, at least compared with baseline models where the inter-

temporal substitution e¤ect dominates over the income or wealth e¤ect and the interest

rate elasticity of output is negative. Results for other potential driving variables are

more mixed. Real money balances are almost invariably insigni�cant. House prices are

signi�cant only in the backward looking version of the IS curve, but disappear in more

forward looking versions. Turning to open economy issues, the real e¤ective exchange rate

and the terms of trade are signi�cant and correctly signed in some speci�cations, but not

in others. Finally, the real share price is highly statistically signi�cant but enters with a

negative sign, indicating that, controlling for share prices�role in proxying expectations

of future output or consumption, higher stock market valuations are not expansionary,

but rather contractionary. The mirror image of this result is that the expected growth in

the stock market enters positively in the IS curve, even after future expected output or

consumption are included in the equation. Overall, the main conclusion of the paper is

that the evidence strongly points to the baseline New Keynesian IS curve not being a

structural relationship.

The paper is organised as follows. In Section 2 we describe the baseline speci�cation of

the IS curve. In Section 3 we describe several possible extensions that will be tested. The

data are described in Section 4 and the econometric approach in Section 5. In Section 6

results are presented and discussed. Section 7 concludes.

2 Baseline speci�cation

The baseline speci�cation is the standard New Keynesian hybrid (backward and forward

looking) IS curve in a panel setting, which can be expressed as
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an analysis which is made considerably easier and more informative by the use of panel

data, due to the higher cross sectional heterogeneity (at least on some dimensions) com-

pared with the variation over time for many structural characteristics (say, �nancial and

economic structure).

Finally, I also estimate a backward looking equation of the IS curve, which can be

estimated with OLS:

yit = �byi;t�1 + �r(Ri;t�1 � Et�it � rit) + vit (3)

Although not consistent with the New Keynesian IS curve based on �rst principles, a

backward looking speci�cation is very common in applied research and it is therefore a

useful term of comparison for the baseline forward looking or hybrid speci�cation.

3 Extended version and heterogeneity analysis

3.1 Extended speci�cations

In addition to the baseline equation in (2), I also estimate a number of alternative models

which may be speci�ed in a general form as follows,

yit = �byi;t�1 + �fEtyi;t+1 + �
0xit + vit (4)

where x is a vector of (possibly forward-looking) variables; � is a vector of coe¢ cients. I

also consider the possibility of a non-linear speci�cation where

yit = �byi;t�1 + �fEtyi;t+1 + �(xit) + vit (5)

and �(xit) is a (vector) non-linear function. In particular, I am interested in testing

whether the relationship may be concave or convex rather than linear, since a non-linear

speci�cation is what almost always arises from structural models, at least before the

log-linearization.

Among the driving variables that may appear in the IS curve, in addition to the real

interest rate in the x vector, I consider (i) two key asset prices (real stock and house

prices), (ii) the real exchange rate and the terms of trade, to cater for open economy

considerations, (iii) real money balances.
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I follow the same logic for the backward-looking speci�cation:

yit = �byi;t�1 + �
0xit + vit (8)

where xit now only includes variables up to time t.

3.2 Country heterogeneity

Another important element in order to assess the structural nature of the New Keynesian

IS curve is the extent to which results for individual countries or for speci�c sub-groups of

countries are consistent. In particular, I consider heterogeneity along several dimensions

that appear to be the "plausible candidates" in terms of theoretical underpinnings. First,

I estimate a baseline equation for large (G7) and smaller (non G7) countries, as well as

for the largest �ve countries in the G7, taken individually. Second, I divide the whole

group of countries in two sub-groups according to a number of structural indicators,

dividing them up into countries with �high�and �low�values computed according to sample

averages. These indicators are (i) trade openness and the net �nancial position vs. the

rest of the world (Net Financial Assets, NFA), which should shed some light on the open

economy dimension of the New Keynesian IS curve, in line with the considerations made

above; (ii) a (rather crude) measure of economic structure, the weight of industry in

the economy, as di¤erent sectors may be di¤erently interest-sensitive5; (iii) measures of

�nancial development, as the standard New Keynesian model is based on the assumption

of seamless �nancial intermediation and free borrowing and lending;6 (iv) measures of

household debt and household net worth (both total and short term), in particular for

the consumption IS curve, in order to learn about the importance of wealth e¤ects for

consumption.7 The idea underlying this analysis is that if these structural characteristics

matter they should lead to di¤erent IS curve estimates in countries with a comparatively

5See e.g. Dedola and Lippi (2005). Notably, a country with a higher share of manufacturing may
be more investment-intensive, hence more dependent on external �nance and exposed to interest rate
changes.

6Muellbauer and Lattimore (1995) found little empirical evidence of a strong and stable negative real
interest rate e¤ect on consumption that many economists expect; and question whether this re�ects the
existence of a constrained �nancial system.

7Smith and Wickens (2006), among others, point out that the e¤ect on consumption of an increase
in interest rates depends on whether households hold net assets or net liabilities (total and / or short
term). In other words, interest rate changes can also create valuation e¤ects that depend on the �nancial
structure of the economy.
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high or low reading for the chosen indicators. As mentioned in the Introduction, if this is

the case then those structural characteristics should become a material element of a good

theoretical model of the IS curve.

4 Data

In this study I use data from 22 OECD countries, including Australia, Belgium, Canada,

Denmark, Finland, France, Germany, Ireland, Italy, Japan, Korea, Luxembourg, Mex-

ico, the Netherlands, Norway, New Zealand, Portugal, Spain, Sweden, Switzerland, the

United Kingdom and the United States.8 The sample period includes quarterly data from

1970:Q1 to 2009:Q4; overall, the panel has over 3,000 quarterly data for the main vari-

ables. Data include real GDP, private consumption, 3-month interbank nominal interest

rates, the real e¤ective exchange rate (de�ated with the CPI), the terms of trade (de�ned

as the ratio between export and import prices), stock prices, the CPI, and broad money

(de�ned according to national de�nitions); residential property prices; consumer and in-

dustrial con�dence; indicators of �nancial development and structure from the World

Bank Database on Financial Development and Structure (see Beck and Demirgüc-Kunt

2009); a measure of trade openness (sum of imports and exports over GDP); Net Financial

Assets (NFA) vs. the rest of the world; a measure of sectoral specialisation (the share

of employment of the industrial sector); and some indicators of the �nancial structure of

the household sector, from the OECD Financial Accounts. In particular, from the OECD

data I construct a proxy for short term household net worth, de�ned as the di¤erence

between short term assets (currency and deposits, short term securities) and short term

liabilities (short term loans).

Some of the data have an annual frequency, notably the house price data in some

countries, and they have been converted into the quarterly frequency using a linear inter-

polation; this is a caveat that should be kept in mind in the continuation. Moreover, all

data have been seasonally adjusted whenever appropriate. Table 1 provides an overview

of the sources of the data, while Table 2 reports key descriptive statistics for all variables.

(insert Tables 1-2 around here)

8Reliable house price data are, however, not available for Korea and Mexico and OECD data for
�nancial accounts are also not available for all countries.
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5 The empirical model

In order to cater for cross-sectional dependence, that is likely to be a serious concern for

our estimation since business cycles are strongly correlated internationally, Pesaran (2006)

suggested to use the CCEMG (Common Correlated E¤ect Mean Group) estimator. The

method implies augmenting the main country-speci�c regressions with the cross section

averages of both the dependent variable and the regressors. Pesaran shows, in partic-

ular, that the CCEMG is asymptotically unbiased under relatively general assumptions

in models with a multi-factor error structure and where the unobserved common factors

may also be correlated with the country-speci�c regressors (and the factor loadings di¤er

across countries). I take a limited step in the direction of Pesaran�s CCEMG estimator by

including a measure of global output (consumption) as an exogenous variable in the out-

put (consumption) IS curve, excluding the unit�s output (consumption).9 The estimated

equation therefore becomes

yit = �it + �byi;t�1 + �fEtyi;t+1 + �
0xit + �y

�
it + vit (9)

where y� represents the unit-speci�c measure of global foreign output (or consumption).

The inclusion of the foreign output (consumption) term should arguably reduce the

cross-sectional correlation of residuals and hence e¤ectively address the problem of cross-

sectional dependence. Note that country �xed e¤ects are always included.

The econometric analysis of panel data is signi�cantly less problematic with covariance

stationary data; I therefore de-trend output, private consumption, the real house and stock

prices, real broad money, the real e¤ective exchange rate, the real interest rate as well

as the global, unit-speci�c measure of global output or consumption, using the one sided

HP(1600) �lter. The main advantage of the one sided �lter is that it does not rely on

future data and is therefore a more realistic picture of the business cycle as perceived at

the time by economic agents.10

9Global output and consumption are computed using the GDP PPP weights as computed by the IMF,
averages over the period 1980-2008.
10Note, however, that the data are not real time estimates.
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When applying an instrumental variables approach, necessary for the estimation

of forward looking equations, the problem of potentially weak instruments needs to be

dealt with, although for panel data this may be less of a problem than typically considered

for non-panel estimations.11 Fuhrer and Rudebusch (2004) have emphasised that weak

instruments may be at the root of the failure of the Generalised Method of Moments

(GMM) to identify plausible estimates for the New Keynesian IS curve in the US12, and a

similar debate has been raging for years on the estimation of the New Keynesian Phillips

curve (see Gali, Gertler and Lopez Salido 2005). As will be evident later, however,

standard tests of underidenti�cation such as the Kleibergen-Paap test do not signal any

problem from this side for the empirical analysis in this paper.

6 Results

6.1 Backward looking IS curve

We start with the estimates of the backward looking version of the IS curve. Although the

backward looking speci�cation is not consistent with the New Keynesian IS curve of most

DSGE models, it is often estimated in practice (see e.g. Hafer and Jones 2008) and is

therefore a useful starting point for future comparison. Results are reported in Table 3 for

output and Table 3A for private consumption. The tables report estimates using pooled

OLS as well as, for comparison, estimates obtained allowing for heterogeneity using the

random coe¢ cients approach of Swamy (1970).

In the backward looking speci�cations for output and consumption reported in Table

3-3A detrended output is found to be a quite persistent process, with an autoregressive

parameter above 0.5. In the output equation the real interest rate is generally negative,

although only statistically signi�cant in the random coe¢ cients model. For consumption,

the real interest rate is always statistically insigni�cant. By contrast, the real stock price

and the real house price have a positive and statistically signi�cant impact on both output

and consumption, which is a quite common result in the literature (see e.g. Goodhart

and Hofmann 2005). Finally, the squared term of the real interest rate, included in a

11Kao and Liu (2009) show that consistency can be established for panel data 2SLS when instruments
are weak, unlike for non-panel data. More generally, see Stock et al. (2002) for a survey of the weak
instruments problem.
12See also Fuhrer and Olivei (2006).
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nonlinear version of the IS curve in order to capture a possibly convex or concave shape,

is statistically insigni�cant, as is a smoothed version of the real interest rate de�ned as a

4-quarter moving average of the real interest rate gap,

ert = 1

4

�3X
m=0

(Rt+m � Et+m�t+m+1 � rit) (10)

(Table 3 and 3a around here)

6.2 Baseline forward-looking IS curve

It is well known that backward looking equations such as those estimated in the previ-

ous subsection may not be structural. I therefore turn to estimate the baseline hybrid

New Keynesian IS curve as in equation (2). Since the equation is estimated using instru-

mental variables, an analysis of the appropriateness of the instruments is an important

preliminary step. In Table 4 (4A) I therefore report the baseline estimates for output

(consumption) using seven di¤erent sets of instruments. In addition to the own lags of

the potentially endogenous variables (i.e. those appearing at time t + 1) I also include

foreign output (consumption) as well as industrial and consumer con�dence. For all con-

sidered sets there is no evidence of weak instruments (the null of underidenti�cation in

soundly rejected), but there is evidence of overidenti�cation from the J test. I therefore

consider exactly identi�ed models in the continuation of the analysis, but it is notable that

estimates are very consistent across di¤erent sets of instruments. In particular, they signal

that both output and consumption are mainly forward looking, and that the real interest

rate is either insigni�cantly or wrongly signed throughout. This latter result stands in

contrast with the results of the backward looking speci�cation for output, emphasising

once again that backward looking models can be a poor guide for a structural analysis.

(Table 4 and 4a around here)
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6.3 Extended speci�cations

In Tables 5-5A we extend the baseline speci�cation to include additional terms as de-

scribed in equation (4), in particular (i) the real e¤ective exchange rate, (ii) the terms

of trade, (iii) the real share price and house price, (iv) real broad money. As discussed

in Section 3, these variables are included both in (detrended) log levels as well as in ex-

pected growth rates.13 House prices are included in a separate equation since they are

not available for two countries (Mexico and Korea).

Again, for both output and consumption I �nd that the real interest rate is either

insigni�cant or wrongly signed. A squared real interest rate term is also found to be

insigni�cant. The real e¤ective exchange rate and the terms of trade are signi�cant in

log levels; they indicate, as expected, that respectively a depreciation in the real e¤ective

exchange rate and a worsening of the terms of trade boost output. These variables are,

however, generally insigni�cant in growth rates, with the exception of the terms of trade

growth that is signi�cant at the 10% con�dence level in the consumption equation. What

is notable is that the real stock price has the opposite sign compared with the backward

looking speci�cation; controlling for expected future output, higher stock prices depress,

rather than boost output. As we will see later, this is a quite robust result. By con-

trast, the real house price is generally insigni�cant, again unlike in the backward looking

speci�cation. This suggests that the positive and signi�cant coe¢ cient for the real house

price that has been obtained in the backward looking equation was probably due to house

prices proxying expected future output.14

(Tables 5-5A around here)

13For each variable q I �rst test whether the restriction �q = ��0q cannot be rejected. Note that for
illustrative purposes I include expected returns and growth rates as Et�qt+1 = Etqt+1� qt. This implies
that if q is perceived to be, say, temporarily above equilibrium, then Et�qt+1 is expected to be negative.
14See also Calomiris et al. (2009) for a similar result, which they dub the �mythical�housing wealth

e¤ect.
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6.4 Robustness

All in all, expected future output, the real interest rate (but with the wrong sign) and

expected stock market returns are the most signi�cant variables in the di¤erent versions

reported in Tables 5-5A. In this section I report some robustness analysis of the main equa-

tion. This is reported in Table 6 for output and Table 6A for consumption. In particular,

six variants of the equation are considered, namely (i) including more autoregressive lags

for output (consumption), (ii) detrending variables using a linear trend rather than the

HP �lter, in order to assess the robustness to the detrending method used; (iii) restricting

the sample to 1970-85 (before the Great Moderation) and (iv) 1986-2009 (after the Great

Moderation); (v) excluding the global �nancial crisis of 2007-09, by ending the sample

period in 2007Q2, since the behaviour of output and consumption may be di¤erent in

crisis and non-crisis periods; (vi) excluding foreign output or consumption from the IS

curve equations.

Overall, results are found to be pretty robust in the di¤erent variants considered. In

particular, it is notable that the IS curve appears to be predominantly forward looking

both before and after the Great Moderation, a result which stands in contrast with recent

�ndings for the New Keynesian Phillips curve (Erceg et al. 2003; Benati 2008). The

period around 1986 is characterised by a marked change in the monetary policy regime

in most advanced countries; this result therefore implies that the monetary policy regime

matters little for the degree of forward-lookingness of the IS curve, unlike for the Phillips

curve.

At the same time, there are some interesting exceptions. The real interest rate is

found to be positive and signi�cant before 1986, and insigni�cant thereafter. In line with

the idea that globalisation has made individual economies more integrated in the most

recent decades, I �nd that the in�uence of foreign output and consumption is between

one and a half and twice as much after 1986 than it was before then, suggesting more

interdependence across countries.

(Tables 6 and 6A around here)
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6.5 Country heterogeneity

As a �nal step, we turn to analyse heterogeneity at country level. It should be noted

that this part of the analysis should be considered not only as a robustness check but

also part and parcel of the main thrust of the paper, which is to evaluate whether it is

appropriate to conclude that the New Keynesian IS curve is a �structural�relationship in

the meaning of Lucas (1976). It can be argued that a truly structural relationship should

not contemplate marked di¤erences at country level, at least in qualitative terms. If, for

example, the fact that �r < 0 is a key and universal element of the theory, then we should

�nd �r < 0 in at least a strong majority of the countries.

In this section I conduct two types of heterogeneity analysis. I �rst look at results for

individual countries and country groups determined according to size. This is reported

in Tables 7-7A for output and consumption, where I estimate the main equation for (i)

G7 countries, (ii) �ve individual G7 countries and (iii) non G7 countries (hence smaller)

countries. Three interesting results emerge from this analysis. First, there is strong evi-

dence of weak instruments for individual country estimates, especially for output.15 This

underlines the importance of estimating the relationship from a multicountry perspective.

Second, foreign output (consumption) matters more for the smaller non G7 countries than

for the larger G7 countries, which accords well with intuition. Last, the real interest rate

is positive and signi�cant in the G7 countries, but negative and signi�cant for non G7

countries. Again, this is a strong indication that a negative coe¢ cient for the real interest

rate is probably not a robust and structural feature of the IS curve.

(Table 7-7A around here)

The second part of the heterogeneity analysis is to evaluate whether structural dif-

ferences across countries matter for the estimated IS curve. I therefore split the country

group in two subgroups with �high� (i.e. above the median) and �low� (i.e. below the

median) readings of the structural indicators. The averages for the considered variables

are reported in Table 8, together with the number of countries in each sub-group. To illus-

trate the objectives of this analysis, consider the �rst indicator, trade openness. Countries
15This is also the case when including additional instruments (not reported for brevity).
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Stock returns are, also as expected, signi�cant only in countries with a high stock

market capitalisation. Results for the measures of �nancial development are not clear cut;

in particular, there is no clear evidence that the New Keynesian IS curve works "better"

- in particular in relation to the negative sign of the real interest rate - in �nancially more

developed countries. Hence, the evidence does not appear to be consistent with the idea

that the e¤ect of the real interest rate on output and consumption is stronger at higher

stages of �nancial development (Muellbauer and Lattimore 1995).

Table 9A reports results for private consumption according to indicators of household

�nancial structure. Household debt does not a¤ect the qualitative features of the equation

to a great extent. Household net worth appears to matter for the coe¢ cient on the real

interest rate, which is negative and signi�cant (though only at the 10% signi�cance level)

in countries with low net worth, while it is insigni�cant in countries with high net worth.

A possible explanation is that in former countries the inter-temporal substitution prevails,

while in the latter countries the wealth e¤ect plays a counterbalancing role. As far as short

term household net worth is concerned, in countries with high short term household net

worth the real interest rate is positively signed, suggesting the prevalence of a wealth

e¤ect in those countries, while it is insigni�cant in countries with low short term net

worth. Taken together, this evidence suggest that wealth e¤ects tend to dominate over,

or at least compensate, inter-temporal substitution e¤ects in the forward looking IS curve,

and that this result is not greatly a¤ected by the degree of �nancial development of the

individual countries.

(Table 9-9A around here)

6.6 Some caveats and quali�cations

The econometric analysis conducted in this paper and the results obtained are subject to

various caveats and quali�cations that should be kept in mind. First, some variables are

available only at an annual frequency and it was necessary to interpolate them in order to

obtain data at a quarterly frequency. This is notably the case for house prices, the results

for which need therefore to be interpreted with caution. Second, it is not necessarily
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the case that an empirical de-trending as carried out in this paper corresponds to the

removal of a trend as is de�ned in, and consistent with, DSGE models. If the empirical

de-trending is imperfect and inconsistent with the underlying theory, then the results of

the analysis could be spurious. In the case of the New Keynesian IS curve this could

be particularly worrying if de-trended output is a¤ected by productivity shocks, since

these shocks (unlike, say, monetary policy shocks) tend to make the real interest rate pro-

cyclical (Martens 2010). The evidence presented in this paper is therefore not necessarily

inconsistent with the idea that monetary policy shocks have an impact on output, a fact

for which there is ample evidence. The ideal situation would be to estimate the parameters

of the Euler equation and the corresponding gaps simultaneously in the context of a full-

blown DSGE model, but this is very di¢ cult in practice and cannot be done without

imposing strong priors on the parameters. Finally, the analysis in the paper might be

subject to mis-measurement in the ex ante real interest rate. Indeed, Inoue, Kilian and

Kiraz (2009) �nd, based on survey data, that household consumption responds more to

perceived, rather than actual real interest rates. It should be noted, however, that the

idea of a systematic departure between perceived and actual real interest rates is also

inconsistent with the basic set-up of New Keynesian models. Nonetheless, this is an

interesting conjecture that could be taken up in future work.

7 Conclusions

This paper has evaluated various speci�cations of the New Keynesian IS curve on panel

data from 22 OECD countries over a sample period of almost 40 years. Overall, I �nd that

there is strong and robust evidence that both consumption and output are predominantly

forward-looking, in line with New Keynesian models, but that the key forcing variable in

such models, the ex ante real interest rate, is often statistically insigni�cant or wrongly

signed. I also �nd that household net worth, in particular short term net worth, plays

a signi�cant role in determining the relative importance of wealth and intertemporal

substitution e¤ects in the IS curve. It would therefore be important to integrate this

variable in baseline DSGE models used for monetary policy analysis.

As recalled in the Introduction, the negative result concerning the real interest rate

as a driving variable of the IS curve is certainly not new in the literature. The main
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TABLE 1. Sources of the data 

Data Source
Real GDP, private consumption, OECD Economic Outlook, Main Economic
short-term nominal interest rate, real Indicators
effective exchange rate, stock prices, 1970:Q1-2009:Q4
CPI, broad money, terms of trade
Industrial and consumer confidence OECD Main Economic Indicators, Eurostat, BIS*

House prices ECB Residential Property Prices database,
Bank for International Settlements, national sources**

Indicators of financial development World Bank Database on Financial
- ratio of liquid assets over GDP; Development and Structure***
- ratio of total private credit over GDP; 1960-2008 (annual)
- stock market capitalisation over GDP.
Trade openness OECD Economic Outlook
(share of exports+imports over GDP)
Size: world GDP weight at PPP IMF World Economic Outlook
Sectoral specialisation: share of employed OECD Main Economic Indicators****
in the industrial sector
Household net worth (total and short term), Elaborations on OECD Financial Accounts*****
household debt as a share of GDP (annual)
Net Financial Assets (NFA) IMF World Economic Outlook
((external assets-external liabilities)/GDP) (annual)
* Data not available for Korea, Mexico and Norway for consumer confidence.
** Data not available for Korea and Mexico.
*** See Beck and Demirguc-Kunt (2009).
**** Data not available for Luxembourg and Mexico.
***** Data not available for Australia and New Zealand.
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TABLE 8. Structural indicators: group averages

Average low n Average high n
Trade openness 0.29 11 0.72 11

Weight of industry 0.25 10 0.32 10
NFA/GDP -0.25 11 0.27 10

Liquid liab./GDP 0.44 11 0.96 11
Private credit/GDP 0.44 11 0.88 11

Stock mkt. cap./GDP 0.24 11 0.78 10
Household debt/GDP 0.49 10 0.86 9

Household net worth/GDP 0.82 10 1.91 9
Household short term net worth/GDP -0.29 8 0.17 8

Note: Based on a classification of 22 OECD countries according to the average value of the indicator 
for the sample period in which data are available for each country. Countries are classified as ‘high’ or
‘low’ according to whether their sample average is above or below the country median. For some
indicators data data are not available for some countries, hence the total number of countries can be
below 22. The weight of industry in the economy is proxied by the share of the employment in industry
over total employment.



44
ECB
Working Paper Series No 1236
August 2010

T
A

B
L

E
 9

. C
ou

nt
ry

 h
et

er
og

en
ei

ty
 a

cc
or

di
ng

 to
 st

ru
ct

ur
al

 c
ha

ra
ct

er
is

tic
s –

 o
ut

pu
t

 
 

(9
)

(1
)

(2
)

(3
)

(4
)

(5
)

(6
)

(7
)

(8
)

(1
0)

(1
1)

(1
2)

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
  

 
 

 
 

 
 

 
 

 
 

 

 
 

 
 

 
 

 
 

 
 

 
 

H
ig

h
tra

de
op

en
ne

ss

Lo
w

tra
de

op
en

ne
ss

H
ig

h
sh

ar
e 

of
 

in
du

st
ry

 

Lo
w

sh
ar

e 
of

 
in

du
st

ry

H
ig

h
N

FA
Lo

w
N

FA
H

ig
h

liq
ui

d
lia

b.
/G

D
P

Lo
w

liq
ui

d
lia

b.
/G

D
P

H
ig

h
pr

iv
at

e
cr

ed
it/

G
D

P

Lo
w

pr
iv

at
e

cr
ed

it/
G

D
P

H
ig

h
st

oc
k

m
kt

. 
ca

p.
/G

D
P

Lo
w

st
oc

k
m

kt
. 

ca
p.

/G
D

P

R
ea

l i
nt

er
es

t r
at

e 
at

 t+
1 

-0
.6

3
-0

.5
2*

*
-0

.1
9

-0
.4

2
-0

.3
0

-
0.

44
**

*
0.

35
-0

.4
9*

**
-0

.5
2

-0
.3

4*
**

-0
.7

0
-0

.3
7

(0
.5

3)
(0

.3
0)

(0
.2

1)
(0

.3
8)

(0
.6

7)
(0

.1
7)

(0
.1

3)
(0

.4
0)

(1
.0

1)
(0

.0
93

)
(0

.4
6)

(0
.2

3)
O

ut
pu

t a
t t

+1
 

1.
14

**
*

0.
98

**
*

0.
90

**
*

1.
13

**
*

1.
10

**
*

1.
01

**
*

1.
44

**
0.

99
**

*
1.

26
**

*
0.

96
**

*
1.

25
**

*
0.

96
**

*
(0

.1
9)

(0
.0

84
)

(0
.1

3)
(0

.1
1)

(0
.3

0)
(0

.0
68

)
(0

.0
88

)
(0

.6
0)

(0
.3

4)
(0

.0
59

)
(0

.3
6)

(0
.1

1)
C

ha
ng

e 
in

 re
al

 e
ff

. e
xc

ha
ng

e 
ra

te
 a

t t
+1

 
-0

.4
5*

0.
01

3
-0

.0
04

3
-0

.1
1

0.
03

4
-

0.
11

**
*

-0
.1

8
-0

.0
61

0.
05

2
-0

.1
3*

*
-0

.1
2

-0
.0

52

(0
.2

3)
(0

.0
77

)
(0

.0
53

)
(0

.0
97

)
(0

.1
3)

(0
.0

38
)

(0
.0

73
)

(0
.2

3)
(0

.1
4)

(0
.0

53
)

(0
.1

2)
(0

.0
88

)
R

ea
l s

to
ck

 re
tu

rn
 a

t t
+1

 
0.

19
**

0.
11

**
*

0.
08

5*
**

0.
16

**
*

0.
12

0.
15

**
*

0.
19

0.
13

**
*

0.
17

**
0.

12
**

*
0.

20
0.

11
**

*
(0

.0
76

)
(0

.0
32

)
(0

.0
23

)
(0

.0
38

)
(0

.0
71

)
(0

.0
24

)
(0

.1
3)

(0
.0

35
)

(0
.0

76
)

(0
.0

26
)

(0
.1

2)
(0

.0
33

)
R

ea
l b

ro
ad

 m
on

ey
 g

ro
w

th
 a

t t
+1

 
0.

30
0.

00
03

9
0.

00
14

0.
40

*
0.

00
00

98
0.

20
-0

.1
6

0.
00

42
0.

05
3

0.
00

32
0.

00
19

0.
03

3
(0

.2
1)

(0
.0

01
9)

(0
.0

02
7)

(0
.2

4)
(0

.0
03

9)
(0

.1
9)

(0
.2

6)
(0

.0
05

3)
(0

.2
2)

(0
.0

04
8)

(0
.0

03
4)

(0
.1

5)
O

ut
pu

t a
t t

-1
 

0.
03

2
0.

17
*

0.
19

**
*

0.
07

7
0.

00
16

0.
15

**
-0

.2
5

0.
16

**
-0

.0
93

0.
19

**
*

0.
04

6
0.

15
*

(0
.1

8)
(0

.0
70

)
(0

.0
87

)
(0

.0
70

)
(0

.2
9)

(0
.0

76
)

(0
.0

67
)

(0
.5

0)
(0

.2
9)

(0
.0

62
)

(0
.2

5)
(0

.0
84

)
Fo

re
ig

n 
ou

tp
ut

 
2.

31
**

1.
38

**
*

1.
23

**
*

1.
84

**
*

1.
63

1.
77

**
*

2.
20

1.
66

**
*

2.
27

**
1.

37
**

*
1.

98
1.

56
**

*
(1

.1
0)

(0
.3

3)
(0

.3
5)

(0
.6

8)
(1

.0
3)

(0
.5

1)
(0

.4
6)

(1
.6

1)
(1

.0
3)

(0
.3

8)
(1

.3
7)

(0
.4

1)

O
bs

er
va

tio
ns

90
6

97
7

90
7

86
1

85
7

93
4

96
3

92
0

90
0

98
3

84
7

94
2

R
-s

qu
ar

ed
-0

.2
94

0.
52

4
0.

71
1

-0
.0

48
0.

33
6

0.
40

0
-0

.5
42

0.
44

4
-0

.2
00

0.
55

1
-0

.4
03

0.
52

2
N

um
be

r o
f c

ou
nt

ry
 

11
11

10
10

10
11

11
11

11
11

10
11

J t
es

t (
P 

va
lu

e)
 

.
.

.
.

.
.

.
.

.
.

.
.

K
le

ib
er

ge
n-

Pa
ap

 te
st

 fo
r 

un
de

rid
en

tif
ic

at
io

n 
(P

 v
al

ue
) 

0.
00

70
0.

00
32

0.
01

6
0.

01
4

0.
01

5
0.

00
92

0.
03

2
0.

01
2

0.
03

5
0.

01
7

0.
02

3
0.

00
85

N
ot

e:
 R

ob
us

t s
ta

nd
ar

d 
er

ro
rs

 in
 p

ar
en

th
es

es
. S

am
pl

e 
pe

rio
d 

is
 1

98
6:

1 
to

 2
00

9:
4,

 q
ua

rte
rly

 d
at

a.
 T

he
 d

ep
en

de
nt

 v
ar

ia
bl

e 
is

 o
ut

pu
t (

re
al

 G
D

P)
. A

ll 
va

ria
bl

es
 a

re
 d

et
re

nd
ed

 u
si

ng
 

th
e 

on
e-

si
de

d 
H

P(
16

00
) f

ilt
er

. T
he

 e
st

im
at

io
ns

 a
re

 c
ar

rie
d 

ou
t u

si
ng

 in
st

ru
m

en
ta

l v
ar

ia
bl

es
. T

he
 in

st
ru

m
en

ts
 a

re
 th

e 
co

nt
em

po
ra

ne
ou

s v
al

ue
 o

f a
ll 

va
ria

bl
es

 a
pp

ea
rin

g 
at

 t+
1 

in
 

th
e 

eq
ua

tio
n.

 T
he

 e
qu

at
io

n 
is

 th
er

ef
or

e 
ex

ac
tly

 id
en

tif
ie

d.
 T

he
 e

sti
m

at
es

 a
re

 r
ep

or
te

d 
fo

r 
ea

ch
 c

ou
nt

ry
 g

ro
up

 a
s 

sp
ec

ifi
ed

 a
t t

he
 to

p 
of

 e
ac

h 
co

lu
m

n.
 S

ee
 te

xt
 f

or
 f

ur
th

er
 

ex
pl

an
at

io
ns

.  
**

* 
p<

0.
01

, *
* 

p<
0.

05
, *

 p
<0

.1
. 



45
ECB

Working Paper Series No 1236
August 2010

T
A

B
L

E
 9

A
. C

ou
nt

ry
 h

et
er

og
en

ei
ty

 a
cc

or
di

ng
 to

 st
ru

ct
ur

al
 c

ha
ra

ct
er

is
tic

s -
 c

on
su

m
pt

io
n

(1
) 

 
 

 
 

 
(2

)
(3

)
(4

)
(5

)
(6

)
H

ig
h 

ho
us

eh
ol

d 
de

bt
/G

D
P 

Lo
w

ho
us

eh
ol

d 
de

bt
/G

D
P 

 

H
ig

h 
ho

us
eh

ol
d 

ne
t 

w
or

th
/G

D
P 

Lo
w

ho
us

eh
ol

d 
ne

t 
w

or
th

/G
D

P 

H
ig

h 
sh

or
t 

te
rm

 
ho

us
eh

ol
d 

ne
t 

w
or

th
/G

D
P 

 

Lo
w

 sh
or

t 
te

rm
 

ho
us

eh
ol

d 
ne

t 
w

or
th

/G
D

P 
 

 
 

 
 

 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

R
ea

l i
nt

er
es

t r
at

e 
at

 t+
1 

-0
.3

0 
-0

.0
48

 
0.

26
 

-0
.3

8*
 

0.
49

**
* 

-0
.0

54
 

(0
.3

3)
(0

.1
5)

(0
.2

8)
(0

.1
9)

(0
.1

6)
(0

.1
5)

C
on

su
m

pt
io

n 
at

 t+
1 

0.
96

**
* 

1.
00

**
* 

1.
37

**
* 

0.
82

**
* 

1.
10

**
* 

1.
21

**
* 

(0
.2

4)
(0

.0
89

)
(0

.1
6)

(0
.1

1)
(0

.1
2)

(0
.0

90
)

C
ha

ng
e 

in
 re

al
 e

ff
. e

xc
ha

ng
e 

ra
te

 a
t t

+1
 

0.
12

 
-0

.0
26

 
0.

16
**

 
0.

01
4 

-0
.0

04
0 

0.
03

3 
(0

.0
73

)
(0

.0
36

)
(0

.0
65

)
(0

.0
42

)
(0

.0
57

)
(0

.0
92

)
R

ea
l s

to
ck

 re
tu

rn
 a

t t
+1

 
0.

13
**

* 
0.

08
2*

**
 

0.
11

**
* 

0.
11

**
* 

0.
05

9*
**

 
0.

14
**

* 
(0

.0
29

)
(0

.0
30

)
(0

.0
24

)
(0

.0
26

)
(0

.0
12

)
(0

.0
39

)
R

ea
l b

ro
ad

 m
on

ey
 g

ro
w

th
 a

t t
+1

 
0.

00
54

 
-0

.1
0 

0.
00

11
 

0.
16

 
-0

.0
82

 
0.

00
37

 
(0

.0
03

7)
(0

.1
1)

(0
.0

02
0)

(0
.1

7)
(0

.1
3)

(0
.0

04
2)

C
on

su
m

pt
io

n 
at

 t-
1 

0.
30

 
0.

14
**

 
-0

.1
3 

0.
33

**
* 

0.
00

12
 

0.
00

66
 

(0
.2

2)
(0

.0
55

)
(0

.1
1)

(0
.1

2)
(0

.0
98

)
(0

.0
69

)
Fo

re
ig

n 
co

ns
um

pt
io

n
0.

01
5*

**
0.

01
3*

**
0.

01
4*

**
0.

01
6*

**
0.

00
95

**
*

0.
02

0*
**

(0
.0

04
5)

(0
.0

03
7)

(0
.0

02
6)

(0
.0

04
3)

(0
.0

01
7)

(0
.0

05
4)

O
bs

er
va

tio
ns

77
9

82
0

87
6

73
5

83
5

68
0

R
-s

qu
ar

ed
 

0.
40

2
0.

68
9

0.
23

6
0.

61
2

0.
75

7
0.

25
2

N
um

be
r o

f c
ou

nt
rie

s 
9

10
9

10
8

8
J t

es
t (

P 
va

lu
e)

 
.

.
.

.
.

.
K

le
ib

er
ge

n-
Pa

ap
 te

st
 fo

r u
nd

er
id

en
tif

ic
at

io
n 

(P
 v

al
ue

) 
0.

01
6 

0.
00

46
 

0.
00

44
 

0.
02

2 
0.

00
87

 
0.

00
89

 

N
ot

e:
 R

ob
us

t s
ta

nd
ar

d 
er

ro
rs

 in
 p

ar
en

th
es

es
. S

am
pl

e 
pe

rio
d 

is
 1

98
6:

1 
to

 2
00

9:
4,

 q
ua

rte
rly

 d
at

a.
 T

he
 d

ep
en

de
nt

 v
ar

ia
bl

e 
is

 p
riv

at
e 

co
ns

um
pt

io
n.

 A
ll 

va
ria

bl
es

 a
re

 d
et

re
nd

ed
 

us
in

g 
th

e 
on

e-
si

de
d 

H
P(

16
00

) f
ilt

er
. T

he
 e

st
im

at
io

ns
 a

re
 c

ar
rie

d 
ou

t u
si

ng
 in

st
ru

m
en

ta
l v

ar
ia

bl
es

. T
he

 in
st

ru
m

en
ts

 a
re

 th
e 

co
nt

em
po

ra
ne

ou
s v

al
ue

 o
f a

ll 
va

ria
bl

es
 a

pp
ea

rin
g 

at
 

t+
1 

in
 th

e 
eq

ua
tio

n.
 T

he
 e

qu
at

io
n 

is
 th

er
ef

or
e 

ex
ac

tly
 id

en
tif

ie
d.

 T
he

 e
st

im
at

es
 a

re
 re

po
rte

d 
fo

r e
ac

h 
co

un
try

 g
ro

up
 a

s s
pe

ci
fie

d 
at

 th
e 

to
p 

of
 e

ac
h 

co
lu

m
n.

 S
ee

 te
xt

 fo
r f

ur
th

er
 

ex
pl

an
at

io
ns

.  
**

* 
p<

0.
01

, *
* 

p<
0.

05
, *

 p
<0

.1
. 



Work ing  PaPer  Ser i e S
no 1118  /  november  2009

DiScretionary  
FiScal PolicieS  
over the cycle

neW eviDence  
baSeD on the eScb 
DiSaggregateD aPProach

by Luca Agnello  
and Jacopo Cimadomo


	Is the new Keynesian IS curve structural?
	Contents
	Abstract
	Non-technical summary
	1 Introduction
	2 Baseline specification
	3 Extended version and heterogeneity analysis
	3.1 Extended specifications
	3.2 Country heterogeneity

	4 Data
	5 The empirical model
	6 Results
	6.1 Backward looking IS curve
	6.2 Baseline forward-looking IS curve
	6.3 Extended specifications
	6.4 Robustness
	6.5 Country heterogeneity
	6.6 Some caveats and qualifications

	7 Conclusions
	References
	Tables


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (eciRGB v2)
  /CalCMYKProfile (ISO Coated v2 300% \050ECI\051)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.5
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails true
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Average
  /ColorImageResolution 96
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Average
  /GrayImageResolution 96
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Average
  /MonoImageResolution 96
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (ISO Coated v2 300% \050ECI\051)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /ENU ([Based on '[WP_EZB_WEB]'] [Based on 'IC__ISO_COATED'] [Based on '[High Quality Print]'] Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /ExportLayers /ExportVisiblePrintableLayers
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides true
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName (ISO Coated v2 300% \(ECI\))
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /ClipComplexRegions false
        /ConvertStrokesToOutlines true
        /ConvertTextToOutlines false
        /GradientResolution 400
        /LineArtTextResolution 1200
        /PresetName (MONTHLY_EZB)
        /PresetSelector /UseName
        /RasterVectorBalance 1
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /UseName
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


