The size of fiscal Multipliers and the stance of monetary policy in developing

ﬁnomies.- Portal dE IEvestigajoiﬁ ECEEémija.s I l I

stance of monetary policy in developing
economies

Borradores de Economia
Numero:

1010

DOI:
http://doi.org/10.32468/be.1010
Publicado:

Martes, 1 Agosto 2017
Clasificacion JEL:

E63, E62, F32

Palabras clave:

POLITICA FISCAL, Politica monetaria, Modelos VAR, Tipos de cambio
Descargar documento

Lo mas reciente

Educacién e inclusidn financieras en América Latina y el Caribe: programas de los bancos
centrales y las superintendencias financieras

Maria José Roa-Garcia, Gloria Amparo Alonso Masmela, Nidia Garcia Bohdérquez, Diego A.
Rodriguez-Pinilla

Deuda Publica, Expectativas sobre el Déficit Fiscal y su Transmisién al Componente Ciclico de
las Tasas de Interés de Largo Plazo

José Vicente Romero-Chamorro, Hernando Vargas-Herrera

Borradores de Economia - Corto vs mediano plazo: movimientos del tipo de cambio, inversién
y la composicién por monedas de las hojas de balance

Juan Camilo Medellin-Martinez, Sergio Restrepo Angel

Otras Publicaciones

In this paper we estimate the effect of government consumption shocks on GDP using a panel
of 21 developing economies. Our goal is to better understand the reasons for the low fiscal
multipliers found in the literature by performing estimations for alternative exchange rate
regimes, business-cycle phases, and monetary policy stances. In addition, we perform
counterfactual simulations to analyze the possible gains from fiscal-monetary policy
coordination. The results imply that government consumption shocks are usually followed by
monetary policy tightening in developing economies with flexible regimes. Our simulations
show that this reaction partially explains the presence of low fiscal multipliers in these
economies. Government consumption shocks imply lower multipliers in developing
economies during flexible regimes, economic slowdowns or monetary contractions. In
addition, implementing fiscal programs during monetary expansions seems to improve
significantly their economic stimulus.
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