
2 Dynamics of Small Open
Economies

Ut = u(Ct)+ βu(Ct+1)+ β2u(Ct+2)

+ ... + βTu(Ct+T )=
t+T∑
s=t

βs−tu(Cs). (1)

CAt = Bt+1 − Bt = Yt + rBt − Ct −Gt − It (2)

(1 + r)Bt = Ct +Gt + It − Yt + Bt+1. (3)
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Bt+1 = Ct+1 +Gt+1 + It+1 − Yt+1

1 + r
+ Bt+2

1 + r
,

(1 + r)Bt = Ct +Gt + It − Yt

+ Ct+1 +Gt+1 + It+1 − Yt+1

1 + r
+ Bt+2

1 + r
.

Bt+2

1 + r
= Ct+2 +Gt+2 + It+2 − Yt+2

(1 + r)2
+ Bt+3

(1 + r)2
,
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t+T∑
s=t

(
1

1 + r

)s−t
(Cs + Is)+

(
1

1 + r

)T
Bt+T+1

= (1 + r)Bt +
t+T∑
s=t

(
1

1 + r

)s−t
(Ys −Gs). (4)

Bs+1 − Bs = rBs + AsF(Ks)

− Cs − (Ks+1 −Ks)−Gs

Ut =
t+T∑
s=t

βs−tu
[
(1 + r)Bs − Bs+1

+AsF(Ks)− (Ks+1 −Ks)−Gs
]
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u′(Cs)= (1 + r)βu′(Cs+1), (5)

As+1F
′(Ks+1)= r . (6)

Bt+T+1 = 0 (7)
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t+T∑
s=t

(
1

1 + r

)s−t
(Cs + Is)

= (1 + r)Bt +
t+T∑
s=t

(
1

1 + r

)s−t
(Ys −Gs) (8)

Ct =
[

1

1 − (1 + r)−(T+1)

] (
r

1 + r

)

·
(1 + r)Bt +

t+T∑
s=t

(
1

1 + r

)s−t
(Ys −Gs − Is)

 (9)

Ct = r

1 + r

[
(1 + r)Bt +

∞∑
s=t

(
1

1 + r

)s−t
(Ys −Gs − Is)

]
(10)
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Ut = lim
T→∞

[
u(Ct)+ βu(Ct+1)+ β2u(Ct+2)+ ...

]

=
∞∑
s=t

βs−tu(Cs) (11)

Ut =
∞∑
s=t

βs−tu
[
(1 + r)Bs − Bs+1

+AsF(Ks)− (Ks+1 −Ks)−Gs
]
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Bt+T+1 = (1 + r)Bt+T + Ȳ − C̄

= (1 + r)
[
(1 + r)Bt+T−1 + Ȳ − C̄

]+ Ȳ − C̄

= ... = (1 + r)T+1Bt +
T∑
s=0

(1 + r)s
(
Ȳ − C̄

)

= (1 + r)T+1Bt − 1 − (1 + r)T+1

r

(
Ȳ − C̄

)
= Bt +

(
rBt + Ȳ − C̄

) [(1 + r)T+1 − 1

r

]
(12)

lim
T→∞

(
1

1 + r

)T
Bt+T+1 = 0. (13)
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∞∑
s=t

(
1

1 + r

)s−t
(Cs + Is)

= (1 + r)Bt +
∞∑
s=t

(
1

1 + r

)s−t
(Ys −Gs)

(14)

− (1 + r)Bt

=
∞∑
s=t

(
1

1 + r

)s−t
(Ys −Cs − Is −Gs)

Bs+1 − Bs = gBs = rBs + T Bs,
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TBs
Ys

= −(r − g)Bs

Ys
= −Bs
Ys/(r − g)

.

Ct = C̄ = rBt + Ȳ .

∞∑
s=t

(
1

1 + r

)s−t
(C̄ + Is)

= (1 + r)Bt +
∞∑
s=t

(
1

1 + r

)s−t
(Ys −Gs)
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C̄ = Ct = r

1 + r

[
(1 + r)Bt +

∞∑
s=t

(
1

1 + r

)s−t
(Ys −Gs − Is)

]

Cs+1 = (1 + r)σβσCs (15)

Ct =
(1 + r)Bt +∑∞

s=t
(

1
1+r
)s−t

(Ys −Gs − Is)∑∞
s=t

[
(1 + r)σ−1βσ

]s−t

Ct = r + ϑ

1 + r

[
(1 + r)Bt +

∞∑
s=t

(
1

1 + r

)s−t
(Ys −Gs − Is)

]
(16)
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Ut+1 =
∞∑

s=t+1

βs−(t+1)u(Cs),

Ut = (1 + γ )u(Ct)+
∞∑

s=t+1

βs−tu(Cs),

Ut+1 = (1 + γ )u(Ct+1)+
∞∑

s=t+2

βs−(t+1)u(Cs)

(1 + γ )u(C̄t)+
∞∑

s=t+1

βs−tu(Cs)
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∞∑
s=t

(
1

1 + r

)s−t
X̃t =

∞∑
s=t

(
1

1 + r

)s−t
Xs

X̃t ≡ r

1 + r

∞∑
s=t

(
1

1 + r

)s−t
Xs. (17)

CAt = Bt+1 − Bt

= (Yt − Ỹt)− (It − Ĩt)− (Gt − G̃t)
(18)

Wt ≡ (1 + r)Bt +
∞∑
s=t

(
1

1 + r

)s−t
(Ys − Is −Gs) (19)
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CAt = (Yt − Ỹt)− (It − Ĩt)

− (Gt − G̃t)− ϑ

1 + r
Wt (20)

Rt ,s = 1∏s
v=t+1(1 + rv)

(21)

Bs+1 − Bs = Ys + rsBs − Cs −Gs − Is (22)
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∞∑
s=t

Rt ,s(Cs + Is)

= (1 + rt)Bt +
∞∑
s=t

Rt ,s(Ys −Gs) (23)

lim
T→∞ Rt ,t+TBt+T+1 = 0

u′(Cs)= (1 + rs+1)βu
′(Cs+1) (24)

As+1F
′(Ks+1)= rs+1
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Ct = (1 + rt)Bt +∑∞
s=t Rt ,s(Ys − Is −Gs)∑∞

s=t Rt ,s
[
R−σ
t ,s β

σ(s−t)] (25)

∞∑
s=t

Rt ,sX̃t =
∞∑
s=t

Rt ,sXs

X̃t ≡
∑∞
s=t Rt ,sXs∑∞
s=t Rt ,s

0̃t ≡
∑∞
s=t Rt ,s

[
R−σ
t ,s β

σ(s−t)]∑∞
s=t Rt ,s

.

Foundations of International Macroeconomics (44) Chapter 2

Obstfeld & Rogoff © 1996 Massachusetts Institute of Technology



CAt = (rt − r̃t)Bt + (Yt − Ỹt)− (It − Ĩt)− (Gt − G̃t)

+
(
0̃t − 1

0̃t

) (
r̃tBt + Ỹt − Ĩt − G̃t

)
(26)

Ut = Et

{ ∞∑
s=t

βs−tu(Cs)
}
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∞∑
s=t

(
1

1 + r

)s−t
(Cs + Is)

= (1 + r)Bt +
∞∑
s=t

(
1

1 + r

)s−t
(Ys −Gs)

Ut = Et

{ ∞∑
s=t

βs−tu
[
(1 + r)Bs − Bs+1 + Ys −Gs − Is

]}
(27)

Et
{
u′(Cs)

}= (1 + r)βEt
{
u′(Cs+1)

}
(28)
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u′(Ct)= (1 + r)βEt
{
u′(Ct+1)

}
. (29)

u(C)= C − a0

2
C2, a0 > 0. (30)

EtCt+1 = Ct; (31)

Et

{ ∞∑
s=t

(
1

1 + r

)s−t
(Cs + Is)

}

= Et

{
(1 + r)Bt +

∞∑
s=t

(
1

1 + r

)s−t
(Ys −Gs)

}
.
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∞∑
s=t

(
1

1 + r

)s−t
Ct

= Et

{
(1 + r)Bt +

∞∑
s=t

(
1

1 + r

)s−t
(Ys −Gs − Is)

}

Ct = r

1 + r

[
(1 + r)Bt +

∞∑
s=t

(
1

1 + r

)s−t
Et {Ys −Gs − Is}

]
(32)

Yt+1 − Ȳ = ρ
(
Yt − Ȳ

)+ εt+1, (33)
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Et
{
Ys − Ȳ

}= ρs−t(Yt − Ȳ ), (34)

Ct = rBt + Ȳ + r

1 + r

∞∑
s=t

(
1

1 + r

)s−t
Et
{
Ys − Ȳ

}

Ct = rBt + Ȳ + r(Yt − Ȳ )

1 + r − ρ
. (35)

Yt = Ȳ +
t∑

s=−∞
ρt−sεs, (36)

Foundations of International Macroeconomics (49) Chapter 2

Obstfeld & Rogoff © 1996 Massachusetts Institute of Technology



Ct = rBt + Ȳ

+ rρ

1 + r − ρ
(Yt−1 − Ȳ )+ r

1 + r − ρ
εt

CAt = ρ

(
1 − ρ

1 + r − ρ

)
(Yt−1 − Ȳ )+

(
1 − ρ

1 + r − ρ

)
εt (37)

Et−1

{
Yt − r

1 + r

∞∑
s=t

(
1

1 + r

)s−t
Ys

}

= ρ(Yt−1 − Ȳ )− r

1 + r

∞∑
s=t

(
1

1 + r

)s−t
ρs−t+1(Yt−1 − Ȳ )

= ρ

(
1 − ρ

1 + r − ρ

)
(Yt−1 − Ȳ ).

Foundations of International Macroeconomics (50) Chapter 2

Obstfeld & Rogoff © 1996 Massachusetts Institute of Technology



Yt+1 − Yt = ρ
(
Yt − Yt−1

)+ εt+1 (38)

Yt = Yt−1 +
t∑

s=−∞
ρt−sεs. (39)

Ut = Et

{ ∞∑
s=t

βs−tu
[
(1 + r)Bs − Bs+1

+AsF(Ks)− (Ks+1 −Ks)−Gs
]}

u′(Ct)= Et
{[

1 + At+1F
′(Kt+1)

]
βu′(Ct+1)

}
.
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1 = Et

{[
1 + At+1F

′(Kt+1)
] βu′(Ct+1)

u′(Ct)

}

= Et
{
1 + At+1F

′(Kt+1)
}

Et

{
βu′(Ct+1)

u′(Ct)

}

+ Covt

{
At+1F

′(Kt+1),
βu′(Ct+1)

u′(Ct)

}

Et
{
At+1F

′(Kt+1)
}

= r − Covt

{
At+1F

′(Kt+1),
u′(Ct+1)

u′(Ct)

}
(40)

At+1 − Ā= ρ(At − Ā)+ εt+1, (41)
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1It = a0 + a11A
c
t + a21A

w
t + a3It−1,

1CAt = b0 + b11A
c
t + b21A

w
t + b3It−1,

CAt = Bt+1 −Bt
= (Yt − Et Ỹt)− (It − Et Ĩt)− (Gt − EtG̃t) (42)

EtX̃t = r

1 + r

∞∑
s=t

(
1

1 + r

)s−t
EtXs

Z ≡ Y −G− I
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CAt = −
∞∑

s=t+1

(
1

1 + r

)s−t
Et1Zs (43)

[
1Zs
CAs

]
=
[
ψ11 ψ12
ψ21 ψ22

] [
1Zs−1
CAs−1

]
+
[
ε1s
ε2s

]
(44)

Et

[
1Zs
CAs

]
=
[
ψ11 ψ12
ψ21 ψ22

]s−t [
1Zt
CAt

]

Et1Zs = [ 1 0 ]

[
ψ11 ψ12
ψ21 ψ22

]s−t [
1Zt
CAt

]
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ĈAt = − [ 1 0 ]

(
1

1 + r
9

) (
I − 1

1 + r
9

)−1 [
1Zt
CAt

]

≡ [81Z 8CA ]

[
1Zt
CAt

]
(45)

[
1Zt
CAt

]
=
[

0.20 −0.09
−0.03 0.83

] [
1Zt−1
CAt−1

]
+
[
ε1t
ε2t

]

Ut =
∞∑
s=t

βs−t
[
γ log Cs + (1 − γ ) logDs

]
(46)
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Bs+1 − Bs = rsBs + Ys − Cs − ps[Ds − (1 − δ)Ds−1]

− (Ks+1 −Ks)−Gs

Cs+1 = (1 + rs+1)βCs,

γps

Cs
= 1 − γ

Ds
+ β(1 − δ)

γps+1

Cs+1

(1 − γ )Cs

γDs
= ps − 1 − δ

1 + rs+1
ps+1 ≡ ιs (47)
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∞∑
s=t

(
1

1 + r

)s−t
(Cs + ιsDs)= (1 + r)Bt

+ (1 − δ)ptDt−1 +
∞∑
s=t

(
1

1 + r

)s−t
(Ys −Gs − Is) (48)

Ct = γ r

1 + r

[
(1 + r)Bt + (1 − δ)ptDt−1

+
∞∑
s=t

(
1

1 + r

)s−t
(Ys −Gs − Is)

]
(49)
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Dt = (1 − γ )r

ιt(1 + r)

[
(1 + r)Bt + (1 − δ)ptDt−1

+
∞∑
s=t

(
1

1 + r

)s−t
(Ys −Gs − Is)

]

p =
(

1 + r

r + δ

) (
1 − γ

γ

)
Cs

Ds
. (50)

CAt = Bt+1 − Bt = rBt + Zt − Ct

γ

+ (1 − γ )Ct

γ
− p[Dt − (1 − δ)Dt−1].
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CAt =
{
Zt − r

1 + r

∞∑
s=t

(
1

1 + r

)s−t
Zs

}

− r

1 + r
(1 − δ)pDt−1 + (1 − γ )Ct

γ
− pDt + (1 − δ)pDt−1,

CAt = (Yt − Ỹt)− (It − Ĩt)

− (Gt − G̃t)+ (ι− p)1Dt (51)

Bs+1 − Bs + Vsxs+1 − Vs−1xs = rBs + dsxs

+ (Vs − Vs−1)xs + wsL− Cs −Gs, (52)
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Ut =
∞∑
s=t

βs−tu
[
(1 + r)Bs − Bs+1

−Vs(xs+1 − xs)+ dsxs + wsL−Gs
]

Vsu
′(Cs)= (Vs+1 + ds+1)βu

′(Cs+1).

1 + r = ds+1 + Vs+1

Vs
. (53)

Qs+1 = Bs+1 + Vsxs+1.
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dsxs + (Vs − Vs−1)xs = rVs−1xs (54)

Qs+1 −Qs = rQs + wsL− Cs −Gs.

Qt+1 = (1 + r)Bt + dtxt + Vtxt + wtL− Ct −Gt .
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∞∑
s=t

(
1

1 + r

)s−t
Cs = (1 + r)Bt

+ dtxt +Vtxt +
∞∑
s=t

(
1

1 + r

)s−t
(wsL−Gs). (55)

lim
T→∞

(
1

1 + r

)T
Qt+T+1 = 0,

Vt = dt+1

1 + r
+ Vt+1

1 + r
.
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Vt = dt+1

1 + r
+ dt+2

(1 + r)2
+ Vt+2

(1 + r)2
.

Vt =
∞∑

s=t+1

(
1

1 + r

)s−t
ds (56)

lim
T→∞

(
1

1 + r

)T
Vt+T = 0, (57)
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Vt =
∞∑

s=t+1

(
1

1 + r

)s−t[
AsF(Ks, Ls)

− wsLs − −(Ks+1 −Ks)
]
. (58)

dt +Vt

=
∞∑
s=t

(
1

1 + r

)s−t[
AsF(Ks, Ls)− wsLs − (Ks+1 −Ks)

]

AsFK(Ks, Ls)= r

AsFL(Ks, Ls)= ws.
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xs = 1, Ls = L

Vt =
∞∑

s=t+1

(
1

1 + r

)s−t [
rKs − (Ks+1 −Ks)

]

=
∞∑

s=t+1

(
1

1 + r

)s−t [
(1 + r)Ks −Ks+1

]=Kt+1

(59)
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∞∑
s=t

(
1

1 + r

)s−t
Cs = [

(1 + r)Bt + (1 + r)Kt
]

+
∞∑
s=t

(
1

1 + r

)s−t
(wsL−Gs)

= (1 + r)Qt +
∞∑
s=t

(
1

1 + r

)s−t
(wsL−Gs) (60)

Ct = rQt + r

1 + r

∞∑
s=t

(
1

1 + r

)s−t
(wsL−Gs). (61)

CAt =
[
wtLt −

(
w̃tLt

)]− (Gt − G̃t)− It ,
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St =
[
wtLt −

(
w̃tLt

)]− (Gt − G̃t),

AsF(Ks, Ls)− wsLs − (Ks+1 −Ks).

dt + Vt =
∞∑
s=t

(
1

1 + r

)s−t [
AsF(Ks, Ls)− χ

2
(I 2
s /Ks)− wsLs − Is

]
(62)

Ks+1 −Ks = Is.
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Lt =
∞∑
s=t

(
1

1 + r

)s−t {
AsF(Ks, Ls)− χ

2
(I 2
s /Ks)

− wsLs − Is − qs
(
Ks+1 −Ks − Is

) }
.

−χIs
Ks

− 1 + qs = 0.

Is = qs − 1

χ
Ks. (63)

−qs + As+1FK(Ks+1, Ls+1)+ χ
2 (Is+1/Ks+1)

2 + qs+1

1 + r
= 0 (64)
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qt =
∞∑

s=t+1

(
1

1 + r

)s−t
[
As+1FK(Ks+1, Ls+1)+ χ

2
(Is+1/Ks+1)

2
]

(65)

Kt+1 −Kt =
(
qt − 1

χ

)
Kt (66)

qt+1 − qt = rqt

− AFK

[
Kt

(
1 + qt − 1

χ

)
, L

]
− 1

2χ

(
qt+1 − 1

)2
(67)
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Kt+1 −Kt = K̄

χ
(qt − 1), (68)

qt+1 − qt =
[
r − AK̄FKK(K̄ , L)

χ

]
(qt − 1)

− AFKK(K̄ , L)(Kt − K̄).

(69)

0 =
[
r − AK̄FKK(K̄ , L)

χ

]
(q − 1)− AFKK(K̄ , L)(K − K̄),

dq

dK

∣∣∣∣
1q=0

= AFKK(K̄ , L)

r − AK̄FKK(K̄ , L)/χ
< 0
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qtKt+1

= At+1FK(Kt+1, Lt+1)Kt+1 + (χ/2)(I 2
t+1/Kt+1)− qt+1It+1 + qt+1Kt+2

1 + r
.

qtKt+1

= At+1FK(Kt+1, Lt+1)Kt+1 − (χ/2)(I 2
t+1/Kt+1)− It+1 + qt+1Kt+2

1 + r
.

qtKt+1

=
∞∑

s=t+1

(
1

1 + r

)s−t [
AsF(Ks, Ls)− χ

2
(I 2
s /Ks)− wsLs − Is

]
= Vt; (70)
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r = At+1FK(Kt+1, Lt+1)− (χ/2)(It+1/Kt+1)
2

qt

−(It+1/Kt+1)+ qt+1(Kt+2/Kt+1)− qt

qt

∞∑
s=t

(
1

1 + r

)s−t
Cs = [

(1 + r)Bt + (1 + r)qt−1Kt
]

+
∞∑
s=t

(
1

1 + r

)s−t
(wsLs −Gs) (71)

CAt = (Yt − Ỹt)− (It − Ĩt)− (Gt − G̃t),
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Ut =
∞∑
s=t

βs−tu(Cs, L̄− Ls),

∞∑
s=t

(
1

1 + r

)s−t
Cs = (1 + r)Qt

+
∞∑
s=t

(
1

1 + r

)s−t
(wsLs −Gs)

uC(Cs, L̄− Ls)= (1 + r)βuC(Cs+1, L̄− Ls+1). (72)
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uL̄−L(Cs, L̄− Ls)= uC(Cs, L̄− Ls)ws. (73)

u(C, L̄− L)= 1

1 − 1/σ

[
Cγ(L̄− L)1−γ]1−1/σ

.

L̄− L= 1 − γ

γw
C.

Cs+1 =
(
ws

ws+1

)(1−γ )(σ−1)

(1 + r)σβσCs.
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Y = AF(K)= AKα

As+1 = (1 + g)1−αAs

Is =Ks+1 −Ks =
(
αAs

r

)1/(1−α)
g.
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Y = AKα = A

[(
αA

r

)1/(1−α)]α

= A1/(1−α)
(
α

r

)α/(1−α)

I =
(
αA

r

)1/(1−α)
g

= α

r

(
α

r

)α/(1−α)
A1/(1−α)g =

(
αg

r

)
Y

Ys − Is −Gs = (1 + g)s−t
(

1 − αg

r
− ς

)
Yt .
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CAt = Yt − It −Gt − r

1 + r

∞∑
s=t

(
1

1 + r

)s−t
(Ys − Is −Gs)− ϑ

1 + r
Wt

= −ϑBt − g + ϑ

r − g

(
1 − αg

r
− ς

)
Yt . (74)

Bs+1

Ys+1
=
[
(1 + r)σβσ

1 + g

]
Bs

Ys

− 1 + g − (1 + r)σβσ

(1 + g)(r − g)

(
1 − αg

r
− ς

)
(75)

B/Y = −1 − ς − (αg/r)

r − g
. (76)

Foundations of International Macroeconomics (77) Chapter 2

Obstfeld & Rogoff © 1996 Massachusetts Institute of Technology



1

(1 + r)Yt

∞∑
s=t

(
1 + g

1 + r

)s−t
(Yt −Gt − It)

= Yt −Gt − It

(r − g)Yt

= 1 − ς − (αg/r)

r − g
= −B/Y .

C

Y
= r + ϑ

1 + r

[
(1 + r)

B

Y
+ 1 + r

(r − g)

(
Y −G− I

Y

)]

= (r + ϑ)

[
B

Y
+ Y −G− I

(r − g)Y

]
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C = Y −G− I = r + ϑ

1 + r

[
1 + r

r − g∗ (Y −G− I )

]

1 + r = (1 + g∗)1/σ

β
. (77)

Bs+1

Ys+1
− B̄

Y
=
(

1 + g∗

1 + g

) (
Bs

Ys
− B̄

Y

)
.

1 − 1 + g∗

1 + g
= g − g∗

1 + g
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Vtu
′(Ct)= β(dt+1 + Vt+1)u

′(Ct+1).

Vtu
′(Ct)= βdt+1u

′(Ct+1)+ βVt+1u
′(Ct+1)

= βdt+1u
′(Ct+1)+ β2dt+2u

′(Ct+2)

+ β2Vt+2u
′(Ct+2),

Vtu
′(Ct)=

∞∑
s=t+1

βs−tu′(Cs)ds

+ lim
T→∞ βTu′(Ct+T )Vt+T . (78)
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∞∑
s=t+1

βs−tu′(Cs)ds.

Vt =
∞∑

s=t+1

βs−t
u′(Cs)
u′(Ct)

ds =
∞∑

s=t+1

(
1

1 + r

)s−t
ds,

lim
T→∞ βTu′(Ct+T )Vt+T = 0.

lim
T→∞(1 + r)−TVt+T = 0.
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∞∑
s=t

(
1

1 + r

)s−t
Cs + lim

T→∞

(
1

1 + r

)T (
Bt+T+1 + Vt+T xt+T+1

)

= (1 + r)Bt + dtxt + Vtxt +
∞∑
s=t

(
1

1 + r

)s−t
(wsL−Gs).

qt =
∞∑

s=t+1

(
1

1 + r

)s−t [
As+1FK(Ks+1, Ls+1)+ χ

2
(Is+1/Ks+1)

2
]

+ lim
T→∞

(
1

1 + r

)T
qt+T .

qt >

∞∑
s=t+1

(
1

1 + r

)s−t [
As+1FK(Ks+1, Ls+1)+ χ

2
(Is+1/Ks+1)

2
]
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Table 2.1 Real External Debt Burdens of Selected Countries,
1970–91 (percent of GDP per year)

Country 1970 1983 1991

Argentina 0.5 2.9 3.9
Australia 1.7 1.3 2.4
Brazil 0.0 1.3 0.8
Canada 1.2 1.6 1.6
Chile 1.7 1.5 3.1
Hungary 0.0 2.3 3.8
Mexico 0.1 3.1 1.5
Nigeria 0.1 1.1 4.8
Thailand 0.0 0.0 0.2
Source: Authors’ calculations based on data from World Bank, World Development Report,
various issues.

Foundations
ofInternationalM

acroeconom
ics

(83)
C

hapter
2

O
bstfeld

&
R

ogoff
©

1996
M

assachusetts
Institute

of
Technology



Table 2.2 Pooled Time-Series Regressions for the G-7 Countries,
1961–90

Dependent Variable a1 a2 a3

1I 0.35 0.53 −0.10
(0.03) (0.06) (0.04)

b1 b2 b3

1CA −0.17 0.01 0.04
(0.03) (0.02) (0.03)

Standard errors in parentheses. Regressions include a time trend.
Source: Glick and Rogoff (1995).
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