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Abstract
This paper aims at assessing the role of the United States in the global economy and 
its evolution over time. The emergence of large economic players, like China, is likely 
to have weakened the role of the U.S. economy as a driver of global growth. Based on 
a Global VAR modelling approach, this paper shows first that the transmission of 
U.S. cyclical developments to the rest of the world tends to fluctuate over time but 
remains large overall. Second, although the size of the spillovers might have 
decreased in the most recent periods, the effects of changes in U.S. economic activity 
seem to have become more persistent. Actually, the increasing economic integration 
at the world level is likely to have fostered second-round and third-market effects, 
making U.S. cyclical developments more global. Finally, the slightly decreasing role 
of the U.S. has been accompanied by an increasing importance of third players. 
Regional integration might have played a significant role by giving more weights to 
non-U.S. trade partners in the sensitivity of the various economies to their 
international environment. 

Keywords: International transmission of shocks, Business cycle, Global VAR 
(GVAR).

JEL Classification: E32, E37, F41. 
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Figure 1 – US real GDP growth rates (detrended) and common component of rest of 
the world growth rates (detrended) 
(Quarterly growth rates – 3 year moving average) 
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Figure 2 – Ranking of selected economies according to their average weight in 
partners’ trade. 
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Figure 3 – Impulse response functions of a 1% shock to US real GDP growth 
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Figure 4 – Time-varying estimates of impact elasticity of real GDP to US and foreign 
real GDP 
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Figure 5 - Impulse response functions of a 1% shock to US real GDP on US and euro 
area real GDP growth 
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Figure 5 (cont’d) -  Impulse response functions of a 1% shock to US real GDP on UK 
and Japan real GDP growth 
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Figure 5 (cont’d) - Impulse response functions of a 1% shock to US real GDP on 
Canada and Other Developed Economies real GDP growth 
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Figure 5 (cont’d) - Impulse response functions of a 1% shock to US real GDP on 
Emerging Asia and Latin America area real GDP growth 

5
10

15
20 89Q1

92Q1 95Q1 98Q1 01Q1
04Q2 06Q4

-0.4

-0.2

0

0.2

0.4

0.6

last quarter of sample estimate

Generalized IR of AS GDP  to shock on US GDP 

number of quarters after shock

Im
pu

lse
 R

es
po

ns
e

5
10

15
20 89Q1

92Q1 95Q1 98Q1 01Q1
04Q2 06Q4

-1

-0.5

0

0.5

1

1.5

last quarter of sample estimate

Generalized IR of LA GDP  to shock on US GDP 

number of quarters after shock

Im
pu

lse
 R

es
po

ns
e



42
ECB
Working Paper Series No 1034
March 2009

European Central Bank Working Paper Series

For a complete list of Working Papers published by the ECB, please visit the ECB’s website 

(http://www.ecb.europa.eu).

973 “Do China and oil exporters influence major currency configurations?” by M. Fratzscher and A. Mehl, 

December 2008.

974 “Institutional features of wage bargaining in 23 European countries, the US and Japan” by P. Du Caju, E. Gautier, 

D. Momferatou and M. Ward-Warmedinger, December 2008.

975 “Early estimates of euro area real GDP growth: a bottom up approach from the production side” by E. Hahn 

and F. Skudelny, December 2008.

976 “The term structure of interest rates across frequencies” by K. Assenmacher-Wesche and S. Gerlach, 

December 2008.

977 “Predictions of short-term rates and the expectations hypothesis of the term structure of interest rates” by 

M. Guidolin and D. L. Thornton, December 2008.

978 “Measuring monetary policy expectations from financial market instruments” by M. Joyce, J. Relleen and 

S. Sorensen, December 2008.

979 “Futures contract rates as monetary policy forecasts” by G. Ferrero and A. Nobili, December 2008.

980 “Extracting market expectations from yield curves augmented by money market interest rates: the case of Japan” 

by T. Nagano and N. Baba, December 2008.

981 “Why the effective price for money exceeds the policy rate in the ECB tenders?” by T. Välimäki, 

December 2008.

982 “Modelling short-term interest rate spreads in the euro money market” by N. Cassola and C. Morana, 

December 2008.

983 “What explains the spread between the euro overnight rate and the ECB’s policy rate?” by T. Linzert and 

S. Schmidt, December 2008.

984 “The daily and policy-relevant liquidity effects” by D. L. Thornton, December 2008.

985 “Portuguese banks in the euro area market for daily funds” by L. Farinha and V. Gaspar, December 2008.

986 “The topology of the federal funds market” by M. L. Bech and E. Atalay, December 2008.

987 “Probability of informed trading on the euro overnight market rate: an update” by J. Idier and S. Nardelli, 

December 2008.

988 “The interday and intraday patterns of the overnight market: evidence from an electronic platform” by 

R. Beaupain and A. Durré, December 2008. 

989 “Modelling loans to non-financial corporations in the euro area” by C. Kok Sørensen, D. Marqués Ibáñez and 

C. Rossi, January 2009.

990 “Fiscal policy, housing and stock prices” by A. Afonso and R. M. Sousa, January 2009.

991 “The macroeconomic effects of fiscal policy” by A. Afonso and R. M. Sousa, January 2009.



43
ECB

Working Paper Series No 1034
March 2009

992 “FDI and productivity convergence in central and eastern Europe: an industry-level investigation” 

by M. Bijsterbosch and M. Kolasa, January 2009.

993 “Has emerging Asia decoupled? An analysis of production and trade linkages using the Asian international input-

output table” by G. Pula and T. A. Peltonen, January 2009.

994 “Fiscal sustainability and policy implications for the euro area” by F. Balassone, J. Cunha, G. Langenus, B. Manzke, 

J. Pavot, D. Prammer and P. Tommasino, January 2009.

995 “Current account benchmarks for central and eastern Europe: a desperate search?” by M. Ca’ Zorzi, A. Chudik 

and A. Dieppe, January 2009.

996 “What drives euro area break-even inflation rates?” by M. Ciccarelli and J. A. García, January 2009.

997 “Financing obstacles and growth: an analysis for euro area non-financial corporations” by C. Coluzzi, A. Ferrando 

and C. Martinez-Carrascal, January 2009.

998 “Infinite-dimensional VARs and factor models” by A. Chudik and M. H. Pesaran, January 2009.

999 “Risk-adjusted forecasts of oil prices” by P. Pagano and M. Pisani, January 2009.

1000 “Wealth effects in emerging market economies” by T. A. Peltonen, R. M. Sousa and I. S. Vansteenkiste, 

January 2009.

1001 “Identifying the elasticity of substitution with biased technical change” by M. A. León-Ledesma, P. McAdam and 

A. Willman, January 2009.

1002 “Assessing portfolio credit risk changes in a sample of EU large and complex banking groups in reaction to 

macroeconomic shocks” by O. Castrén, T. Fitzpatrick and M. Sydow, February 2009.

1003 “Real wages over the business cycle: OECD evidence from the time and frequency domains” by J. Messina, 

C. Strozzi and J. Turunen, February 2009.

1004 “Characterising the inflation targeting regime in South Korea” by M. Sánchez, February 2009.

1005 “Labor market institutions and macroeconomic volatility in a panel of OECD countries” by F. Rumler and 

J. Scharler, February 2009.

1006 “Understanding sectoral differences in downward real wage rigidity: workforce composition, institutions, 

technology and competition” by P. Du Caju, C. Fuss and L. Wintr, February 2009.

1007 “Sequential bargaining in a new-Keynesian model with frictional unemployment and staggered wage negotiation” 

by G. de Walque, O. Pierrard, H. Sneessens and R. Wouters, February 2009.

1008 “Liquidity (risk) concepts: definitions and interactions” by K. Nikolaou, February 2009.

1009 “Optimal sticky prices under rational inattention” by B. Maćkowiak and M. Wiederholt, February 2009.

1010 “Business cycles in the euro area” by D. Giannone, M. Lenza and L. Reichlin, February 2009.

1011 “The global dimension of inflation – evidence from factor-augmented Phillips curves” by S. Eickmeier and K. Moll, 

February 2009.

1012 “Petrodollars and imports of oil exporting countries” by R. Beck and A. Kamps, February 2009.

1013 “Structural breaks, cointegration and the Fisher effect” by A. Beyer, A. A. Haug and B. Dewald, February 2009.



44
ECB
Working Paper Series No 1034
March 2009

1014 “Asset prices and current account fluctuations in G7 economies” by M. Fratzscher and R. Straub, February 2009.

1015 “Inflation forecasting in the new EU member states” by O. Arratibel, C. Kamps and N. Leiner-Killinger, 

February 2009.

1016 “When does lumpy factor adjustment matter for aggregate dynamics?” by S. Fahr and F. Yao, March 2009.

1017 “Optimal prediction pools” by J. Geweke and G. Amisano, March 2009.

1018 “Cross-border mergers and acquisitions: financial and institutional forces” by N. Coeurdacier, R. A. De Santis 

and A. Aviat, March 2009.

1019 “What drives returns to euro area housing? Evidence from a dynamic dividend-discount model” by P. Hiebert 

and M. Sydow, March 2009.

1020 “Opting out of the great inflation: German monetary policy after the break down of Bretton Woods” by 

A. Beyer, V. Gaspar, C. Gerberding and O. Issing, March 2009.

1021 “Rigid labour compensation and flexible employment? Firm-level evidence with regard to productivity for 

Belgium” by C. Fuss and L. Wintr, March 2009.

1022 “Understanding inter-industry wage structures in the euro area” by V. Genre, K. Kohn and D. Momferatou, 

March 2009.

1023 “Bank loan announcements and borrower stock returns: does bank origin matter?” by S. Ongena and 

V. Roscovan, March 2009.

1024 “Funding liquidity risk: definition and measurement” by M. Drehmann and K. Nikolaou, March 2009.

1025 “Liquidity risk premia in unsecured interbank money markets” by J. Eisenschmidt and J. Tapking, March 2009.

1026 “Do house price developments spill over across euro area countries? Evidence from a global VAR”

by I. Vansteenkiste and P. Hiebert, March 2009.

1027 “Long run evidence on money growth and inflation” by L. Benati, March 2009.

1028 “Large debt financing: syndicated loans versus corporate bonds” by Y. Altunbaș, A. Kara and D. Marqués-Ibáñez, 

March 2009.

1029 “The role of fiscal transfers for regional economic convergence in Europe” by C. Checherita, C. Nickel and 

P. Rother, March 2009.

1030 “Forecast evaluation of small nested model sets” by K. Hubrich and K. D. West, March 2009.

1031 “Global roles of currencies” by C. Thimann, March 2009.

1032 “Assessing long-term fiscal developments: a new approach” by A. Afonso, L. Agnello, D. Furceri and R. Sousa, 

March 2009.

1033 “Fiscal competition over taxes and public inputs: theory and evidence” by S. Hauptmeier, F. Mittermaier and 

J. Rincke, March 2009.

1034 “The role of the United States in the global economy and its evolution over time” by S. Dées and 

A. Saint-Guilhem, March 2009.




	The role of the United States in the global economy and its evolution over time
	Contents
	Abstract
	Non-technical summary
	1 Introduction
	2 Modelling the international transmission of changes in U.S. economic activity
	2.1 Modelling global interactions in real output: a GVAR approach
	2.2 Solution of the GVAR model

	3 Empirical results
	3.1 Data
	3.2 Estimation over the whole sample
	3.3 Evidence on rolling regressions
	3.4 Discussion of the results

	4 Concluding remarks
	References
	Tables and figures
	European Central Bank Working Paper Series


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (Adobe RGB \0501998\051)
  /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_ECB_WEB'] [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


