
Stephan, Andreas; Brück, Tilman

Working Paper

Do Eurozone Countries Cheat with their Budget Deficit
Forecasts?

Working Paper Series, No. 2005,5

Provided in Cooperation with:
European University Viadrina Frankfurt (Oder), The Postgraduate Research Programme Capital
Markets and Finance in the Enlarged Europe

Suggested Citation: Stephan, Andreas; Brück, Tilman (2005) : Do Eurozone Countries Cheat with their
Budget Deficit Forecasts?, Working Paper Series, No. 2005,5, European University Viadrina, The
Postgraduate Research Programme: Capital Markets and Finance in the Enlarged Europe, Frankfurt
(Oder)

This Version is available at:
https://hdl.handle.net/10419/22102

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor dürfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dürfen die Dokumente nicht für öffentliche oder kommerzielle
Zwecke vervielfältigen, öffentlich ausstellen, öffentlich zugänglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfügung gestellt haben sollten,
gelten abweichend von diesen Nutzungsbedingungen die in der dort
genannten Lizenz gewährten Nutzungsrechte.

Terms of use:

Documents in EconStor may be saved and copied for your personal
and scholarly purposes.

You are not to copy documents for public or commercial purposes, to
exhibit the documents publicly, to make them publicly available on the
internet, or to distribute or otherwise use the documents in public.

If the documents have been made available under an Open Content
Licence (especially Creative Commons Licences), you may exercise
further usage rights as specified in the indicated licence.

https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://hdl.handle.net/10419/22102
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/


Do Eurozone Countries Cheat with their Budget Deficit Forecasts?*

Tilman Brück**

German Institute for Economic Research (DIW Berlin) and 
Poverty Research Unit at Sussex (PRUS)

and

Andreas Stephan
European University Viadrina and 

German Institute for Economic Research (DIW Berlin)

Abstract: We estimate the political economy determinants of budget deficit forecast errors.

Since the adoption of the Stability Pact, Eurozone governments have manipulated forecasts

before elections. The political orientation and the institutional design of governments also

affects the quality of forecasts.

JEL classifications: H62, H87, C23, C53, E62

Keywords: fiscal policy, budget deficit, forecast error, electoral cycles

                                                          
* We thank Anne Brunila, Ulrich Fritsche, Chetan Ghate, Andrew Hughes Hallet, and Boriss
Siliverstovs for helpful comments and Ina Yaneva for her excellent research assistance. The
usual disclaimer applies.
** Corresponding author: Tilman Brück, German Institute for Economic Research (DIW Berlin),
Königin-Luise-Str. 5, 14195 Berlin, Germany, Tel: +49-30-89789-591, Fax: +49-30-89789-108,
Email: tbrueck@diw.de.



1

1. Introduction

In this paper, we assess the political, electoral and institutional determinants of the

quality of the budget deficit forecasts for Eurozone countries before and after the

introduction of the Stability and Growth Pact (SGP). We also check if similar political

economy considerations drive the quality of budget deficit forecasts in non-Eurozone

economies.

Under the SGP, the European Commission is charged with monitoring the fiscal

position of each eurozone country and initiating fines for truants using raw data from

national statistical agencies (Buti and van den Noord 2004). The SGP therefore creates

incentives for “unobservable fiscal effort” (Beetsma and Jensen 2003) of a malign

nature, “creative accounting” (Milesi-Ferretti 2003) or plain cheating with budget

deficit forecasts prior to elections (Strauch et al 2004).

Our paper makes three distinct contributions to the political economy analysis of fiscal

policy. First, this is the first paper, to our knowledge, that proves the existence of

cheating by eurozone governments (compared to other OECD governments) in

reporting their budget deficits since the adoption of the SGP prior to elections. Second,

we apply panel econometric techniques to the analysis of forecast errors of both

eurozone and non-eurozone OECD economies, rather than only considering eurozone

economies. Third, we use two forecasts per year which increases the subtlety of our

political economy analysis.

2. Hypotheses

We conjecture that the SGP created incentives to induce “political forecast cycles” in

Eurozone but not in non-Eurozone countries. As with political budget cycles, there may

be electoral, partisan or institutional forecast cycles. 
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In an electoral forecast cycle, a given election date determines a government’s spending

and taxation plans and the corresponding information policy. For example, a

government may increase spending prior to an election and hide the emerging budget

deficit until after the election. We hypothesise that under the SGP forthcoming elections

induce budget deficit forecast manipulations.

In a partisan forecast cycle, cyclical behaviour derives from different preferences of the

political parties and their respective voters. The political orientation of a government

may affect the quality of its budget deficit forecasts. We hypothesise that left-wing

(right-wing) governments pursue employment (price stability) at the expense of price

stability (employment) which means that tax revenues are more (less) difficult to

forecast.

In an institutional forecast cycle, the institutions of governance create incentives for

more or less truthful reporting of budget deficit forecasts, as is the case in institutional

budget cycles. We hypothesise that moving to a coalition or minority government

increases the incentive to cheat for two reasons. First, single-party and majority

governments can afford to be unpopular if necessary and still hope to win elections

later. Second, they can afford to openly favour their supporters without having to

conceal such actions.

3. Method

Let ty  denote the deficit or surplus in period t . The deficit (or surplus) forecast error

t 1,te +  (measured as share of GDP) is defined as predicted y  in t  for period t 1+  minus

actual y  in t 1+ , thus

t 1,t t 1,t t 1e y y+ + += − . (1)
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Accordingly, an optimistic forecast (that is an underestimation of the deficit or an

overestimation of the surplus) yields a positive value of the forecast error.

A forecast should be unbiased, that is it should have a mean error of zero. Furthermore,

a forecast should be rational, that is it should use all available information thus making

it impossible to find any other variable which can be used to predict the error.

A basic regression model for testing the rationality of forecasts with a panel of N

countries is

t 1,it i t k k,it it
k

e x ,

i 1, , N; t 1, ,T; k 1, ,p;

+ = µ + λ + β + ε

= = =

∑
K K K

(2)

where iµ  denotes country-specific (intercepts) and tλ  time-specific effects, k,itx  are p

factors potentially predicting the forecast error, and itε  represents iid random noise with

variance 2
iσ .

The unbiasedness of countries’ forecasts implies i 0µ =  for all i . The rationality of

forecasts furthermore implies t k 0λ = β = .

Due to groupwise heteroscedasticity of error variances in (2), we employ Weighted

Least Squares (WLS) for the estimations, where weights are proportional to the

reciprocals of country-specific error variances obtained from residuals of a first step

OLS regression.

4. Data

Each Spring and Autumn, the European Commission publishes budget deficit forecasts

of each member state for the subsequent calendar year (European Commission 1995-

2004), which yields two observations for each year for the dependent variable defined in
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equation (1). To calculate the budget deficit forecast error, we use the first estimate of

the actual budget deficits as published in the same source. 

We calculate the following political variables (Armingeon et al 2004, Europa

Publications 1996-2003):

(i) the number of months till the next legislative election,

(ii) the political orientation of a government as indicated by the election manifestos of

the government parties and ranging from very left-wing (negative values) to very

right-wing (positive values) orientations,

(iii)a binary variable indicating coalition governments (which take the value one), and

(iv)a binary variable indicating minority governments (which take the value one).

In addition, we define a binary variable taking the value one if a country has joined the

stability and growth pact (that is if it is a eurozone country after 1997).

To control for the effects of unobserved macro-economic shocks, we include the GDP

forecast error as an explanatory variable. We include as an additional independent

variable the error from the Spring forecast in the estimation of the Autumn forecast

error. With rational forecasts, we would not expect a correlation of forecast errors

across years.

The dataset covers 17 eurozone and non-eurozone countries (EU-15, Japan and the

USA) and bi-annual forecasts for these countries published by the Commission from

1995 to 2003. Due to missing values, 249 observations are available in total.

The political orientation of parties is only available till 1998 and extrapolated for

subsequent governments based on the latest available election manifestos. For the

compilation of the political variables, the publication dates of the Commission Spring

and Autumn forecasts served as cut-off dates. 
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5. Results

Table 1 shows that there are no significant differences in biases of forecast errors

between Eurozone and non-Eurozone economies.

We first estimate a model where the coefficients on the political variables can be

different for eurozone and non-eurozone countries (model I). We then restrict the

sample to the eurozone countries and then test the effects of the political variables

before and after the adoption of the SGP (model II).

Both models fit very well, taking into consideration that rational forecasts should not be

correlated with any further variable (table 2). We find that the error of the Spring

forecasts has predictive power for the Autumn forecast error in all models. Macro-

economic shocks, captured by the GDP forecast error variable, are positively correlated

with the deficit forecast errors, which is not surprising. The country fixed effects are

jointly significant in all models. In particular, Greece and the US have high positive and

Luxembourg and Belgium high negative coefficients, indicating that these countries

systematically under- and overestimate their budget deficits, respectively.

The regression analysis suggests the following about our hypotheses. First, the

introduction of the SGP led to the eurozone governments issuing biased budget

definition forecasts prior to elections. While this effect is present only for the Eurozone

countries (model I), model II in fact demonstrates that the effect became significant with

the introduction of the SGP.

Second, governments moving to the right (left) make more pessimistic (optimistic)

forecasts (model I). Model II again demonstrates that the introduction of the SGP made

this effect significant for eurozone economies.
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Third, coalition governments in eurozone economies do not make unbiased budget

deficit forecasts (model I), either before or after the adoption of the SGP (model II). In

contrast, minority governments in eurozone countries only have made overtly optimistic

forecasts since the introduction of the SGP (model II).

Our findings extend the empirical literature on political budget cycles to the case of

political forecast cycles. In contrast to the literature, we find that contracts like the SGP

do have an impact on European fiscal choices (Andrikopoulos et al 2004). Governments

faced extra incentives to mislead their electorates. In comparison to the ambiguous

results provided by Strauch et al (2004), we present strong evidence on the existence of

electoral cycles due to the introduction of the SGP.

6. Conclusion

Our analysis demonstrates the existence of political forecast cycles in Eurozone

economies after the adoption of the Stability and Growth Pact. The Pact creates

incentives for governments to mislead their electorates about budget deficit forecasts,

especially in the run up to elections. The finding calls into question the strong reliance

of the Pact on budget deficit forecasts as a key fiscal indicator.
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Table 1: Descriptive Statistics for Deficit Forecast Errors

Country No. Obs. Mean Std. Dev.
Eurozone countries before 1998 47 -1.002 1.006
Eurozone countries after 1997 134 -0.015 1.616
Non-Eurozone countries 68 0.135 1.866
All countries 249 -0.160 1.643

Table 2: Regression Results (Weighted Least Squares)

Dependent variable:
Deficit forecast error Model I

(all countries)
Model II

(Eurozone countries)
Independent variable Estimate t-value Estimate t-value
Spring forecast error 0.140 2.08** 0.125 1.68*
GDP forecast error 0.284 4.05*** 0.270 3.62***
Months till election

non-Eurozone -0.001 -0.05 1995-1997 -0.006 -0.69
Eurozone -0.014 -3.39*** 1998-2003 -0.016 -3.29***

Political orientation
non-Eurozone -0.012 -1.18 1995-1997 -0.009 -0.73
Eurozone -0.013 -1.71* 1998-2003 -0.016 -1.82*

Coalition government
non-Eurozone 0.133 0.11 1995-1997 2.049 3.03***
Eurozone 0.746 2.15** 1998-2003 0.761 2.25**

Minority government
non-Eurozone -0.377 -0.37 1995-1997 0.980 1.55
Eurozone 0.515 1.06 1998-2003 1.762 3.01***

Austria -0.146 -0.27 0.033 0.06
Belgium -0.714 -1.66* -0.601 -1.37
Denmark 0.680 0.30
Finland -0.529 -1.08 -0.416 -0.88
France 0.252 0.62 0.399 0.93
Germany -0.025 -0.06 0.114 0.26
Greece 0.869 1.66* 1.409 2.92***
Ireland 0.185 0.23 -0.594 -0.74
Italy 0.107 0.23 0.279 0.58
Japan 1.201 0.97
Luxembourg -1.839 -3.26*** -1.717 -3.03***
Netherlands -0.455 -1.04 -0.315 -0.71
Portugal 0.233 0.50 0.305 0.66
Spain -0.053 -0.18 0.125 0.41
Sweden -0.341 -0.28
United Kingdom 0.564 1.11
USA 2.274 2.48**
1995 -0.565 -1.78* -1.905 -2.90***
1996 -0.876 -3.37*** -2.451 -3.72***
1997 -0.899 -2.98*** -2.510 -3.65***
1998 -0.860 -3.27*** -1.117 -3.97***
1999 -1.385 -5.01*** -1.671 -5.54***
2000 -0.466 -1.57 -0.406 -1.31
2001 0.380 1.35 0.259 0.88
2002 0.237 0.84 -0.020 -0.07
R² 0.6166 0.6681
Obs. 249 181
Test for unbiasednessa 71.0*** 51.0***

Statistically significant coefficients are indicated by *, **, and *** at 10, 5, and 1 percent level, respectively.

aSignificance of country effects



Postgraduate Research Programme
“Capital Markets and Finance in the Enlarged Europe”

Working Paper Series

No. 1/2001 The Problem of Optimal Exchange Rate Systems For Central European
Countries, Volbert Alexander.

No. 2/2001 Reaktion des deutschen Kapitalmarktes auf die Ankündigung und
Verabschiedung der Unternehmenssteuerreform 2001, Adam Gieralka /
Agnieszka Drajewicz, FINANZ BETRIEB, 2001.

No. 3/2001 Trading Volume and Stock Market Volatility: The Polish Case, Martin T. Bohl /
Harald Henke, International Review of Financial Analysis, 2003.

No. 4/2001 The Valuation of Stocks on the German “Neuer Markt” in 1999 and 2000,
Gunter Fischer, FINANZ BETRIEB, 2001.

No. 5/2001 Privatizing a Banking System: A Case Study of Hungary, István Ábel / Pierre L.
Siklos.

No. 6/2001 Periodically Collapsing Bubbles in the US Stock Market? Martin T. Bohl,
International Review of Economics and Finance, 2003.

No. 7/2001 The January Effect and Tax-Loss Selling: New Evidence from Poland, Harald
Henke, Eurasian Review of Economics and Finance (forthcoming).

No. 8/2001 Forecasting the Exchange Rate. The Model of Excess Return Rate on Foreign
Investment, Michał Rubaszek / Dobromił Serwa, Bank i Kredyt, 2001.

No. 1/2002 The Influence of Positive Feedback Trading on Return Autocorrelation:
Evidence for the German Stock Market, Martin T. Bohl / Stefan Reitz. in:
Stephan Geberl, Hans-Rüdiger Kaufmann, Marco Menichetti, Daniel F.
Wiesner, eds., Aktuelle Entwicklungen im Finanzdienstleistungsbereich,
Physica-Verlag, Heidelberg.

No. 2/2002 Tax Evasion, Tax Competition and the Gains from Nondiscrimination: The Case
of Interest Taxation in Europe, Eckhard Janeba / Wolfgang Peters, The
Economic Journal, 1999 (Reprint).

No. 3/2002 When Continuous Trading is not Continuous: Stock Market Performance in
Different Trading Systems at the Warsaw Stock Exchange, Harald Henke.

No. 4/2002 Redistributive taxation in the era of globalization: Direct vs. representative
democracy, Silke Gottschalk / Wolfgang Peters, International Tax and Public
Finance, 2003.

No. 5/2002 Sustainability of public finances at the state level: Indicators and empirical
evidence for the German Länder, Helmut Seitz.

No. 6/2002 Structure and Sources of Autocorrelations in Portfolio Returns: Empirical
Investigation of the Warsaw Stock Exchange, Bartosz Gębka, International
Review of Financial Analysis (forthcoming).

No. 7/2002 The Overprovision Anomaly of Private Public Good Supply, Wolfgang Buchholz
/ Wolfgang Peters, Journal of Economics, 2001 (Reprint).



No. 8/2002 EWMA Charts for Monitoring the Mean and the Autocovariances of Stationary
Processes, Maciej Rosołowski / Wolfgang Schmid, Sequential Analysis, 2003.

No. 9/2002 Distributional Properties of Portfolio Weights, Yarema Okhrin / Wolfgang
Schmid.

No. 10/2002 The Present Value Model of US Stock Prices Redux: A New Testing Strategy
and Some Evidence, Martin T. Bohl / Pierre L. Siklos, Quarterly Review of
Economics and Finance, 2004.

No. 11/2002 Sequential Methods for Detecting Changes in the Variance of Economic Time
Series, Stefan Schipper / Wolfgang Schmid, Sequential Analysis, 2001
(Reprint).

No. 12/2002 Handelsstrategien basierend auf Kontrollkarten für die Varianz, Stefan Schipper
/ Wolfgang Schmid, Solutions, 2001 (Reprint).

No. 13/2002 Key Factors of Joint-Liability Loan Contracts: An Empirical Analysis, Denitza
Vigenina / Alexander S. Kritikos, Kyklos, 2005.

No. 14/2002 Monitoring the Cross-Covariances of a Multivariate Time Series, Przemysław
Śliwa / Wolfgang Schmid, Metrika, 2004.

No. 15/2002 A Comparison of Several Procedures for Estimating Value-at-Risk in Mature
and Emerging Markets, Laurenţiu Mihailescu.

No. 16/2002 The Bundesbank’s Inflation Policy and Asymmetric Behavior of the German
Term Structure, Martin T. Bohl / Pierre L. Siklos, Review of International
Economics, 2004.

No. 17/2002 The Information Content of Registered Insider Trading under Lax Law
Enforcement, Tomasz P. Wiśniewski / Martin T. Bohl, International Review of
Law and Economics (forthcoming).

No. 18/2002 Return Performance and Liquidity of Cross-Listed Central European Stocks,
Piotr Korczak / Martin T. Bohl, Emerging Markets Review (forthcoming).

No. 1/2003 When Continuous Trading Becomes Continuous, Harald Henke, Quarterly
Review of Economics and Finance (forthcoming).

No. 2/2003 Volume Shocks and Short-Horizon Stock Return Autocovariances: Evidence
from the Warsaw Stock Exchange, Bartosz Gębka, Applied Financial
Economics (forthcoming).

No. 3/2003 Institutional Trading and Return Autocorrelation: Empirical Evidence on Polish
Pension Fund Investors’ Behavior, Bartosz Gębka / Harald Henke / Martin T.
Bohl, Global Finance Journal (forthcoming).

No. 4/2003 Insiders’ Market Timing and Real Activity: Evidence from an Emerging Market,
Tomasz P. Wisniewski.

No. 5/2003 Financial Contagion: Empirical Evidence on Emerging European Capital
Markets, Dobromił Serwa / Martin T. Bohl, Economic Systems (forthcoming).

No. 6/2003 A Sequential Method for the Evaluation of the VaR Model Based on the Run
between Exceedances, Laurenţiu Mihailescu, Allgemeines Statistisches Archiv,
2004.



No. 7/2003 Do Words Speak Louder Than Actions? Communication as an Instrument of
Monetary Policy, Pierre L. Siklos / Martin T. Bohl.

No. 8/2003 Aktienhaussen der 80er und 90er Jahre: Waren es spekulative Blasen? Martin
T. Bohl, Kredit und Kapital, 2003.

No. 9/2003 Institutional Traders’ Behavior in an Emerging Stock Market: Empirical
Evidence on Polish Pension Fund Investors, Svitlana Voronkova / Martin T.
Bohl, Journal of Business Finance and Accounting (forthcoming).

No. 10/2003 Modeling Returns on Stock Indices for Western and Central European Stock
Exchanges - a Markov Switching Approach, Jędrzej Białkowski, South-Eastern
Europe Journal of Economics (forthcoming).

No. 11/2003 Instability in Long-Run Relationships: Evidence from the Central European
Emerging Stock Markets, Svitlana Voronkova, International Review of Financial
Analysis, 2004.

No. 12/2003 Exchange Market Pressure and Official Interventions: Evidence from Poland,
Szymon Bielecki.

No. 13/2003 Should a portfolio investor follow or neglect regime changes? Vasyl Golosnoy /
Wolfgang Schmid.

No. 14/2003 Sequential Monitoring of the Parameters of a One—Factor Cox—Ingersoll—
Ross Model, Wolfgang Schmid / Dobromir Tzotchev, Sequential Analysis,
2004.

No. 15/2003 Consolidation of the Polish Banking Sector: Consequences for the Banking
Institutions and the Public, Olena Havrylchyk, Economic Systems, 2004.

No. 16/2003 Do Central Banks React to the Stock Market? The Case of the Bundesbank,
Martin T. Bohl / Pierre L. Siklos / Thomas Werner.

No. 17/2003 Reexamination of the link between insider trading and price efficiency, Tomasz
P. Wisniewski, Economic Systems, 2004.

No.18/2003 The Stock Market and the Business Cycle in Periods of Deflation, (Hyper-)
Inflation, and Political Turmoil: Germany 1913 – 1926, Martin T. Bohl / Pierre L.
Siklos, in: Richard C.K. Burdekin, Pierre L. Siklos, eds., Deflation. Current and
Historical Perspectives, Cambridge University Press.

No. 19/2003 Revision Policy for the Two Assets Global Minimum Variance Portfolio, Vasyl
Golosnoy.

No. 20/2003 Price Limits on a Call Auction Market: Evidence from the Warsaw Stock
Exchange, Harald Henke / Svitlana Voronkova, International Review of
Economics and Finance (forthcoming).

No. 21/2003 Efficiency of the Polish Banking Industry: Foreign versus Domestic Banks,
Olena Havrylchyk.

No. 22/2003 The Distribution of the Global Minimum Variance Estimator in Elliptical Models,
Taras Bodnar / Wolfgang Schmid.

No. 23/2003 Intra- and Inter-regional Spillovers between Emerging Capital Markets around
the World, Bartosz Gębka / Dobromił Serwa.



No. 24/2003 The Test of Market Efficiency and Index Arbitrage Profitability on Emerging
Polish Stock and Futures Index Markets, Jędrzej Białkowski / Jacek
Jakubowski.

No. 1/2004 Firm-initiated and Exchange-initiated Transfers to Continuous Trading:
Evidence from the Warsaw Stock Exchange, Harald Henke / Beni Lauterbach,
Journal of Financial Markets (forthcoming).

No. 2/2004 A Test for the Weights of the Global Minimum Variance Portfolio in an Elliptical
Model, Taras Bodnar / Wolfgang Schmid.

No. 3/2004 Testing for Financial Spillovers in Calm and Turmoil Periods, Jędrzej Białkowski
/ Martin T. Bohl / Dobromił Serwa.

No. 4/2004 Do Institutional Investors Destabilize Stock Prices? Emerging Market’s
Evidence Against a Popular Belief, Martin T. Bohl / Janusz Brzeszczyński,
Journal of International Financial Markets, Institutions & Money (forthcoming).

No. 5/2004 Do Emerging Financial Markets React to Monetary Policy Announcements?
Evidence from Poland, Dobromił Serwa.

No. 6/2004 Natural Shrinkage for the Optimal Portfolio Weights, Vasyl Golosnoy.

No. 7/2004 Are Financial Spillovers Stable Across Regimes? Evidence from the 1997 Asian
Crisis, Bartosz Gębka / Dobromił Serwa, Journal of International Financial
Markets, Institutions & Money (forthcoming).

No. 8/2004 Managerial Ownership and Informativeness of Accounting Numbers in a
European Emerging Market, Adriana Korczak.

No. 9/2004 The individual stocks arbitrage: Evidence from emerging Polish market, Jędrzej
Białkowski / Jacek Jakubowski.

No. 10/2004 Financial Contagion, Spillovers, and Causality in the Markov Switching
Framework, Jędrzej Białkowski / Dobromił Serwa, Quantitative Finance
(forthcoming).

No. 11/2004 Foreign Acquisitions and Industry Wealth Effects of Privatisation: Evidence
from the Polish Banking Industry, Martin T. Bohl / Olena Havrylchyk / Dirk
Schiereck.

No. 12/2004 Insiders and the Law: The Impact of Regulatory Change on Insider Trading,
Aaron Gilbert / Alireza Tourani-Rad / Tomasz Piotr Wisniewski.

No. 13/2004 Do Insiders Crowd Out Analysts? Aaron Gilbert / Alireza Tourani-Rad / Tomasz
Piotr Wisniewski.

No. 14/2004 Measuring the Probability of Informed Trading: Estimation Error and Trading
Frequency, Harald Henke.

No. 15/2004 Discount or Premium? New Evidence on the Corporate Diversification of UK
Firms, Rozalia Pal / Martin T. Bohl.

No. 16/2004 Surveillance of the Covariance Matrix of Multivariate Nonlinear Time Series,
Przemysław Śliwa / Wolfgang Schmid, Statistics (forthcoming).

No. 17/2004 Specialist Trading and the Price Discovery Process of NYSE-Listed Non-US
Stocks, Kate Phylaktis / Piotr Korczak.



No. 18/2004 The Impact of Regulatory Change on Insider Trading Profitability: Some Early
Evidence from New Zealand, Aaron Gilbert / Alireza Tourani-Rad / Tomasz
Piotr Wisniewski.

No. 19/2004 Macroeconomic Uncertainty and Firm Leverage, Christopher F. Baum /
Andreas Stephan / Oleksandr Talavera.

No. 20/2004 Is the close bank-firm relationship indeed beneficial in Germany? Adriana
Korczak / Martin T. Bohl.

No. 21/2004 International Evidence on the Democrat Premium and the Presidential Cycle
Effect, Martin T. Bohl / Katrin Gottschalk.

No. 22/2004 Technological Change, Technological Catch-up, and Capital Deepening:
Relative Contributions to Growth and Convergence During 90's. A Comment,
Oleg Badunenko / Valentin Zelenyuk.

No. 23/2004 The Distribution and Heterogeneity of Technical Efficiency within Industries –
An Empirical Assessment, Michael Fritsch / Andreas Stephan.

No. 24/2004 What Causes Cross-industry Differences of Technical Efficiency? – An
Empirical Investigation, Michael Fritsch / Andreas Stephan.

No. 25/2004 Correlation of Order Flow and the Probability of Informed Trading, Harald
Henke.

No. 1/2005 Steht der deutsche Aktienmarkt unter politischem Einfluss? Martin T. Bohl /
Katrin Gottschalk, FINANZ BETRIEB (forthcoming).

No. 2/2005 Optimal Investment Decisions with Exponential Utility Function, Roman Kozhan
/ Wolfgang Schmid.

No. 3/2005 Institutional Investors and the Information Content of Earnings Announcements:
The Case of Poland, Piotr Korczak / Amir Tavakkol, Economic Systems, 2004.

No. 4/2005 Regional Disparities in the European Union: Convergence and Agglomeration,
Kurt Geppert / Michael Happich / Andreas Stephan.

No. 5/2005 Do Eurozone Countries Cheat with their Budget Deficit Forecasts? Tilman
Brück / Andreas Stephan.

Working papers can be downloaded from the Postgraduate Research Programme’s
homepage http://viadrina.euv-frankfurt-o.de/gk-wiwi.

http://viadrina.euv-frankfurt-o.de/gk-wiwi

	Do Eurozone Countries Cheat with their Budget Deficit Foreca
	text.pdf
	1. Introduction
	2. Hypotheses
	3. Method
	4. Data
	5. Results
	6. Conclusion
	Bibliography
	Table 1: Descriptive Statistics for Deficit Forecast Errors
	Table 2: Regression Results (Weighted Least Squares)

	liste papers.pdf
	Working Paper Series
	No. 20/2004 Is the close bank-firm relationship indeed benef


