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Appendix

A. 1: Variable definitions and sources

Variable definition: Source:

US and euro area macroeconomic news/shocks – surprise 
components of macroeconomic announcements on days when 
they are released, for 12 US macroeconomic variables and 38 
euro area variables 

Reuters, MMS, S&P 
International, Bloomberg 

US monetary policy shocks – change of the Fed funds futures 
rates in the 30 minutes around FOMC policy announcements on 
FOMC meeting days 

Gürkaynak, Sack, and 
Swanson (2005) 

Exchange rates – Log changes in daily spot exchange rates 
against the US dollar or NEER

Bloomberg, BIS, 
Datastream and national 
sources

Trade – the sum of imports and exports of goods and services 
between country i and the United States or the rest of the world 
(ROW), as a ratio of GDPs of country i and the US or ROW 

IFS, IMF 

FDI stocks – sum of FDI asset and liability holdings between 
country i and the United States or the rest of the world, as a 
ratio of GDPs of country i and the US or ROW 

UNCTAD 

Portfolio equity and portfolio debt stocks – sum of asset and 
liability holdings, averaged over 2001-2003, between country i
and the United States or the rest of the world, as a ratio of 
GDPs of country i and the US or ROW 

Coordinated Portfolio 
Investment Survey (CPIS), 
IMF

Cross-border loans – sum of asset and liability holdings of 
claims of banks between country i and the United States or the 
rest of the world, as a ratio of GDPs of country i and the US or 
ROW

International Locational 
Banking Statistics (ILB), 
BIS

Stock market capitalization – stock market capitalization 
relative to domestic GDP 

Datastream and IFS 

Exchange rate regime – dummy equal to zero if a country’s de 
facto exchange rate is fixed and one if it is de facto flexible 

Shambaugh (2004), Klein 
and Shambaugh (2006), 
checked for consistency 
with Reinhart and Rogoff 
(2004), author’s additions 

GDP correlation – bilateral correlation of annual real GDP 
growth rates between a particular country and the United States 
over the period 1980-2003 

IFS, IMF and OECD 
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Figure 1: Distribution of US shocks on bilateral US dollar exchange rates 
A.   All exchange rates 
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B.   Only flexible exchange rates 
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Notes: The figure shows the distribution of the coefficient  of the effect of US shocks on the 64 bilateral US dollar 
exchange rates in the sample, based on model (1). The vertical axis shows how many of the exchange rate’s 
responses are in a particular coefficient bin. 
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Figure 2: Share and weight of floating currencies in US dollar NEER (in %) 
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Notes: The light/green line in the figure shows the evolution of the share of floating currencies – defined as 
countries with either de facto managed floats or de facto free floats – as a percentage of all 64 currencies 
included in the analysis.  The dark/red line shows the combined weight of all de facto floating currencies in 
the US dollar NEER basket. 
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Figure 3: Evolution of mean and heterogeneity of effects of US shocks 
A.   All exchange rates 
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B.   Only flexible exchange rates 
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Notes: The figure shows the mean (light/green line) and the standard deviation/heterogeneity (dark/red line) of the 
coefficients for US shocks across the 64 bilateral US dollar exchange rates in the sample. The coefficients are time-
varying, based on a recursive estimation of model (1) for each currency, adding one year of data sequentially. 
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Figure 5: Time-varying parameters estimates – USD/EUR exchange rate
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Notes: The figure shows the coefficients for US shocks on the bilateral US dollar-euro exchange rate, 
estimating model (1) recursively by adding one year of data sequentially. 
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Table 2: Effects of US shocks on US dollar and euro 

Bilateral

USD/EUR USD USD EUR
excl. EUR

1. Monetary policy
Monetary policy -4.262 1.344 0.613 -1.108

(0.884)*** (0.474)*** (0.533) (0.394)***
2. Real activity
Industrial production -0.389 0.222 0.182 -0.181

(0.136)*** (0.089)** (0.104)* (0.090)**
GDP -0.605 0.034 -0.108 -0.183

(0.151)*** (0.098) (0.122) (0.100)*
NF payroll employment -0.299 0.047 -0.015 -0.055

(0.056)*** (0.025)* (0.029) (0.025)**
Unemployment 0.968 -0.226 -0.040 0.265

(0.321)*** (0.154) (0.171) (0.148)*
Retail sales -0.086 -0.004 -0.023 -0.004

(0.074) (0.031) (0.033) (0.026)
Workweek -0.778 -0.068 -0.280 -0.156

(0.931) (0.287) (0.471) (0.348)

3. Confidence / forward-looking
NAPM / ISM -0.087 0.008 -0.011 -0.025

(0.024)*** (0.014) (0.017) (0.013)*
Consumer confidence -0.022 0.006 0.002 -0.009

(0.008)*** (0.005) (0.006) (0.004)**
Housing starts -0.001 0.001 0.000 0.000

(0.001)* (0.000)* (0) (0)
4. Prices
CPI 0.139 0.231 0.324 0.084

(0.344) (0.177) (0.213) (0.185)
PPI 0.090 0.066 0.101 -0.051

(0.118) (0.069) (0.079) (0.058)
5. Net exports
Trade balance -0.144 0.035 0.008 -0.026

(0.025)*** (0.012)*** (0.014) (0.012)**

Observations 5537 5525 5525 5525

NEER

Notes: Coefficient estimates are based on model (1). ***, **, * indicate statistical significance at the 
99%, 95% and 90% levels, respectively. 
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Table 3: Effect of US shocks – contributions to a 1% US NEER change   
(in %) 

Bilateral NEER
exchange rates

Industrialised countries:
Euro area 3.19 1.23
Canada 0.56 -0.69
Japan 1.87 1.01
UK 1.74 -0.48
Switzerland 3.22 0.62
Australia 0.87 -1.01
Sweden 1.18 0.49

Emerging market countries:
China 0.05 -0.99
Mexico -1.29 -0.62
Korea 0.38 -0.48
Taiwan 0.07 0.02
Malaysia 0.17 -1.22
Singapore 0.23 -0.08
Hong Kong -0.04 -0.99
Brazil 1.44 0.69
Thailand 0.54 -0.13
India 0.09 -1.40
Israel 0.31 -1.05
Russia 1.59 1.67
Indonesia 0.35 -0.53
Philippines 0.33 -0.73
Saudi Arabia 0.00 n/a
Chile -0.36 -1.34
Argentina -0.13 -1.48
Venezuela -0.15 n/a
Colombia 0.24 n/a

Notes: The table shows the response of each bilateral exchange rate and each country’s NEER to a one-
standard-deviation shock to each of the 13 US macroeconomic and monetary policy variables. All of 
the shocks are included so as to induce a depreciation of the US dollar/appreciation of the foreign 
currency. The responses are then scaled so as to account together for a 1% depreciation in the US dollar 
NEER.
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Table 6: Effects of euro area shocks on US dollar/euro exchange rate 

US SHOCKS

1. Monetary policy
Monetary policy -4.262 *** 0.884 -4.269 *** 0.877

2. Real activity
Industrial production -0.389 *** 0.136 -0.381 *** 0.139
GDP -0.605 *** 0.151 -0.630 *** 0.156
NF payroll employment -0.299 *** 0.056 -0.292 *** 0.056
Unemployment 0.968 *** 0.321 0.981 *** 0.323
Retail sales -0.086 0.074 -0.088 0.075
Workweek -0.778 0.931 -0.622 0.907

3. Confidence / forward-looking

NAPM / ISM -0.087 *** 0.024 -0.082 *** 0.023
Consumer confidence -0.022 *** 0.008 -0.022 *** 0.008
Housing starts -0.001 * 0.001 -0.001 * 0.000

4. Prices

CPI 0.139 0.344 0.183 0.338
PPI 0.090 0.118 0.114 0.119

5. Net exports
Trade balance -0.144 *** 0.025 -0.142 *** 0.026

EURO AREA SHOCKS

A.  Euro area
Monetary policy euro area 0.912 ** 0.421
Business climate euro area 0.145 *** 0.056
CPI euro area -2.569 *** 0.775
B.   Germany
Ifo business confidence Germany 0.101 ** 0.044
M3 Germany 0.042 * 0.023
PPI Germany 0.380 * 0.215
C.   France
Industrial production France 0.099 ** 0.045
Unemployment France -0.087 *** 0.018
D.  Italy
Industrial orders Italy 0.026 ** 0.011
Trade balance Italy 0.021 ** 0.009

Observations 5537 5537

Model with US shocks

euro area shocks
& without & with

euro area shocks

Notes: The coefficients of the left-hand column are those based on the benchmark model (1) including only US 
shocks. The coefficients of the right-hand column include in addition to the US shocks also a broad set of 38 euro 
area shocks (both for the euro area as an aggregate and for its three largest individual economies). Note that for 
euro area shocks only those 10 shocks are shown in the table that are statistically significant. ***, **, * indicate 
statistical significance at the 99%, 95% and 90% levels, respectively. 



51
ECB

Working Paper Series No 835
November 2007

Table 7: Channels – role of monetary policy 

1. Monetary policy
Monetary policy -0.167 0.183 0.035 0.586

2. Real activity
Industrial production -0.231 *** 0.083 0.061 0.111
GDP -0.385 *** 0.097 -0.095 0.084
NF payroll employment -0.200 *** 0.031 -0.013 0.035
Unemployment 0.686 *** 0.176 -0.188 0.171
Retail sales -0.050 0.036 -0.018 0.059
Workweek -0.381 0.285 0.284 0.264

3. Confidence / forward-looking
NAPM / ISM -0.055 *** 0.013 0.001 0.010
Consumer confidence -0.014 ** 0.005 0.004 0.006
Housing starts 0.000 0.000 0.000 0.000

4. Prices
CPI -0.018 0.186 0.047 0.229
PPI 0.075 0.058 -0.077 0.057

5. Net exports
Trade balance -0.054 *** 0.013 0.025 0.015

Observations
Countries

153624
43

interest rate diff.
US shock with

Interest rate differential

US shock  1 Interaction     

Notes: The parameter estimates are based on model (3), including only countries and time periods with de facto 
flexible exchange rates. ***, **, * indicate statistical significance at the 99%, 95% and 90% levels, respectively. 
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