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Table 1. Correlations between relative labor incomes and dividends, and implied 
locally held equity shares 

                                     US          Japan        Germany     France         UK            Italy         Canada    

(a) Unconditional correlations 
, )t t tCorr( w l d 0.73  0.59  0.70 0.77 -0.24 0.89 0.28 

(.12) (.08) (.14) (.12) (.12) (.02) (.11)

(b) Conditional correlations based on terms of trade measure given by relative GDP deflators 
, )

t t t tqCorr ( w l d -0.17 -0.75 -0.69 -0.39 -0.71 -0.26 -0.22 

(.15) (.05) (.10) (.07) (.11) (.19) (.16) 

Implied locally held 
equity share i

iS 0.58 1.03 0.50 0.51 0.68 0.34 0.18 
(.17) (.16) (.09) (.23) (.13) (.24) (.14) 

(c) Conditional correlations based on terms of trade measure given by relative export prices 
, )

t t t tqCorr ( w l d -0.27 -0.61 -0.22 -0.25 -0.74 0.87 -0.50 

(.18) (.09) (.22) (.15) (.08) (.03) (.13) 

Implied locally held 
equity share i

iS 0.84 1.22 0.41 0.50 2.58 -1.73 1.61 
(.31) (.29) (.30) (.35) (.51) (.21) (.59) 

Notes  
, )t t tCorr( w l d : correlation between relative labor income and the relative dividend income in a 

given country (compared to total labor income and total dividend in remaining G7 countries).   
, )

t t t tqCorr ( w l d : correlation between components of relative labor income and the relative 

dividend income that are orthogonal to terms of trade.  

The data are annual, 1984-2004. Figures in parentheses are standard errors (based on GMM). See 
text for further explanations. 

37

 Table 3. Model predictions: dynamic properties                   
                                                                          Shocks to:  
                                                                         , F
                                                                   , F , F     , F               Data (G7)
                                                                                                                         
                                                                                (1)            (2)            (3)                               (4)
Standard deviations (%) 
GDP                                            1.87  1.65 0.88  2.07  
Consumption 0.76 0.49 0.57  1.54  
Investment 8.26 4.73 6.77  6.89 
Hours worked 1.31 0.63 1.14  1.89 
Net exports 1.07 0.24 1.05  1.14 

(Net foreign assets) 2.21 1.39 1.72  3.23 
(Net foreign bond assets) 5.32 3.69 3.82  2.20 
(Net foreign equity assets)  3.13 2.31 2.11  2.97 

Net bond purchases 3.23 2.39 2.18  1.71 
Net equity purchases 3.23 2.39 2.18  1.38 
Real exchange rate 1.38 0.60 1.24  8.38 
Correlations with domestic GDP 
Consumption               0.38 0.81 -0.22  0.78   
Investment 0.71 0.95 0.59  0.85 
Hours worked 0.61 0.81 0.65  0.83  
Net exports -0.07 0.06 -0.17  -0.39 

(Net foreign assets) -0.26 -0.32 -0.20  -0.22 
(Net foreign bond assets) -0.24 -0.30 -0.17  -0.24 
(Net foreign equity assets) 0.23 0.28 0.15  -0.02 

Net bond purchases  -0.27 -0.30 -0.22  -0.22  
Net equity purchases 0.27 0.30 0.22  -0.03 
Real exchange rate -0.22 -0.52 -0.07  0.12 
Cross-country correlations 
Output 0.17 0.30 -0.28  0.49   
Consumption 0.58 0.81 0.42  0.46    
Investment -0.37 0.25 -0.67  0.27 
Hours worked 0.18 0.15 0.19  0.43 
Autocorrelations      
GDP 0.59 0.55 0.76  0.74 

(Net foreign assets) 0.12 -0.03 0.21  -0.01 
(Net foreign bond assets) 0.04 -0.07 0.15  0.14 
(Net foreign equity assets) -0.00 -0.10 0.10  0.02 

Net bond purchases 0.07 -0.06 0.23  0.32 
Net equity purchases 0.07 -0.06 0.23  0.23 
Other correlations 

(Net foreign equity assets) &    
(Net foreign bond assets) -0.99 -0.99 -0.99  -0.27 

Net bond purchases &  
Net equity purchases -1.00 -1.00 -1.00  -0.68 

Notes--The following variables are normalized by domestic GDP: Net exports, (Net foreign 
assets), (Net foreign bond assets), (Net foreign equity assets), Current account, Net bond 
purchases, Net equity purchases. GDP, Investment and the Real exchange rate (CPI-based) are 
logged. All variables are Hodrick-Prescott filtered. The empirical measure of consumption is 
non-durables plus services expenditures (from OECD National Accounts). The Real exchange 
rate measure is based on relative prices indices of non-durables and services consumption.  




