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Exposure to U.S. differs across
countries and changes over time
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S. response to U.S. monetary
nocks changes over time

1.00 Response of U.S. GDP to monetary shock, 1965-1990
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Monetary contractions preceded
earlier U.S. recessions

Monetary shock
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Fed funds rate itself exhibits time-

varying correlation with GDP

o5 Response of U.S. GDP to change in fed funds, 1965-1990

2.0 —
1.5 —
1.0 —
0.5 —
0.0

-0.5
-1.0

1.5 i 5 3 i 5 6 7 8 9 10 11 12

2.5

2.0
1.5 —
1.0 —
0.5 —
0.0

-0.5
-1.0
-1.5 ]




