[ ] 2% W

H32¢ M4z (S H1092)

RAIIAHST BizkAH] SEIR U

Asset Prices and Consumption Dynamics in Korea

Kim, Young Il
(Associate Research Fellow, Korea Development Institute)

* 2l TARTIAHESO0] QIZEAaH|of OjX|l= 21 24, (FHMATAIZ|= 2009-08, SH=7HUATH,
2009) 22 7| W7tE |NE £F - 22ATH AY.

*x P (e—mail) yikim@kdi.re.kr, (address) Korea Development Institute, 49 Hoegiro,
Dongdaemun—gu, Seoul, Korea

« Key Word: 27} 2(asset price), T17HAH(consumption), 9] &I wealth effect), L2 (error
correction model)

JEL Code: G10, E21

* Received: 2010. 6. 21 * Referee Process Started: 2010. 6. 29

Referee Reports Completed: 2010. 12. 30




ABSTRACT

This paper examines consumption dynamics in relation to asset prices in Korea. Empirical
analysis based on the error correction model shows that personal consumption is affected by
changes in asset prices but the consumption converges to the long-run level of consumption
corresponding to the total income flow in two years. This adjustment in consumption implies
that the consumption error, reflected in the error correction term, should have predictability
for the future consumption growth during the adjustment period. It is found that the error
correction term has a long-run predictability for consumption over up to about 3 years; thus,
confirming the error correction model. It is also found that housing prices have larger effects
on consumption compared with stock prices in Korea. In addition, the effects of income and
asset prices on consumption show bigger effects during contractionary period than
expansionary period in business cycles.

This paper also analyzes effects of asset wealth that reflects changes in both price and
quantity. It is found that asset wealth has a long-run effect on consumption in addition to
total income as determinants of consumption. Since wealth effects usually indicate the
long-run effect of changes in asset wealth on consumption that is not explained by labor
income, which is the proxy for human source of wealth, it is estimated with labor income
used as a control variable. According to the estimation, the marginal propencity to consume
out of asset wealth is approximately 2%. It means that 1,000won increase in asset wealth
may lead to 20 won increase in consumption.
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[Figure 1] Responses of Consumption to a Permanent Increase in Wealth: with
Different Values of +,
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[Figure 2] Stock Market Returns and Changes in Consumer Sentiment Index

Q-Q, % Q-Q
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Note: The Consumer Sentiment Index in 2008Q3 is the average of those in July and August.
Source: National Statistical Office, Korea Exchange.
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{Table 1> Correlation among Income Growth, Consumption Growth,

Stock Returns and Housing Returns (1987. 1/4~2008. 2/4)
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[Figure 3] Real Income and Real Consumption
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[Figure 4] Real Stock Price and Real Housing Price
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(Table 2> Augmented Dickey—Fuller Statistics: Including Trends

(1986. 1/4~2008. 4/4)

Dickey-Fuller t-Statistic

Critical Values

Lag=1 Lag=2 Lag=3 Lag=4 5% 10%
In(0) -1.40 -1.41 -1.39 -1.35 -3.46 -3.16
In(Y) -1.82 -1.83 -1.81 -1.80 -3.46 -3.16
In(SP) -3.36 -3.78 -4.06 -3.26 -3.46 -3.16
In(HP) -1.73 -1.70 -1.87 -1.50 -3.46 -3.16




{Table 3> Estimation of Long—run Equation for Consumption

Sample Period Constant Income Stock Price |Housing Price| Adjusted- R*(%)
1987. 1/4-2007. 4/4 (se:-ol.2)3826)*** (0.(1)'1(112)36** (0(())1022)1* (0.8'205)2** 6
1992, 1/4-2007. 44 (0?2'2(1))9** (0.8'2826)1** (0.86082)1** (o.gioss)i** 998
o w20 12 oo
2000 2007 44 ey | i | ot | oiee) | O

Note: *** **  * indicate significant levels at 1%,
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[Figure 5] Elasticity of Consumption to Stock Price with Two—standard—

error Confidence Interval
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[Figure 6] Elasticity of Consumption to House Price with Two—standard—
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{Table 4> Estimation of Short—run Equation for Consumption

SPaeTiziie const. Ay, Asp Asp(—1) Ahp ect(—1) Aj;g:(z;i-
1986. 0.137 0.829 -0.031 0.264 -0.284 63.1
2/4~ | (1.986)** |(11.053)***|(-31.000)*** (4.190)*** |(-5.164)***

M 2008. 0.084 0.708 0.023 0.230 -0.246 66.4
2/4 (1.127) | (8.962)*** (2.300)** | (3.485)*** |(-4.316)*** '
1992. 0.170 0.982 -0.046 0.292 -0.313 749
1/4~ | (2.329)** |(11.159)**%* | (-3.833)%** (3.650)%** |(-4.815)***

@ 2008. 0.085 0.858 0.018 0.223 -0.229 69.3
2/4 (1.104) | (8.667)*** (1.385) | (2.372)** |(-3.053)*** ’
1988. | -0.117 0.409 -0.013 0.091 -0.486 44
1/4~ | (-0.944) | (4.544)*** | (-1.083) (1.820)* |(-4.585)***

® 1997. | -0.115 0.397 -0.004 0.088 -0.480 403
2/4 (-0.913) | (4.223)*** (-0.308) | (1.760)* |(-4.211)%** '
2000. 0.556 0.103 0.019 0.170 -0.142 537
1/4~ |(4277)*** | (0.981) (1.583) (1.868)* | (-2.367)**

@ 2008. 0.483 0.191 0.005 0.191 -0.151 496
24 | (3.578)%¥* | (2.504)%*+ (0.455) (1.969)* | (-2.288)** ’

Note: Numbers in parentheses are t-values. ***  *%
respectively.
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[Figure 7] Response of Consumption to 1% Permanent Increase in
Asset Returns(1986. 2/4~2008. 2/4)
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[Figure 8] Response of Consumption to One Standard Deviation Increase in
Asset Returns(1986. 2/4~2008. 2/4)
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{Table 5> Long—horizon Predictability of Consumption with Error Correction Term
(1986. 2/4~2004. 2/4)

Prediction Equation:In (C, , ./ C,) =0, + 0 ect, _; +n,4

Prediction

horizon 1 2 4 6 8 10 12 14 16
(kQuarters)

0, -0.21 -0.44 -0.90 -1.13 118 -1.13 -1.05 -0.91 -0.68
(t-stat) | (-2.22)%* | (-3.03)%¥*F* | (-3.95)%** | (3.94)¥** | (3.47)FFF | (2.93) | ([22.44)%* | (-1.94)** | (-1.34)
Adjusted-

) 42 8.5 145 14.7 11.8 8.7 6.0 3.5 1.1
R (%)

Note: *** *% * indicate significant levels at 1%, 5% and 10% respectively.
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{Table 6> Estimation of Short—run Equation for Consumption with Business

Conditions Included

1986 2/4~ | 1988, 24~ | 1992 2/4~ | 1986. 24~ | 1988, 2/4~ | 1992 2id~
2008. 24 | 2008 24 | 2008 24 | 2008. 24 | 2008. 24 | 2008. 2/4
Constant 20,001 0.000 0.002 0.000 0.001 0.003
(t-stat) (0455) | (0.135) | (0.601) 0018) | (0279 | (1.085)
] 0014 0012 0.009 0013 0011 0.008
@530 | (3759 | Q44T | @072 | (3354 | (1818)*
0234 0263 0243 10,208 0217 0.197
ect(-1) (-5.036)%% | (ATI3)P0 | (4067)** | (1100 | (35715 | (2.94d)err
A 1,058 1.058 1075 1,019 1021 1018
o (10.583)%%* | (10395)% | (9.546)%* | (9.011y** | (8.692)** | (7326)%**
L 0,746 20,660 0,657 10,755 20,665 0,670
Yot (51360 %% | (.186)F* | (34T4)%%% | (50080 | (395T)FF* | (33230
o 0.043 0.043 0,052
(-3450)%% | (3351)F% | (:3.784)%%
0.041 0.034 0.045
d* Asp Q453 | (1914 | (147
0.022 0.022 0.029
Asp(=1) (1271) (1.245) (1395)
0,002 0,010 0.012
d*Asp(=1) 0.101) | (0485 | (-0478)
A 0376 0403 0.508 0248 0.266 0357
(4068 | (4208)% | (403F | (2666)** | (2695 | Q717
am 20262 0274 20,404 20.160 0167 0307
(2358 | (2370 | (2700 | (1417) | (1391) | (-1.915)*
Adjusted- 7(%) 717 78.6 803 76.0 76.0 79.5

Note: *** ** * indicate significant level at 1%, 5%, 10%, respectively.

{Table 7> Responses of Consumption in Contractionary and Expansionary Periods

in Business Cycles

1986. 2/4~ | 1988. 2/4~ | 1992. 2/4~ | 1986. 2/4~ | 1988. 2/4~ | 1992. 2/4~
2008. 2/4 | 2008. 2/4 | 2008. 2/4 | 2008. 2/4 | 2008. 2/4 | 2008. 2/4
O O HJO H1T60 B 60 &6 ¢
Constant  |-0.001:0.013 [ 0.000 { 0.012 | 0.002  0.011 | 0.000 : 0.013 | 0.001 ; 0.012 | 0.003 : 0.011
N 1.058 10.313 | 1.058 : 0.398 | 1.075: 0.418 | 10191 0.264 | 1.021 : 0.355 | 1.018 ; 0.348
Asp -0.043 :-0.002 |-0.043:-0.008 -0.052-0.007
Asp(—1) 0.022 £ 0.020 | 0.022 1 0.012 | 0.029 ; 0.017
Ahp 0376 0.114|0.403 | 0.129 | 0.508  0.104 | 0.248 : 0.089 | 0.266 : 0.100 | 0.357 : 0.050
ect(-1) -0.234 -0.263 -0.243 -0.208 -0.217 -0.197
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[Figure 9] Real Stock Asset (excluding Foreign Ownership) and
Real Housing Asset (S.A, 1986. 1/4~2008. 2/4)
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[Figure 10] Real Total Asset (Stock+House) (S.A, 1986. 1/4~2008. 2/4)
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(Table 8 Augmented Dickey—Fuller Tests; Including Trends (1986. 1/4~2008. 2/4)

Dickey-Fuller t-Statistic

Critical Values

Lag=1 Lag=2

Lag=3 Lag=4 5% 10%

Log(Total Asset) -2.19 -2.10

-2.33 -1.98 -3.46 -3.16

off w2} Al tﬁ'/r:-g] %13411‘%75”5 Johansen

ASFATEL) Lage] 47}
ol thsl] Trace9} L-max

747(457;]] g y‘;:xq—g,—}uq EHE_E_

5~10% FelelA 1749 %—Z‘]lﬂi_y‘:}]

7F 9L TS AAEE Ed 3A

Lag®] ol o3t 737 Aol wp=, 3

% Lag®] o= 2700, ] A9 57
T 24 Avks sHEWArE R 7}
/e Al AARRET

me oed pe ATlEYAL
dynamic OLS(Stock and Watson[1993])&
ARgete] 4 4 Stk

LR: ¢, = ay+ oy + apa+ €

1714 ytot,tT‘} 2AFAS ]Uﬂ’ atT‘E =
IFALRE om)dit) <Table 9>5 2 7Y
o] FEel W3 =4 ARl 1997
dIMF 9891712 Z3ske Adoz
2 ERPZNN 250 WF vl

B2 10 BEolH, Al 0 By
< 5% v-/]—,*—v,_—oﬂ/ﬂ 0.04~0.05 ==

Aok 53] ARkl oigh AnjekeE A
19973 o] IMF 2]349)7|1S 3531
v} o]4F Z7K0.04—0.107)3R=H], ©]
20001 ©]$-¢] RITHAH] F7te i3l F
259 7|o=7} 7HAgE 7], AR
71Ee FHo R SEAS 7
< AR M, RS AV FE
3] AA] & A REFY g mp
2t AAA T2 2 FAA o4 o
A& F AolE B F U= 9T
497} Stk
QoA F
HEQAE F

ks
S}
E
g o5 ARG S FHTeE

N' Flf o [‘10 }-E



62 | sEBBWE /2010 IV

{Table 9> Estimation of Long—run Equation for Consumption

Sample Period Constant Income Asset(Stock+House) |  Adjusted- 7%(%)
1987. 1/4~2007. 4/4 0830 0.969 0.043 99.5
’ ' (se=0.154)*** (0.019)*** (0.018)** ’
1992. 1/4~2007. 4/4 1423 0.052 98.3
' ' (0.305)%** (0.035)** (0.023)** '
-0.842 0.976 0.040
1988. 1/4~1997. 2/4 99.9
(0.226)*** (0.009)*** (0.019)**
1.984 0.661 0.107
2000. 1/4~2007. 4/4 89.9
(1.746) (0.182)*** (0.049)**
Note: *** **  * indicate significant levels at 1%, 5% and 10% respectively.
AFEHAS }E 2ne) FHH WS 2 AwHe foldel ) Uik
48 o+ ok o2 A7ieds 18d 49 9
@142 324 Ayt ojgA gt
SR: Ac, = By + B1AY,0 .+ ByAa, AR A8 4= 9t} <Table 11> A7
+y.le oy —ay— A1Ytot,t—1 aya, ;) T = 3 @)l 4 A
+ e, £ HojFed|, -9 sig 71kl
8 a5E7hee EAH0E f94ol
o] o] tdt 4 AT= <Table 10> =2 W AAS7H] fode vl
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{Table 10> Estimation of Short—run Equation for Consumption

. Adjusted-

Sample Period Costant Ay Aa Aa(—1) ect(-1) R (%)
0.169 0.817 -0.011 -0.263 598
(1) 1986. 2/4~ (2.284)** (9.726)*** (-0.379) (-4.242)%** '
2008. 2/4 0.120 0.769 0.058 -0.226 616
(1667)F | (9.265)y+* Q0TI | (-3477)%%+ :
0.195 1.024 -0.051 -0.265 66.9
) 1992. 1/4~ (2.468)** (10.039)*** (-1.545) (-3.533)%** ’
2008. 2/4 0.120 0.924 0.052 -0.218 671
(1.558) | (9.420)k (1.625) | (2.831)% :
-0.110 0.390 0.042 -0.515 474
3) 1988. 1/4~ (-0.157) (4.588)*** (1.680) (-5.000)*** '
1997. 2/4 -0.131 0.357 0.046 -0.496 478
(1.110) | (4.103) (1.769)% | (-4.863) :
0.614 0.111 0.057 -0.083 493
4 | 2000 1= | 507y | (1009) Q.111)* (-1.566) :
( 2008. 2/4 0.531 0.226 0.029 -0.071 £33
(3.793)%% | (2306)%* (1.115) (-1224) :

Note: Numbers in
respectively.

parentheses are

t-values. ***,

*k

, * indicate significant levels at 1%, 5% and 10%

(Table 11> Estimation of Short—run Equation for Consumption with Business
Conditions Included

1986, 2/4~ | 1988, 2/4~ | 1992. 2/4~ | 1986 2/4~ | 1988, 2/4~ | 1992, 2/4~
2008. 2/4 | 2008. 2/4 | 2008. 2/4 | 2008. 2/4 | 2008. 2/4 | 2008. 2/4
Constant 20.002 20,001 20.003 20.002 20,001 20,001
(t-stat) 0963) | (0624) | (-1.086) | (-0793) | (:0456) | (:0278)
) 0.014 0012 0013 0014 0011 0.010
(B4617%%% | (3.585)%%% | (3392)%%F | (41820 | (3334p*% | (2.604)%*
20,186 -0.191 0176 0182 0178 20.170
ec(-1) (3533 | (3013)%% | (2.5607% | (3301)** | (2.802)%*% | (-2.554)%*
N 1258 1262 1328 1,153 1,156 1,194
(1223) **% | (1L87)*** | (1125)*** | (1085)%** | (10.50)%* | (9.824y**
Ay 20981 20,900 20.950 20883 20788 20.805
! (-6.483Y5%% | (:5202)%% | (4635 | (-S8ATPEE | (AT2T)EEE | (-4170)FF
.~ 20,025 20018 20,064
(0.687) | (0474) | (-1322)
0.050 0038 0.077
d*Aa (1.061) (0.759) (1238)
0.066 0.074 0.087
Aa(-1) (1.504) (1.643) (1475)
20024 -0.036 -0.049
d*Aa(-1) 0475 | (0676) | (0.734)
Adjusted- 72°(%) 7138 719 735 730 733 742

Note: Numbers in parentheses are t-values. ***, ** * indicate significant levels at 1%, 5% and 10% respectively.
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[Figure 11] Response of Consumption to 1% Permanent Increase in
Total Asset Returns (4, =—0.2 case)

Consumption
0074
0.06 1
0.05 | Target Path
0.04 1
0.03 |
0.02 1
0.01 1

0 - >
0 1 2 3 45 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 Q

Actual Path

ANE Aoz Ugteh e @7 A AME F5E eA5AA02 4
A FolEa) B0 AT A A Bl Aeshe 2%l w97
79 BEAN] FFE old] 433l 4 0= Z/HA Bk [Figwe 111& A
el Falel ZHRT AL A 27k Z7hE A Aese BEA

g 5k @9, AAZHE folN Mg AN AEE AWk o U 19

Sk 4= Qlth 1987. 1/4~2007. 4/49] FET- olygt ARt FA W A 44|
2ol thelf 43 2ol wEW, +1%] AL GAAR] EXE S ou|she
ARt g FAo] A A H3EAH] T LA} wlE e AnlETHEel i)
o} AA|AHI= [Figure 11]914 9} 22 & &S /M & S-S AR wE)

B2 BRSEEE BTk T B A dAlFE FF TRk vIRiAR (k)
5ol G4 Fol S7tell thelf ofell & A &nlgTREel] el A E71(-1)

]
S BEAME I AT, A o) AR AL 2 4 R $AY

(A

18) 3T 1L SollA FHT SAFAHEH | 7|F3te] AiHdE TEA+H%)O] WE HixaH 2 AAA
v FEN A WS A BT Qlth ¢ EFOA Eixhbls FAST ALt o) AAE =, F
AET A QAo A G ASE VAT weEl HRANE 2719 A o] %
o= Wsl7) gle whi, AAlAvlE 2ARGS Sl AVIHELE 30 FHse E5S BolA ¥
o} A, S Bl A Aol A FosA] e AoE JE wE 27] ARte] Wk
EF 99391 2 Ay (permanent component)l] 3|ESHAl Tk



{Table 12> Long—horizon Predictability of Consumption with Error Correction
Term (1986. 2/4~2004. 2/4)

Prediction Equation: In (CH k/C;) =60,+0ect,_ |+ .4

Prediction
horizon 1 2 4 8 12 16 17 18
(kQuarters)
91 -0.218 -0.477 -1.053 -1.505 -1.480 -1.157 -0.996 -0.838
(t-stat) | (-1.988)%*| (-2.778)*** | (-4.173)%** | (-4.150)*** | (-:3.307)*** | (-2.261)** | (-1.908)* | (-1.573)
Adjusted-
Rz(%) 39 8.5 18.6 18.4 12.1 5.4 35 2.0
Note: ***, ** * indicate significant levels at 1%, 5% and 10% respectively.
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[Figure 12] Household Labor Income and Consumption
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{Table 13> Estimation of Long—run Equation for Consumption

Sample Period |Labor Income| Total Asset

D9802step*
Labor Income

DO03step*
Labor Income

Adjusted-7*(%)

0.933 0.160

1992Q1-2008Q2 (36=0.023)*** | (0.039)%**

0.009
(0.001 y***

-0.674
(0.132)%%*

98.4

Note: *** ** * indicate significant level at 1%, 5%, 10%, respectively. D9802stepZ} D03step-= Z}2} 98~02'd
7039 o]F9] 7|z 1, ©0]9]9] 717k 0] TrAFS). 9, Ardel dE FR A At

R

e et 9 gl o
RS FASS FAMSE A8
Sk 7-$Table 9 =)ol vls) <F 4u] 4
= 27 derde ¢ 5 ot

A, Al GTAL WP Bt
Hefe AAAHE Azg FEe] A
o AFgaHe Baanl o] YA &
B @k 571 ome Y wg
A4 B8 2T 9a7) Uk ol
S5 9 AINeERE AL FHRS
AT TFH e 2L WIS
g ok

Acy =By + B1Ac 1+ B4y,
+B5Aaq, +’Yc(ct71 — @
7a1yt717a2at71)+ €y

33

0.135(t-stat=4.1), 2AFAFS] A
-0.93(t-stat=-9.8)2 LA "t} o=
7191 +1% ARt ZAol| el AA|AH7F
B3 019] Z7H0.16%) S SAFF 0.135%

AES 2719 oISl ZHivls)

Mo orr orr X

ol

A 2=H] €]

5 RIZER| 9] F7tel A 719 E Ths

21o]Ql AR|Q A WE &

AT T

ZH7} Ak

B g 27) Qo] oS0
ARHS #9185 Sl

[Figure 10]°1A4] E50] 2004 35-E 2007
WA AR AR RA) S Az
S GA8k F 717 F 4002
(22 719 o1 37k 7Issit:
olgfgt 2k = oA FH3¢ 2

Jr

oX,
o
;9‘
A
o
v
)
D)
=
1o
olN
N
N
N
o
R
=2

FRFORA FAT 5

A=, ARl



68 | sEBBHE /2010 IV

b

A ABIATHo O o A) S AFAL
gk AnjerE Ao 25k e AH] HlE
#o2 HdT F UtKocC/od =
(%A CI%HAA)(C/A)). ARF ] &
H]F2 1986~2008d 7|7t 9~17%
N TS AFshe EEs Btk
wEb FHE ARk gde s 713t
o] ZpiF diu] 4] BlFe] HFgkel 13%
E 12t ARt tigk SHA AR
€ 0.02(=0.16%0.13) A=2 AAkATE23)
ol APike] FFARI F7REe] 1,0009

L 8 9

(.

A o, o] Foll A e 209 BETF Al
2 A49 = UsE AARTR 2004~07
o] 7R B}k ARt S7PF 40029

(27 713) oL A, o] F
o 329 oS o ajol] oJF A
= Aolth. ThAl o
a5l M
Z

o3 AWEA v WtARY TR

d)e] Z71el ols) AwE 4 Aok

] AAle A7EEH e

9171 5% 2ol 5 FHo] st
A7l AR ] s A
o, ollgt ARExe] ®ishk=
(wealth)e] Z7]5 WH3A|ZIO
Anle] F7HAQl FHeRlew e
7FsAdol Aok AH7Ex| o] wste] whet

AR WEE ol Agate] L.

fe e gy

o] A7lEgo] ANeke BEaw &
Fo ANe) FYsEcke FAH
2473S AD 7FsAol ek Ll
A ol A W] Zle
PN A71ERS Coe] HALwle
FE4 wheg Wl BAeka I
Ate] wEo] wzkzile]l EAAQ)
49891024 F254 date] 214
Q1 AwEe ZeAe] BAIS Ao W
o] amlo] vAE WA el 4o
B3 BAE TEY Baot Aok FA5
(=E253 AUESS THT AL
amlel] T ARwSE @) neld 7
S A2 A7 Jvishe vk E
A5 THEAIRE W Ao 9E
o] wlol thal zhs F7H49l Aol
s, o] A9l ANEEE o

o

TN
BEA) A wet A Aol
e 2Bl avle] dRute] ==

o webA Zke] WEo] Anjof vl

(
AV}

al 4
fr ¥ 1= K

23) w=re] Agole TR wEl tha zpelrt A=l thEF 0.024~0.0729) HYE F3HETHLudvigson
and Steindel[1999]). Lettau and Ludvigson(2004)Z} Modigliani(1971)% ©]<} A W o2 1|=rof| A 2]
Zonlof] thel o] Gylwealth effect)S 43t JA=H], Foll thet 3HAAHIAATHMPC)O] Lettau and
Ludvigson(2004)Sl A1 0.046, Modigliani(1971)91 4= 0.05 A2 F4895 Qo)



HA ane] 4L fiMe FL5 o
A AR el =
(T ANT Aol ko] wEo
of PIAE E3E B4 Ber)
E8 ARPRE 714819 ke
A Wrdate g AT AR
HFo] Zrle vX= &t EI 28t
of 7t 7ol thaf Adlell the adE
A% Utk B A7E olziet 24
R _

ol F1zsle} Z7e] A9-E R3S

= b
B
Z o

%2
=

0,

Lo o

(

Mz i-gﬁ—h
% 2
B~
o

o
rlI. _&
o-]; N
o
T
TN
> ofj
P
. 2
2 &
T

i
=
-3
il
ju:
N
;;
N
1
)
offl
o

=
o -
w2 do rH -

A o

2 B oo b
z 9
2
=fee
NN
0 &
r%,&
— N
ol o5
N
X
2 ol
i
o

[\
L
o
=
2,
=
-z
M
B>
e}
E rok
[

N
o
=2
=
:(_I){=1
2
5\
J
o F
%0,
dlo
o

ro
et
r Ay ol

J=H], ol Avlel 243}

ol
b tlo ot
o o

T,

o
o
Wi
T
o2
td
oflt
=,
-z
%
ol
b
o of
N

dot

ol

)

>

Ay

ol

o

on

N

b
z
©

p 2 K
o %
oo &
HT o

R ©

=
NS

1of kel7h QA

Ll
M
1%
O
ol

)

>
¢
o
o
i
S,

ox
o ofy
dot - ofje ofj
ro I N
I

AFAME WA

ofk

5 A A (human source of wealth)Z}+
a 9)9] 24-%1 A Hnonhuman source of
wealth) 0 & FE3to] zH4ke] S e
Gool we avle) FPEE FHSE
o] AT o= AlgHth o714 <l
AApe ARdos B2 e @
cng AF 7t feNTES =
£5% TRGEAR B A W
o e 2o EatE 24T 4 Ao ¥
4 ), Aol g G283 8HMPC
out of asset wealth)> t=F 0.02 A==
FAEE, ol 1,00099] Akl
s &K} 209 A= Frkske Aol
a3tk



70 | wEBBWE / 2010. v

Jol 548 Aol

72 2] Wa) ok 2]
o] wigjo] w2 2mle] W] HhaiA]
= o] e, ol Ssiite BT

@R HL%—S}% 7ol 2998

ATl i ASHA A=
Z7] Fof WP} anlel] wAe P
iz oJslE Aashe bl Ewo] @ AL

2 Algdoh
2 AE 2ulsh Ate] BRige) #
d AzATeN AFH B 24
39k B4 A3, Akl 4l
o MXE aE A7 EBTHEY
Tl wel Aold 7ol o,
AN 1 50l wheh 43t Felo) 4
oF FHE 71 F e AT 5
AT of2ieh Avhe= Akt B7HE
v AN e)a Aabe] 4w e
A e

arjole] By Sol B AFAQ
7t S Bage AV o

At 34 5o A=A a9l
dRY B A A7} G S



RSy pigianel sgs g | 77

i

Md

32

A} - F2A, TR anle] WA, (AR, ATE AE, 2001
& rFETEgEEe] kbl vAe 9 A7lede aete, feedT, And
A5, 2008.
A9, A AME Y N7k, KD AA A, A, 2008. 11.
HRY, T Ee] kel vXe a3 £, AT = 2009-08, FH=7hd
AL, 2009.

ola}g, rEUANET o) B, (FEAANT, AISIE, FFLY, 2004
AAS PP MY 1w Mak L Fepusel 2l BNE 9P, (FALAAT,

AsA A3, 2002.
Had - 74ed, TN Aptazmt B AAE | TRAFEAIER,, S=-23), 2007. 10.

Abel, Andrew B., “Asset Prices Under Habit Formation and Catching up with the Joneses,”
American Economic Review, Vol. 80, 1990.

Bertaut, Carol, “Equity Prices, Household Wealth, and Consumption Growth in Foreign Industrial
Countries: Wealth Effects in the 1990s,” International Finance Discussion Paper No. 724,
Board of Governers of the FRB, 2002.

Campbell, John Y., “Understanding Risk and Return,” Journal of Political Economy, Vol. 104, 1996.

Campbell, John Y. and N. Gregory Mankiw, “Consumption, Income and Interest Rates:
Reinterpreting the Time Series Evidence,” NBER Working Paper No. 2924, 1989.

Campbell, John Y. and N. Gregory Mankiw, “Permanent Income, Current Income, and
Consumption,” Journal of Business and Economic Statistics, Vol. 8, 1990.

Case, Karl, John Quigley, and Robert Shiller, “Comparing Wealth Effects: The Stock Market Versus
the Housing Market,” NBER Working Paper No. 8606, 2001.

Catte, Pietro, N. Girouard, R. Price, and C. Andre, “Housing Markets, Wealth and the Business
Cycle,” Economics Department Working Papers No. 394, 2004.

Cochrane, H. John, “Asset Pricing,” Princeton University Press, Revised Edition, 2005.

Cochrane, H. John, “Permanent and Transitory Components of GNP and Stock Prices,” The
Quarterly Journal of Economics, Vol. 109, No. 1, 1994.

Davis, M. A. and M. G. Palumbo, “A Primer on the Economics and Time Series Econometrics of
Wealth Effects,” Finance and Economics Discussion Series, No. 2001-09, 2001.

Engle, R. F. and Granger, C. W. J., “Cointegration and Error-correction: Representation, Estimation



72 | ®ERMZWE / 2010. W

and Testing,” Econometrica, Vol. 55, 1987.

Fernandez-Corugedo, Emilio, Simon Price, and Adrew Blake, “The Dynamics of Consumers’
Expenditure: the UK Consumption ECM Redux,” Bank of England, Working Paper No. 204,
2003.

Hall, Robert E., “Stochastic Implications of the Life Cycle-Permanent Income Hypothesis: Theory
and Evidence,” Journal of Political Economy, Vol. 86, 1978.

Lettau, M. and S. Ludvigson, “Consumption, Aggregate Wealth and Expected Stock Returns,”
Journal of Finance 56, 2000.

Lettau, M. and S. Ludvigson, “Understanding Trend and Cycle in Asset Values: Reevaluating the
Wealth Effect on Consumption,” American Economic Review, Vol. 94, 2004.

Lettau, M., S. Ludvigson, and N. Barczi, “A Primer on the Economics and Time Series
Econometrics of Wealth Effects: A Comment,” Federal Reserve Bank of New York, 2001.

Ludvigson, Sydney and Charles Steindel, “How Important is the Stock Market Wealth Effect on
Consumption?” Economic Policy Review, Federal Reserve Bank of New York, Vol. 5, 1999.

Modigliani, Franco, “Consumer Spending and Monetary Policy: The Linkage,” Federal Reserve Bank
of Boston Conference Series, 1971(5), 1971.

Otoo, Maria, “Consumer Sentiment and the Stock Market,” Working Paper, Board of Governors of
the Federal Reserve System, Nov. 1999.

Poterba, James M. and Andrew A. Samwick, “Stock Ownership Patters, Stock Market Fluctuations,
and Consumption,” Brookings Papers on Economic Activity 2, 1995.

Stock, James H. and Mark W. Watson, “A Simple Estimator of Cointegrating Vectors in Higher
Order Integrated Systems,” Econometrica, Vol. 61, 1993.



=]
-

=
=

73

<{Appendix 1> Johansen Cointegration Test: Excluding Trends from Cointegrating
Equation (1986. 1/4: 2008. 3/4)

Lag in VAR model=1

L-max Trace
StZteiZiic 90 Percent CV |95 Percent CV Stztei:ic 90 Percent CV |95 Percent CV | H 0=r
30.44 25.12 27.58 67.45 44.49 47.86 0
21.31 18.89 21.13 37.01 27.07 29.80 1
11.22 12.30 14.26 15.70 13.43 15.49 2
4.48 2.71 3.84 448 2.71 3.84 3
Lag in VAR model=2
L-max Trace
Stzgztic 90 Percent CV |95 Percent CV Stzzz:ic 90 Percent CV |95 Percent CV | H 0=r
28.80 25.12 27.58 63.65 44.49 47.86 0
17.27 18.89 21.13 34.85 27.07 29.80 1
12.23 12.30 14.26 17.57 13.43 15.49 2
5.34 2.71 3.84 5.34 2.71 3.84 3
Lag in VAR model=3
L-max Trace
Test 190 ercent CV |95 Percent CV| 1% |90 Percent CV |95 Percent CV | H_0=r
Statistic Statistic -
29.08 25.12 27.58 63.26 44.49 47.86 0
18.56 18.89 21.13 34.18 27.07 29.80 1
10.43 12.30 14.26 15.62 13.43 15.49 2
5.19 2.71 3.84 5.19 2.71 3.84 3
Lag in VAR model=4
L-max Trace
T?St. 90 Percent CV |95 Percent CV qut. 90 Percent CV |95 Percent CV | H 0=r
Statistic Statistic -
30.16 25.12 27.58 54.89 44.49 47.86 0
14.36 18.89 21.13 24.72 27.07 29.80 1
8.39 12.30 14.26 10.36 13.43 15.49 2
1.97 2.71 3.84 1.97 2.71 3.84 3






