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1. Bl

— B B A B SR S B SRS B AR — B2 R SR L
MIRRRE - B <M BAA R R FRRF - 32 B B 7K M
(fiscal sustainability) o A B A M HO BT 92 2638 2 B9 STRRH » 31 95 24
HRERE 8> FTREIRIRIERY * Z B REFE R T BURN & @ - 281
A S FECE MR e 15 T BUFAEE ) AYmEE R E SR 5
B RE > thHG AT A H RS TR R - MRS B EUR A BT fE
JH 9 5 M R IR S BB SR AR B A R I TR 5K ERCR R AN
TR DO A SRy ¢ EH RS RAS S - BRIFEHE
BIEE (real assets) BORARE I ] AT - G EH > 5 A28

CENEPER ) BRIRR R AR T AR ACRI O R  BE R ITIET T DU R
Tk HIEAFRZE > RIAZT » BEEFESEBUT - 55 131K
A BT AR — TR E IR £ - A RERBUN (R #5 /K ¥ 2 Wl -
AE P e R [m 2 R A ER o

B S BRI 5 1 5 s R RE A7 2008 4E 2 BRGRlE » By 78 >
2 B BUR KD R 8RS AR AR RE R > DURESR RS R - A ARGk
BURRF NG L7 TRETHERY - & EBUF$EE 51T 58 2 B
JFAME - BETSE B AT 2 - N LA A AN THIY > R Ry
EHS T LEEAE = (BUAT - 7508~ PREESF B SR R RIS - SRR
A (B 285 /K HE O P A BRI AR 8 L BURF (855 & AT P BE - IR T IR %
BB A EAI TR - FERERE RS - TEEREA RS BT -
T FEL A =R B L 1 S B 135 55 P RSE Y I AT s - it — 2 S ol P B
fatk ;o mH > MR B IR B N S B - SRR K
A o EACRBIRASE R EAEEE - B R ICE L R
EHEZME > EINAASME (PN RIS ) MEE - RRibfat - i
A 5 25 e B A L e K B S AR R AR TR SR Y - S SR R A RAN L
Bl R B - IR E A B BUMGEERE N IE - P RUE
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fEER - fEdLEE s D AR E BRI BE G &% - B
i i 2 7 2% B 2 BURT YU B S Y R BT R 0 HEE MR R &
BRAC T 2 75 RE A AR SR I e b S M G B -

WA BOKAE T Y 2R Ry BUR Y B OB B S HY 7 e 85 A TE R
[R#EI=; (intertemporal budget constraint, IBC) FYZ K » [K[th » ERIAY
BB BT FNA RS TEE L EGRIBEN - EEHEE - WBITR
TRE—HEFE " DUEEE ) R KRR (Ponzi game) MYETE - BEH
B RS SURN32 w A iE BUR AY 85 1 TE SRR i =2X2 7519 21 e 2 2k B ds i
BOUKAEME » FARIIETTEARR - KEIAT 53 R R » 58— BRI
BRieE (SR MEEIERE) Rigba BOR T BEF st BE
BAR - AR R AR - R BRI KN 5 55— s AR A 4t
BESNT - EBUNRA B S B 2 [H2 G BE RINGHEER - &
T TE il SR A AT L B B 4% - RIRR U BCEL Kk A8 1 - #H R SCRRZ] Hamilton
and Flavin (1986) {5 F] %l B AR A iE 2K B 38 IBC 25 a7 HE RS
RBH - LEBUNIM B i IBC - #R1 » Wilcox (1989) Ed
Kremers (1989) WY E & B AR - REINHEEIRTF RIEHE (JRRD
WA B S H AL B 5 ) o (A IHEE AN K B FH SRR AR © Trehan and Walsh
(1988) kBB MR BE B - BHNEHERERY (BEHE
RN ) Ry IBC ROy ER A - HEE R REUREBIN R T H
7k #& - Bravo and Silvestre (2002) B Afonso (2005) fff FHILEE & H
53 AT WO R - fE57 T BXER 5 (European Union, EU) BRI A i 8
B BT B R Y B U B2 N AR R I B 4% - Haug
(1991) Y 'E 38 G SR S 57 26 B BUR RO WA B S FT A SL B S RAER > T
Hakkio and Rush (1991) fii Fi 58 5 Y B 5 A 15 21 4 T 8 &5 09 B 55 45
5 = Quintos (1995) & & 7R KA R BB » I 5E 8 Ra A U Kk A8 1

(B gy 20 )5 3R (strong-form) sk A M EORBUF A B S TR A
eEk s HILBEFRECER 15 59z (weak-form) sk 4 HI] HLEK 4R
HUEEAE 0 Bl 1 2] ANEFRIET BORBUE S AL B SRR - I
Gh o il B S A SCER I AL 2 Kremers (1989) ~ Trehan and Walsh
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(1991) B Ahmed and Rogers (1995) °

AR SCARAE 2 B8 1 43 A i 2R i e SE B A W BUK R M - B8
FTENIEE - — AL SRR - AP & i Uk E
B =K (Quintos, 1995) - thfd /3 fE H BRI F G HEEE
IR Ry B — BRI A B S A AR R IRA 1R - o5 H AU =088 72 55 =0k
T FERER T - ST SR ES KRBT o 15— BN
TR E BB TH A ERY T ZORRE IR T A AT RERE 15 B 1Y R
R 5 e R o (KIBE » 35 — B R be o H R 55 =K 1 - ATk
f Rl — M BB BB ER R E B DU e Rl 5 8
% o RBIRMT# > BRI SURK ZEwmE LB EREE - wd
EEE g/ 59k 8 ( Baharumshah and Lau, 2010) »
It ARSCHYAS RAESORE b B R Ry s -

MR B Em By - A SCEREER ] Xiao (2009) Fir#g iy & L8 &
(quantile co-integration, QCI) FAUSREEET A [F] 43 & L > BRI B 52
A RIARGR © 40 BB G BRI LB & B F AT B
@y (1) REFHRBERBZ RS —IHE S (shock) FIEE - ER
[F] 53 & BRBIHL T AIRFISE 5 (time varying) A9BSR » KILE ] L)
TRy T FERE LB | (stochastic cointegration) #RAL « [ AL HE &
Jii > HEEEBIBUF A B AT R HBATR (mean approach) » QCI
A AT A LAEAN A4 & b BT B A K /)N (size) BARFIR (sign) %
RIS B CRAY S 28 - HRA)EEaR - PR VAR AN SRR - JRED
R SR B IF /& ET B R AN FIRYEUE - (2) QCT ARy TS
ERFF R E 2 ST BRI SRR - DU A gERy R Al
B ESR © (3) QCI R AU HE & @AY & & - WA E LWk Lt o) i [
T WA B S B R iR KA M o AR YRLE s> i E R HEAR R
g9 20K AE T - (4) 75 QCT AN » AN 75 B 8k 1l B8 i fE B e i 43 lid (4
HWREATED) - Rl LR MRy 73R B A9 AT RR » HEr ey K/t
Al E R E R AR 2K (Xiao, 2009) © BT ERSH SRR 26 B8
Gy 308 B Y 7 VR SR T ST A R B A A 1 A S LB A > 1400 > Nikolaou



5/ 55 A BUKRE MR 2 BT 9E © > BRSO JE 45

(2008) {5 53 & BARARSE (Koenker and Xiao, 2004) it H 778
#t » 1M Tsong and Lee (2011) 7R FIAH [F]AY b E 85 8 B RZ AR R B9 A
HFH1T Ry o Tsong and Lee (2013) fif ] Xiao (2009) /> B ILEEGHRE
ATE EREEE

Rty LLEREENT > E R A B B T 2 K 0 2 EAE A e R
BRPRESEOL > AR/ 592U EER @ © K > ARy
ik - BR T DU e 35 1 S B 5 b 8 AR R A DU B 258 B SR A S UK A T
Gh > BEE— W AN o> B 5/ BEFUK RN - B SRR REE H
AT SRR v - L RSt SRR A (o T S B A P SRR ) R R B
BE o R > ASCRVEERR > EBEMENDET R T AHEE
TRELE FE -

AR RAUR - T BIR A BURA B S R A AR o R B
BRGR s A AL > A [E B SAE AR 3 S /R BEE AN [R5 / 55 =W Bk
RSN - B > FZBEREE S EMSGHE 23 H RN IE
HRR R - BB SOV E A R R - IRIBE LR - IR Bt
BEZFMENBORER -

ARICHIRERELHEAOT  BR T2 1 BiLUSL > 55 2 Eiig bt se ok o

5 /55 20 BOUKME M IO E 2 DL B RS B A T Bl A E R
7 o 58 3 HiEfR BRI AT Bl BRSOV EEERSR  BR 4 TR
il o ©

2. ARFIE
2.1 3 /55 Bk A

AR/ Gl B A A M BB o DR A Y S 5 b s R
bR - AE SRR - B S BORAE TE A BR R AE Y AR (2R A B
i TSI E RS - 5 BB A B A R EATE
E PR GRIE  IBC BRERIL 5 S B BUR VI A 2 LU A8



46 Kbt 5e

TTABERYRAES > AKEMEGEHE - HF > BUFHE R EN T
B AN#E RS H iR m AR o DUEIE I B kA o DU R AT
SCRR B REBUR "B IITEHRRESN ) B - R4 Trehan and Walsh
(1991) BUREHY - PR ¢ IR FHE BRI =0T B

Dt:G;+(1+r)Dt—1_Rt’ (1)

LR D, REBFHIER - G BB TS » R B E 5
WA - r Ry B EBEFE (BEREZHEHEKTL) - BHR 1) LR
HAFIRR AT » FEBAERTAA (forward substitution) £ » AJ{EF]

Q=fkhwr“%&ﬂ—@ﬂhyga+w“”aﬂ’ ©)
5=0 ‘

BEER > Q) XAUWES ¢ ¢ VBN EB F&E D, TERBURR R
R TEE R ERBE - W HEBFEERE - 5 BEA K
RAME - FFEK (2) AAGEE R 0 RRBUFA T — BRI BITH
Ry 720 MERR Rl B A RS R R T AR R 1
(transversality condition, TVC) - B535 » #] Quintos (1995) A% - ¥
(2) AFTEET 2 (A)EFE HAEM (1) Ak R - aJDUIEH

G,—R =) (1+r)“""(AR,, - AG,

)+ im(1+7)YAD, o (3)
5=0 s

M - G =G, +rD_ fAFEA G B LA HBURF S o B AR L
TR 0 (3) A IR 00 [RI  (3) S8 R M E I B P
HEELE - FES Y B R G RERERE (HELDRER)
A 3) AR RIEE - 0% 0 G HLR FEZARBEIBG - Hit
AR (L-1) » HE o Q) REEE L - H15 BB ST HIERE
FE—B o Kk BTSRRI ERE RS (G ER ) Y
B AL B LB SRR » AT LLS SR R A Y - BRI Sy
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RGN o LEIARATS Xiao (2009) ArEtiy Hr BE R I
#4 (co-integration in a quantile sense) ° :

Quintos (1995) £3E LU 51 3 38 75 S A R 2l i B BOKAEE -
R =a+ G, +u:- Q)

et - ARBILEE S FRE B HUARFIEEHE - Quintos (1995) EFiR/ 59
KA BRI BN K AE - AT R
(1) R 8 G HEHREESRMR  HEBEGHRECR 1(4=1)
A B YA R SR E K R B AR I -
(2) % B =1 HR 8GR 8F  NMEREEEE
IR ERMR - H0< B, <1 > AIggUKREME AL -

(3) % f,=0 » Al IBC RRLAT » o B KA -

HiEg LEmE RS e R RE (4) ARG - HRE B 1
HETER 1~ /A 1~ HIEEE R 0 (Haug, 1991; Ahmed and Rogers,
1995; Quintos, 1995; Arghyrou and Luintel, 2007; Afonso and Rault,
2010) « Rtk » A EBUR A B H 2 S FAE T BB E - F
HE— S ETAE SR T B EHRIRE - LIRS 7 8 N2k il
(B =1) ~ BN (B <1) ~ BflKRENE (6, =0) -

22 pEHARSER

FEAV/NGT > FAMI S Xiao (2009) Fife iy BB S 53k >
PARGET BT RN A - AR LU E 00 BOR R 0 in LA - 4P Ty
(1) gt EHBESEA - 2) e B S REE ST EHERE (R
A5/ g5k M) > Q) MER/ o BB AEFE - KRANEHE
Tsong and Lee (2013) - HBFEJEEHGRATT

atFik 2 g A Chuang et al. (2009) BV 2 - Chuang et al. (2009) 88k > KRy
Granger non-causality JEAEHBRAF3AC T EFR AR - RILEERL o E BErs s By " 43
Ao RERBEER - AN SIS LR ER - RS EA B ET > ATDA
BIMRR - e Rsr | ERYRERBIR o 1F& SR EmEE -
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B L) e A B

v, =px +u,t=12,..,n 5)

ILEE » v, =R ~R > x,=G,~G » i R 8 G 53 BIFRBUFHA (R,) B
X (G) WIS 7K HE © HfA x, B u, BAEHEER - EEATEERY T PR
Ry (second-order bias) » FyiHERIIL —1m3R » 7F LR AIHRIIA Ax, 1Y
SASTE (lead) BV 1R IE (lag) > X By EhREA:/NE 7 (dynamic ordinary
least squares, DOLS)f&E » #1°F :

K
yo=pBx + Z 5ijt—j t&r° (6)
j=—K

B - 28 K RFRFIHBEF R AN X - B3 L] RrvEE
#EHI > 4] Akaike Z[\ 2 ¥EHI] (Akaike information criterion, AIC) 5% H [
SN E #EHI] (Bayesian information criterion, BIC) Zic gk 3%

B Xiao (2009) By /57 -y, BIEE ¢ flfR{F 0 & EA LU R A ¢

K
0, (z13) =B @) +B(D)x,+ Y 5,(D)Ax,_ (7)
j=K
o 3, RFERE ¢ WIREEES 1T 6, (o) RIS (¢,) 155 7 8
fBe 1 5 5 » T PR S i BRSO T IR (shock) /N T B, (2) B3 7 {1
SRS IR BB R B R AR BB R
4> BB e E R EA R -
QEVES Gk S S AVAN G

K

Mind p, | v, = (@)= B (@), = D 8,0Ax, |- ®

J=—K

Heo p (u)=u(r—1(u<0)) H I Fy—fEHRRAEL - KfE (8) tk » —fik
IS AT A A Wald it BT R e - BIA0 : #55E c {5 > &
SEREERGEE H, : B (r) =c (VSR RTE - HAHAT ¢
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/ (F (T)) [

y/

W (r,c)=

n

f@-c| Y -0 ©)

W B(0) R B (o) HathEtst > f(F (o) R f(F, (D) —BUE Akt
RSB F SBIRR e, (4T A O A R B 6 T
v (e,)=1-1(s, <0) 19 5 1 8 5 8 (o) 145 31 2% L& -
&, =¢—F (1) « > LR MR T HABEAT » W, (r,0) $iit &R
PRI - HE B 1 -

{625 SR H,y : B (0) = c B FE R B R 9 3 o7 (R 3% B4
H,: f,(0)<cIAERBH - B H,: 5 (0) > c NGRS - kT LU
FALLUT t(c) $a a7 h e

o) = W, (r,¢) %,BI(T)ZC ’
W, (t,¢) , %,Bl(r)<c

FEHR SEMRE AL R - t(c) AT B R AR ME H RE P AL -

546 > Xiao (2009) MR IB 5> SR AR 2 - R —E o B
/\T@i Ry sup | Y, | Rt & - HEERY R AR B A 85t

B o TR HI R B B & [0 AN 7 A 4 B B A B - AR It

?idf"i?ﬂmﬁﬁ b e B AR RS i 18 OB U2 S AP AR R SRR

et BIER A DM S ER > AEURHE H,: 4 (r) =1
Vrel - JRANFE T g fef 73 88 B AT 58 K iﬁEﬁé%&ﬁ*@l
53 BB - ARIE Xiao (2009) » FAFILLsup |V, (7) | AT AEHI -
1V, =n(B,(x)—1) » WL T ={0.1,0.2,...,0.9} HEFFEE I  H3 *ﬁnﬁ
T o B IR R AR HE 3 HC > Xiao (2009) #EEK DL B Rk IA
(bootstrap) FI#5.& [ B4 filk p {EEFT AR - °

(10)

Wit > /8o, E’JJ%&@&?uﬁﬂiﬁ BT 35 25 Xiao (2009) °
Fofili 22 - fE0A Wﬁfﬁlﬁﬁéﬁﬂz} H 2% Xiao (2009) -

VEE BRI R -

ASCEFE RN EE 5,000 ZGEHR E #ahlb p H - RETERE LR

L A
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Btk o frty Bkt Quintos (1995) 5/ 55 kg M i HI B HE A LUK
RGN T Tk BATRYE 3 BT DU R
(1) Blsup|Y, | #FHSMRE y, B x 2EFAESRILES - °
(2) FHIAAET BIES - DLo0) T EAaEl H : B (7) = 0 EHER
H,: B(z) > O YT RER » 35 SR IERE R I > RonfEc 0
BAEKIENE 35 TERE R S - FonAE ¢ r EEAKENE -
HEITERG) - DItERE s/ 55 =K e -
(3) DA Bk «(1) #EaT EAa# Hy 2 B (0) =1 EHER H, : () <1 Y H
VLARER o IEEIEAE R R 0 RN 7 0 B B A R UK A
Mo S TRk R FRoRAE « B R A UK -

3. ERHEEREAR
3.1 ERERRHFTE

AR FRE R R 11 3 2 OECD %R 1 &8 I BRI A BLEE
M R FEER  ZIRFRE R AT IUS 1 - S BE R
A — EEEMEK (1970 42 2010 4 ) ~ 3EE] (1978 42 2015
)~ fEE] (1970 42 2015 47 ) ~ HAS (1981 42 2015 4F ) ~ 5]

(1970 2 2015 £ )~ EE( 1970 42 2015 4 )EE % A R PIIGS )»
Gl R (1988 A4 2015 47 ) ~ K] (1980 4 2015 ) ~ 7§
PEZF (1995 422 2015 4F) ~ #j&j A (1977 44 2015 ) B IpH

(1985 4£% 2015 4% ) » FHINAHY T R B RIRYIIEZAE - BEBH
B AR 44 H 2 BER DL B RY T & ¥ V) {E $5 #( (consumer price
index, CPI) - &R I B = B & &% & FHE (annual macro-
economic database, AMECO) » Fii /5 % 83 W [ SR 8 -

PPy - FEilERE i) 275 Xiao (2009) - EFERAYE > AR Xiao (2009) -
e PLEIIA B, = LEIIRIE - DUEOR H RS RAE P AV R -
© T3 WEBRE T - ARSI R B S R -
RS R AR R R - (RALE HRTATEREI R R R - LR
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SN i

. T T T T T T T T Lé T T T T T T T
1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 1980 1985 1990 1995 2000 2005 2010 2015
— WHBA - TS — WHMA - BELH
N kil ] 2% T
24
24

0.8 = T T T T T T
1970 1975 1980 1985 1990 1995 2000 2005 2010 2015

88 90 92 94 96 98 00 02 04 06 08 10 12 14

— WHEA W : WREH

04 B FAHN

0.0

0.4

LI S S S S B B S B B e 15 T T T T T T T
8 38 90 92 94 9 98 00 02 04 06 08 10 12 14 1980 1985 1990 1995 2000 2003 2010 2015

— WEKA - WELH A WHEH

1 25 B E P A B S I i B

JENRAEE v REs 25 E RCE ST EALEHERTREER > RIMLAEASETHRE - TMFER
/IR RSB EE B AIPE R - 5340 » BAMEIRERERE - SREI =Rl
BRI SCRR ¢ 43 ATk Tsong and Lee (2013) ~ Ma et al. (2017) Ed Benkraiem et al.
(2018) » ELEAVERIEE » HUFEREMNS - BAGZEREAK  HEEHA
ERHEIZRER » BIEEEEBIRS - RSB H5EE0k - e TS R RET
e - BEHSE A EEERMERE (Pierse and Snell, 1995; Camarero et al., 2015) °



52 REIERE ST

S i

T T T T T -1z T T T T T T T
1985 1990 1995 2000 2005 2010 2015 1980 1985 1990 1995 2000 2005 2010 2015

PHHEH ) )

T T T T T T T
1970 1975 1980 1985 1990 1995 2000 2005 2010 2015

— WHEA - HREH

26 T T T T T T
1970 1975 1980 1985 1990 1995 2000 2005 2010 2015

— HHEA L
ZLRIFEE © AMECO &R} -
1 S EEE M BB B S o R B4 e (RERTE )

1Ry 2% 18 B U OISO B S Y T D A e - AT s+ %
8 Y SR = HE BRSO A K 25 B s P B T 9 o > A==k~ iR ~ 3
Bl - MRS - FORMEEHE R R &EL - SEIK
JF B B S B RE 2 S o R S BIRBUR A BLSC IR % 2
Bl T3 | (co-movement) HYBIS » H 2 BB SHI ST ARRICA »
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&1 FEEEBUF A B S 2 BARBRE A R

CAE 3 5 MAIC ADF" Mz
JIEWN BHEBUFBA 0 -3.170” -12.633
BEBUNZ 3 -2.340 -12.688
o ED BEBUFKA 2 -2.233 -7.486
BEBUF 1 -2.308 -9.378
{1 e BEEBUICA 3 -1.046 -3.230
BHEBUF 1 -0.920 -1.918
7l BHEBUFKA 1 -2.355 -10.387
BEBUN S 1 -1.802 -5.497
ZHRRE BHEBUFBA 1 -1.562 -6.291
BEBUFZ 1 -1.660 -6.185
FAA BHEBUFKA 0 2177 -7.417
BEBUF X 1 -2.484 -11.391
HA BEBUFKA 1 -2.046 -5.389
BB BT H 1 -2.131 -7.730
HET BHEBUFKA 1 -1.647 -5.009
BEBUMN S 2 -1.116 -2.442
PHEEF BEBUFBA 1 -1.541 -5.881
BEBUFZ 1 -1.718 -10.329
B[] BEBUFKA 1 -2.439 -10.846
BEBUF 1 -2.199 -9.238
5 BEBUFKA 0 -2.138 -7.623
BEBUM S 0 -2.176 -7.944

BRI - AMECO BR} -

R -

[V OGS I NS

1. ADF " {7 10% 2 5% [ FUE 4> Bk -2.57 B2 -2.89 5 MZ." #9 10% Bl

5% [ FUE 53 71 By -14.200 Eil-17.300 -

R ARREREE R 4 -

g AR T A, R S T B R R A0 -

CRRROREEE JKMELE 5% T -

.MAIC RFEIEEH Akaike Ef E #EHI] (modified Akaike information

criterion) °

REUIGE 25 B 5 B R T T SRR O B R R © EE—18TE - B2
2008 F- 1% i Ry BHRE © B RF > S BIBUR Ry 138 08 <3 Rl i i 6 — 22 AL
ABAIAETE > PR 4 R B HE AR SRR B RS oK - S TT 8 T SR
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SRR S RN > B R AR M SR R - B
BRI B T B BB S o H AR TY B BUR S HEE AR
BUREVIB E B e E RIS - B R & BRIV BURA BLSE H 215
BES BRI RIR - R R — S A RS A -

FH A LB A E M BT T BRI LG SRR - SRR 8
LT AR MR E o B R SRAVTR IR - AU B A EERE N
1 Ng and Perron (2001) BARME » 4> Bk ADF i MZ;;LS ¥iE >
IR AR Y 40 FELL MAIC ¥HRHGERSER K - B
SRR A B B R R R B o 2% 1 R A R M A B S H R
O BEAR R E A R - WRE S SRR 0 T B (B T nSE K DL ADF Y
WEZSN ) AE 5% /KYETR > HEETEAE SR AT R S 0 DIER B
] » ADF G1$FBURF SN B 52 AR B (8 By -2.138 Bl -2.176 > H.
MZ " BIRGE I s -7.623 Bl -7.944 5 45 5% /KHETR - SR IAE BARMY
B o 0 TRERBERHIRIARE - L MAIC FRakem i
VERBERSHARE AR 0 B 3 2 - RS BRI BEEA B
3 — B E M R B A B RE G EE - DR R
HIB LB -

32 PEHEBEASMITTNER

Ry T By BB SRS RAE LR > RSP DUE AR Johansen
(1988) HE & E AR FFAS E B I A BLSZ 2 5 B LB AR - b
SEAGRBEIEAER 2 - R > RIMEBRFEMREHET & > /30152 Trace
fat & B KR EIRMET &  EWIEFE » oiE Rt SRR
A IR EY > RETE AR R E o I — 2 b i MR e — {3t
BERMR S eI E R - RIS & 5 BOEE (vector
auto-regression, VAR) 15 8 [F] RF 0, 2 B9 » VAR 5 BU S R 5 £k
Fi BIC » 3 5E fie KBS R Ry 4 - A13% 2 7R » Johansen #g 7 13 E[ 7258 A
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A Study of Strong/Weak-form Fiscal
Sustainability: Evidence from the Quantile
Co-integration Model

Mei-Li Shen, Cheng-Feng Lee, Ching-Chuan Tsong and

Hsiou-Hsiang Liu’

Abstract

This research uses the newly developed quantile co-integration
framework by Xiao (2009) to examine whether a long-run relationship exists
between government revenues and expenditures among eleven OECD
countries. After establishing the co-integration, we proceed to show whether
the co-integration relationship changes across quantiles, depending on the size
and sign of the shocks that hit the fiscal variables. As such, the framework can
help us to distinguish whether a country exhibits strong-form or weak-form
fiscal sustainability. Our results suggest that there exists a long-run
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relationship between the two series for all eleven countries in a quantile sense,
implying fiscal sustainability holds for these countries. However, the forms of
fiscal sustainability are different over various quantiles and for these countries.
For five countries, the relationship shows an asymmetric pattern over different
quantiles, depending on the size and sign of the shocks, whereby under lower
quantiles negative shocks with large absolute values tend to weaken the
relationship (less than one), and thus they have weak-form fiscal sustainability;
in the upper quantiles, large positive shocks do not weaken this relationship,
and thus these countries have strong-form fiscal sustainability. This research
provides possible explanations for these results. Finally, strong-form
sustainability holds over all quantiles for three countries, while two of the 11
countries show weak-form sustainability. Policy implications are provided

based on the empirical results.

Keywords: Strong-Form and Weak-Form Fiscal Sustainability, Quantile
Co-integration
JEL Classification: C22, E60, H60
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