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1. Introduction

S Shocks determining fluctuations .‘
in the Great Recession lw]=]

4, Conclusions

» HD! is the impact of shock i on variable j

* z; is the empirical fime series of variable j

« For each shock and variable we calculate:

. COU(HDji,Z-) ,
KI: — K: = K’:
J var(z;) j z j
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2. Shock identification .

rreertmd  GDP in Greece - procyclical
government spending OS5
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e GDP in Spain —recession driven
by internal factors OS
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1. Introduction
2. Shock identification .

st GDP in [faly — stronger impact of
external demand contraction 105
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1. Introduction
2. Shock identification .

roeeerst®  GDP In Portugal — switch in
cyclicality of gov spending |05
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3. Counterfactual simulations

4, Conclusions

decomposition fit to data  |bs

Shocks: Foreian | poductivity | ©overnment
demand spending

Greece
Spain 33 61 -7 113
ltaly 72 11 -3 85
Portugal 53 33 4 100

Germany 52 30 -3 85
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2. Shock identification .

2 Countefacua smutions UR in Greece —low job
destruction helped till 2011 OS5
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2. Shock identification ‘

UR in Spain — driven by
oroductivity shocks OS5
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1. Introduction
2. Shock identification ‘

et  UR in [faly — Job destruction
shock dominant IOS
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1. Introduction
2. Shock identification ‘

rommehtt  UR in Portugal — initially foreign
demand but then job destruction 105
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1. Introduction

§- 5 Unemployment rate - historical @@
decomposition fit to data DS

Foreign Job

Greece
Spain 2 23 5 38
Italy 14 15 36 66
Portugal 13 4 34 68

Germany 13 13 40 923
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& Counterfactual simulations

For each Southern European country

|dentify realisations of all shocks

Simulate them with a German model

Compare with a country-specific
simulation
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st German-like vs. country- e

3. Counterfactual simulations

4, Conclusions

specific volatility 10S

German-like

GDP
Sleli e 2.1 1.7 1.6 1.3
specific
German-like 7.2 10.1 3.5 3.0
Unemployment
rate -
el 8.9 10.3 5.0 4.9
specific
German-like 2.9 54 0.7 1.2
Wages
Sleli e 1.8 0.8 0.8 1.3

specific



1. Introduction
2. Shock Identification

possemtir GDP In Greece —recession even @
with German resilience OS5
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1. Introduction
2. Shock identification ‘

UR in Greece — but with less |
unemployment OS5
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1. Introduction
2. Shock Identification .

roesmmmee  Wages in Greece — and with
more wage volatility 0SS
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1. Introduction
2. Shock identification .

reseen  GDP in Spain - less volatile
with German-like reactions OS5
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2. Shock identification .

3. Counterfactual simulations

UR in Spain — also less volatile DS
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1. Introduction
2. Shock identification .

3. Counterfactual simulations WOgeS in Spgiﬂ - ﬂUCTUOﬂOﬂS
would be larger 0SS

4, Conclusions
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2. Shock identification .

3. Counterfactual simulations

GDP in Italy — quite similar DS
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1. Introduction
2. Shock identification .

s UR In [taly — would be lower
mainly after 2012 OS5
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1. Introduction
2. Shock identification .

roesmpres Wages in [faly —smaller increase
in 2009-2010 |OS
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1. Introduction
2. Shock identification .

st GDP In Portugal — would jump
more in the Great Recession DS
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1. Introduction
2. Shock identification .

rmeemmtes UR In Portugal — would be lower
anyway 0S5
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1. Introduction
2. Shock identification

paeemnttE \Wages in Portugal — adjustment @
would be different in 2007-2010 105
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1. Introduction

2. Shock identification

3. Counterfactual simulations C O n C | U Sio n S
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4. Conclusions I D s
/ . . . \
Foreign or infernal shocks as main
Kde’rerminon’rs of GDP )
- ™
Job destruction and wage bargaining
kshocks crucial for LM adjustments )
- ™
Lower resilience of Southern European
kcoun’rries especidally to internal shocks )
- ™
Wage (price) vs. employment (quantity)
kc::djus’rmen’r trade-offs in Greece and Spain )
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