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Francesco and Philips�s paper

What they do

I Do oil prices help predicting real GDP growth in the U.S.?

I Estimation of a set of models with real time data, OOS
exercises, point and density forecasts

I Main �ndings:

1. Oil prices matter

2. Point vs. density forecasts - discrepancy

3. Oil price might proxy omitted variables, e.g. global real
economic activity (Kilian 2009)
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Comments

Relevance of the paper

I Emphasis on a possibly relevant object from a policy
standpoint - oil price "signi�cant" regressor: per se,
instrument?

I Per se: Interpretation of the role of oil price shocks, their
variation over time (BG 2008; BRiggi 2010); optimal policy
reaction (Nakov and Pescatori 2010)

I Instrument: Proxy for global forces (Kilian 2009), open
economy models, "global models" (Borio and Filardo 2007)

I Comments on

1. role of real time vs. revised data
2. linear vs. non-linear e¤ects
3. global vs. domestic indicators
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Real time data

I Title of the paper: "Oil and US GDP: A Real-Time
Out-of-Sample Examination"

I Real time data can explain di¤erent results w.r.t. other
papers�

I Many other possible drivers - e.g. samples; number of lags;
timing; price adjustments

I Role of real time data in this paper? Unclear
I Exercise with revised data, comparison
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Non-linear e¤ects

I Hamilton vs. Kilian: discussion on linear vs. non-linear
relationship between oil prices and GDP growth

I Hamilton (several papers): relationship is non-linear, NOPI:
oilt = max[(ln(pit )�max[ln(pit�1), ..., ln(pit�12)], 0]

I [note: you go for one year - justify!]
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Non-linear e¤ects (cont�d)

Figure: Source: Hamilton (2010).

I Hamilton (2003, 2010): robust to inclusion of linear terms

I Support for non-linear model. Everything smooth and easy?
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Comments

Censoring bias

Figure: Source: Kilian and Vigfusson (2010).
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Non-linear models and censored covariates

I Hamilton vs. Kilian and Vigfusson: on going debate

I Discussion on the use of NOPI
I Linear vs. non-linear models: Take a position
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Kilian�s (2009) global indicator

I "[This paper�s] �ndings may re�ect the omission of Kilian�s
(2009) real global economic activity measure from our
bivariate model." [Francesco and Philip�s conclusions]

I Kilian (2009): Real oil price�s volatility mainly explained by a
global demand shock for all industrial commodities -
proxy: linearly detrended real freight rate index (U.S. CPI
de�ator)
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Global vs. domestic indicators

I Global pressures: A déjà vu? Borio and Filardo (2007) vs.
Ihrig et al (2007)

I Kilian (2009, page 1060): "[The identi�cation scheme] used
in this paper allows for the possibility that the high real
price of oil in recent years, as well as in the 1970s, was
driven in part by unusually low US interest rates,
re�ecting the low opportunity cost of holding oil inventories,
as well as the weakening dollar ... ."

I Other "competitors": real interest rates, exchange rates;
unemployment, housing prices, measures of �nancial stress, ...
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FCIs

I KCFSI: Hakkio and Keeton (2009) [on FCIs: Hatzius et al
(2010)]
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I Extra "domestic" macro factors?
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Miscellaneous

I Lag-selection: p vs. q?

I Missing literature: Amelie Benear Carlton, 2010, "Oil Prices
and Real-Time Output Growth." University of Houston WP.
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Wrap up

Wrap up

I Do oil prices ... ? Yes!
I Role of real time data still to be established
I NOPI, linear vs. non-linear e¤ects: discussions
I More domestic macro factors
I Look forward to reading the revised version!
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TAKK!
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