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Chart 1

Estimated Income and Price Elasticities for Trade:  Selected Studies
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 Chart 2 

Real Exports and Imports Relative to GDP

1960 1970 1980 1990 2000
0

5

10

15

Imports

Exports

      United States
Percent              

1960 1970 1980 1990 2000
0

5

10

15

      Japan
Percent              

1960 1970 1980 1990 2000
10

15

20

25

30

35

      Germany
Percent              

1960 1970 1980 1990 2000
10

15

20

25

30

35

      France
Percent              

1960 1970 1980 1990 2000
10

15

20

25

30

      Italy
Percent              

1960 1970 1980 1990 2000
10

15

20

25

30

35

      United Kingdom
Percent              

1960 1970 1980 1990 2000
0

10

20

30

40

      Canada
Percent              



Chart 3

Current Account Balance Relative to GDP
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5Zh fkrrvh wr xvh wkh orqjhu vdpsoh shulrg zkhq dydlodeoh +udwkhu wkdq xvlqj d vwdqgdug vkruwhu
vdpsoh shulrg dfurvv doo frxqwulhv, lq rughu wr pd{lpl}h wkh srzhu ri sdudphwhu0vwdelolw| whvwv1 Zh
dovr frqvlghuhg vkruwhu vdpsohv iru wkh qrq0frqwlqhqwdo Hxurshdq frxqwulhv wr ghwhuplqh zkhwkhu
wkh fkrlfh ri vdpsoh shulrg d�hfwhg wkh frpsdudelolw| ri hvwlpdwlrq uhvxowv dfurvv frxqwulhv1 Wkhvh
hvwlpdwhv |lhoghg uhvxowv vlplodu wr wkrvh rewdlqhg zkhq wkh ixoo vdpsoh lv xvhg dqg duh qrw glvfxvvhg
ixuwkhu ehorz1
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6Dv d �uvw vwhs/ zh xvhg dq Dxjphqwhg Glfnh|0Ixoohu whvw wr lghqwli| wkh wlph vhulhv surshuwlhv
ri wkh gdwd iru hvwlpdwlrq1 Lq dgglwlrq wr d frqvwdqw whup dqg d wuhqg/ zh lqfoxghg irxu odjv iru
wkh fkdqjh ri wkh yduldeoh ehlqj h{dplqhg1 Wkh uhvxowv vxjjhvw +vhh dsshqgl{ F, wkdw wkh yduldeohv
xvhg lq rxu uhjuhvvlrq dqdo|vlv duh doo lqwhjudwhg ri rughu rqh1

7Rzlqj wr wkh suhvhqfh ri odjjhg hqgrjhqrxv yduldeohv lq wkhvh htxdwlrqv/ wkh shulrg ri dgmxvw0
phqw lv jhqhudoo| orqjhu wkdq wkh odj ohqjwk xvhg lq hvwlpdwlqj wkhvh v|vwhpv1

8Dsshqgl{ O uhsruwv hvwlpdwhg hodvwlflwlhv iru Jhupdq dqg Iuhqfk wudgh zlwk qrq0HX frxqwulhv/
dorqj zlwk vhyhudo elodwhudo htxdwlrqv +lqyroylqj Jhupdq wudgh zlwk Iudqfh dqg zlwk wkh Xqlwhg
Vwdwhv,1 Wkh sulfh hodvwlflw| hvwlpdwhv rewdlqhg lq wkhvh dgglwlrqdo whvwv gr qrw ryhuwxuq wkh orz0
sulfh hodvwlflw| uhvxowv uhsruwhg khuh1
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9Pruh vshfl�fdoo|/ rxu hvwlpdwlrq xvlqj wkh Ndopdq �owhu hqwdlov hvwlpdwlqj/ iru h{dpsoh/ wkh
iroorzlqj htxdwlrq iru h{sruwv=
{w @ �w . �w � |iw . �w � us{w . xw

�w @ �w�4. xsgdwlqj uxoh ghshqglqj rq revhuydwlrqv wkurxjk w1
�w @ �w�4. xsgdwlqj uxoh ghshqglqj rq revhuydwlrqv wkurxjk w1
�w @ �w�4. xsgdwlqj uxoh ghshqglqj rq revhuydwlrqv wkurxjk w1
xw�Q+3> �5,=
Diwhu rewdlqlqj lqlwldo hvwlpdwhv iru wkh htxdwlrq*v frh�flhqwv xvlqj dq lqlwldo vdpsoh ri Q revhu0

ydwlrqv/ wkh Ndopdq �owhu dxjphqwv wkh vdpsoh e| rqh revhuydwlrq dqg frpsxwhv wkh hvwlpdwhv iru
wkh Q.4wk shulrg xvlqj dq xsgdwlqj uxoh wkdw lqfrusrudwhv doo wkh revhuydwlrqv wkurxjk wkh Q.4wk
shulrg1 Wkh hvwlpdwhg hodvwlflwlhv wkh Q.4wk shulrg ehfrph wkh lqlwldo frqglwlrqv iru wkh hvwlpdwhg
hodvwlflwlhv iru wkh Q.5wk shulrg zklfk wkh Ndopdq �owhu phwkrg rewdlqv e| lqfuhdvlqj wkh vdpsoh
e| rqh revhuydwlrq wr Q.5 dqg dsso|lqj wkh xsgdwlqj uxoh1 Wklv surfhvv frqwlqxhv xqwlo doo wkh
revhuydwlrqv kdyh ehhq xvhg iru hvwlpdwlrq1

:Wkh odwwhu vwduwlqj srlqw zdv xvhg iru wkh h{sruw htxdwlrqv ehfdxvh ri wkh vkruwhu vdpsoh shulrg
dvvrfldwhg zlwk iruhljq JGS1
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 Chart 4 

Kalman-Filter Income Elasticities
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 Chart 5 

Kalman-Filter Price Elasticities
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t�L�*_c |�ihiuLhic i TiU| @ ?i}@|��i Th�Ui i*@t|�U�|) uLh i TLh|t @?_ @ TLt�|��i Th�Ui
i*@t|�U�|) uLh �4TLh|t�

A��t 4i@t�hi �tit �i�}�|t M@ti_ L? @}}hi}@|i |h@_i �L�t uLh 4@?�u@U|�hi_ }LL_t
L?*) @?_ |��t |�i ThL_�U| UL�ih@}i Lu |��t 4i@t�hi �t ?@hhL�ih |�@? |�i L?i ULhhi�
tTL?_�?} |L |�i 4i@t�hi Lu |h@_i Mi�?} t|�_�i_�?@4i*)c }LL_t @?_ tih��Uit� �Lhi�
L�ihc }��i? |�@| LMtih�@|�L?t L? |h@_i �L*�4it @hi }i?ih@|i_ M) _i�@|�?} |�i ?L4�?@*
�@*�i Lu |h@_i M) |�i ULhhitTL?_�?} Th�Ui �?_i c hi*�@?Ui L? |�i W�6<t hi@* igiU|��i
i U�@?}i h@|i _Lit ?L| i*�4�?@|i |�i ?ii_ |L �ti |�i UL?�i?|�L?@* |h@_i _i�@|Lht�
6�?@**)c T�M*�t�i_ _@|@ uLh |�i W�6<t hi@* igiU|��i i U�@?}i h@|it �*|ih L�| t�Lh|�h�?
��U|�@|�L?t ��|� |�i OL_h�U!��hitUL|| �*|ih� A��t |�i _@|@ @hi ?L| �_i@**) t��|i_ uLh
it|�4@|�?} tiT@h@|i*) t�Lh| @?_ *L?} h�? |h@_i i*@t|�U�|�it�

� �h_ih Lu W?|i}h@|�L?

AL _i|ih4�?i |�i |�4i�tih�it ThLTih|�it Lu |�i �@h�@M*itc �i �ti_ @? ��}4i?|i_
#�U!i)�6�**ih |it|� W? @__�|�L? |L �?U*�_�?} @ UL?t|@?| @?_ @ |hi?_c �i @**L�i_ uLh
uL�h *@}t uLh |�i U�@?}i Lu |�i �@h�@M*i� A�i |it| hit�*|t @hi Mi*L� |�i�h ULhhitTL?_�
�?} t�}?��U@?Ui *i�i*t ���U� 4i@?t |�@| L?i U@??L| hi�iU| |�i �)TL|�it�t |�@| |�iti
�@h�@M*it uL**L� @ h@?_L4 �@*! E�?|i}h@|i_ Lu Lh_ih L?i��

��}4i?|i_ #�U!i)�6�**ih Ait| +it�*|t

 hT u) 4 hT4 ) oeeo
�@?@_@ ���b2 ����� �2�eH �2�b2 �2��2 ���eD �2�b2
6h@?Ui ���b� �2��� �2�fe ����D ���DH �2��f ���e�

Bih4@?) ���b� ���DS ���Sb ����D �2�Db �2�b2 �2�2�
W|@*) ���.2 �2��f �2�Se �2�.e �2�e� ���e2 �2�f2

a@T@? �2�D� �2�.� �2�e� ���bS �2�D2 ����f �2�D�
N?�|i_ k�?}_L4 ���e� �2�2S �2�22 ����. �2��b �2��2 �2�2�

N?�|i_ 5|@|it ���.e ���HH �2�e. �2�H2 ����� �2�bS ���HH

# , Tih�4i?|@* #it�}?

6Lh4�*@|�L? AL it|�4@|i |�i *L?}�h�? i*@t|�U�|�it |�@| t�44@h�3i |�i �?_ih*)�?}
|hi?_t �? uLhi�}? |h@_ic �i @TT*) |�i UL�?|i}h@|�L? |iU�?�^�i Lu aL�@?ti? E�bHH��
A��t |iU�?�^�i �?�L*�it @TT*)�?} 4@ �4�4 *�!i*��LL_ |L it|�4@|i |�i T@h@4i|iht Lu

�b



@ t)t|i4 Lu i^�@|�L?tG

{5
|

' V n
?[
�'�

K
�

{5
|3�

n kq �5
|3�

n "
|

c "
|

� �UEfcl�c Eb�

��ihi 5�
|

' E�
|

@
|

R
|

�c V �t @ � � �iU|Lh Lu �?|ihUiT|tc K
�

�t @ � � 4@|h� Lu ULi�U�i?|t
uLh t�Lh|�h�? �?|ihhi*@|�L?t( �

|

�t |�i 4i@t�hi Lu |h@_i Ei TLh|t Lh �4TLh|t�( @
|

�t
|�i 4i@t�hi Lu �?UL4i EuLhi�}? Lh _L4it|�U�( R

|

�t |�i 4i@t�hi Lu hi*@|��i Th�Uit EuLh
i TLh|t Lh �4TLh|t�( @?_

kq � '

3
C k

��
��� k

��

��� ��� ���
k
��

��� k
��

4
D

3
C q

��
��� q

��

��� ��� ���
q
��

��� q
��

4
D �

A�i i*i4i?|t Lu k 4i@t�hi |�i tTii_ Lu @_��t|4i?| @?_ @hi !?L�? @t *L@_�?} ULi��
U�i?|t( |�i �iU|Lh Eq

��
q
2�
q
��
� ' q �

�

U�@h@U|ih�3it |�i �|� *L?}�h�? hi*@|�L? @4L?} �
|

c
@
|

c @?_ R
|

�
,t|�4@|it _ih��i_ uhL4 |�i aL�@?ti? ThLUi_�hi @hi !?L�? |L Mi ti?t�|��i |L |�i

?�4Mih Lu *@}t �?U*�_i_ �? |�i t)t|i4� W? @__�|�L?c it|�4@|it Lu �?UL4i @?_ Th�Ui
i*@t|�U�|�it @hi @*tL !?L�? |L Mi ti?t�|��i |L |�i U�L�Ui Lu hi*@|��i Th�Ui� A��t �i it|��
4@|i_ |�i i TLh| @?_ �4TLh| t)t|i4t �t�?} @*|ih?@|��i *@} _�t|h�M�|�L?t @?_ 4i@t�hit
Lu Th�Uit� AL ti*iU| |�i *@} *i?}|�c �i �4T*i4i?| |�i uL**L��?} ti*iU|�L? Uh�|ih�@� 6�ht|c
UL?t�t|i?U) ��|� iUL?L4�U |�iLh)c @t hi�iU|i_ �? |�i t�}?t Lu |�i ULi�U�i?|t @?_ |�i
i �t|i?Ui Lu L?i UL�?|i}h@|�?} �iU|Lh� A�L�}� 4�*|�T*i UL�?|i}h@|�L? �iU|Lht @hi ?L|
�?UL?t�t|i?| ��|� iUL?L4�U |�iLh)c |�i�h Thiti?Ui h@�tit �_i?|��U@|�L? �tt�it |�@| ��**
Mi @__hitti_ �? u�|�hi hiti@hU�� 5iUL?_c UL?t�t|i?U) ��|� t|@|�t|�U@* |�iLh)c @t hi�
�iU|i_ �? |�i @Mti?Ui Lu tih�@* ULhhi*@|�L? Lu |�i hit�_�@*t Lu |�i t)t|i4� AL _i|ih4�?i
|�i @Mti?Ui Lu tih�@* ULhhi*@|�L?c �i |it| ��i|�ih |�i ULi�U�i?|t Lu @ V�+ED� L? i@U�
t)t|i4<t hit�_�@*t @hi �L�?|*) 3ihL( i?|h�it ��|� @? 8 _i?L|i @ hi�iU|�L? Lu |�i �)TL|��
it�t Lu tih�@* �?_iTi?_i?Ui� ,?|h�it ��|� @ | �?_�U@|i L�h ti*iU|�L? uLh |�i ?�4Mih Lu
*@}t�

�@ti_ L? |�i *L?}�h�? i*@t|�U�|) it|�4@|itc �i i T*@�? t�Lh| h�? ��U|�@|�L?t �?
|h@_i �t�?} @? ihhLh�ULhhiU|�L? uLh4�*@|�L?G

{�
|

'
[

k
�

{�
|3�

n
[

w
�

{@
|3�

n
[

4
�

{R
|3�

nl.��
�c|3�

�

6Lh Thiti?|@|�L?@* T�hTLtitc �i hiTLh|
S

w�

E�3

S
k��

c
S

4�

E�3

S
k��

c @?_ l

E�3

S
k��

@?_ t�L� U�@h|t

��|� |�i bDI UL?�_i?Ui M@?_t uLh @** Lu |�i 4L_i*<t ULi�U�i?|t �t�?} hiU�ht��i it|��
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