

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
		

		
            

		
		
		
			
				
			
		
			
		
			
		
			
		
			
		
			
				
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Explaining the Great Moderation: It is Not the Shocks

	
    
        
            
            







    
    










    
    
    
    











			
                    ECB Working Paper No. 865
 
        

    
	

	
	
		
		
			20 Pages
		
		

		Posted: 26 Feb 2008
		
		
		
	

	
		
			
			




	See all articles by Domenico GiannoneDomenico Giannone
International Monetary Fund (IMF); Centre for Economic Policy Research (CEPR)
Michele Lenza
European Central Bank (ECB)
Lucrezia Reichlin
London Business School; UniversitÃ© Libre de Bruxelles (ULB) - European Center for Advanced Research in Economics and Statistics (ECARES); Centre for Economic Policy Research (CEPR); European Central Bank (ECB)


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 2 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Explaining the Great Moderation: It is Not the Shocks

								
							
							
							
								ECB Working Paper No. 865
							

							
							
								
									Number of pages: 20
								
								
									Posted: 26 Feb 2008
								
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							  152
							
						

					

					
					

					
						
							
						

						
							
								
									Explaining the Great Moderation: It is Not the Shocks
									

								
							
							
							
								CEPR Discussion Paper No. DP6600
							

							
							
								
									Number of pages: 15
								
								
									Posted: 06 Jun 2008
								
								
							

							
						

						
							
							Downloads
							    1
							
						

					

					
				

			

		

	

	


	
	
	
	
		
		
	
	
		
			Date Written: February 2008

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		This paper shows that the explanation of the decline in the volatility of GDP growth since the mid-eighties is not the decline in the volatility of exogenous shocks but rather a change in their propagation mechanism. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Shocks, Information, Great Moderation

	
	

	
    

    
	

	
	
		JEL Classification: E32, E37, C32, C53

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Giannone,  Domenico and Lenza,  Michele and Reichlin,  Lucrezia, Explaining the Great Moderation: It is Not the Shocks (February 2008). ECB Working Paper No. 865,  Available at SSRN: https://ssrn.com/abstract=1090279 or http://dx.doi.org/10.2139/ssrn.1090279 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Domenico Giannone (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				International Monetary Fund (IMF)  ( email )

			

			
			
				
				
				
					700 19th Street, N.W.
Washington, DC  20431
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				Centre for Economic Policy Research (CEPR) 

			

			
			
				
				
				
					London
United Kingdom

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Michele Lenza

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: European Central Bank (ECB)]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				European Central Bank (ECB)  ( email )

			

			
			
				
				
				
					Sonnemannstrasse 22
Frankfurt am Main, 60314
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Lucrezia Reichlin

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: London Business School]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				London Business School  ( email )

			

			
			
				
				
				
					Sussex Place
Regent's Park
London, London NW1 4SA
United Kingdom

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				UniversitÃ© Libre de Bruxelles (ULB) - European Center for Advanced Research in Economics and Statistics (ECARES)  ( email )

			

			
			
				
				
				
					Ave. Franklin D Roosevelt, 50 - C.P. 114
Brussels, B-1050
Belgium
+32 2 650 4221 (Phone)
+32 2 650 4475 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				Centre for Economic Policy Research (CEPR) 

			

			
			
				
				
				
					London
United Kingdom

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: European Central Bank (ECB)]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				European Central Bank (ECB)  ( email )

			

			
			
				
				
				
					Sonnemannstrasse 22
Frankfurt am Main, 60314
Germany

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      152

			

		
		
		
			Abstract Views

			    1,074

		

		
		 
		
			Rank

			  349,024

		

		
	


	

	
		
			
				       57 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    European Central Bank Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                European Central Bank Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            8,328

                                    

                                    
                                        PAPERS

                                            3,236

                                    

                                

                                
                            

                        

                    

                
	
                    Macroeconomics: Prices, Business Fluctuations, & Cycles eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Macroeconomics: Prices, Business Fluctuations, & Cycles eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,524

                                    

                                    
                                        PAPERS

                                           15,231

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Macroeconomics: Production & Investment eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Macroeconomics: Production & Investment eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,449

                                    

                                    
                                        PAPERS

                                            5,631

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Has the Business Cycle Changed and Why?

                        
                            By
                                
                                
                                    
                                    James H. Stock
                                     and 
                                
                                    
                                    Mark W. Watson
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Output Fluctuations in the United States: What Has Changed Since the Early 1980s?

                        
                            By
                                
                                
                                    
                                    Margaret Mary Mcconnell
                                     and 
                                
                                    
                                    Gabriel Perez-quiros
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Long and Large Decline in U.S. Output Volatility

                        
                            By
                                
                                
                                    
                                    Olivier J. Blanchard
                                     and 
                                
                                    
                                    John A. Simon
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Time Varying Structural Vector Autoregressions and Monetary Policy

                            
                                By
                                    
                                    
                                        
                                        Giorgio E. Primiceri
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Recent U.S. Macroeconomic Stability: Good Policies, Good Practices, or Good Luck?

                            
                                By
                                    
                                    
                                        
                                        Shaghil Ahmed, 
                                        
                                    
                                        
                                        Andrew T. Levin, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            On the Causes of the Increased Stability of the U.S. Economy

                            
                                By
                                    
                                    
                                        
                                        James A. Kahn, 
                                        
                                    
                                        
                                        Margaret Mary Mcconnell, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Rise in Firm-Level Volatility: Causes and Consequences

                            
                                By
                                    
                                    
                                        
                                        Diego Comin
                                         and 
                                    
                                        
                                        Thomas Philippon
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Rise in Firm-Level Volatility: Causes and Consequences

                            
                                By
                                    
                                    
                                        
                                        Diego Comin
                                         and 
                                    
                                        
                                        Thomas Philippon
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Rise in Firm-Level Volatility: Causes and Consequences

                            
                                By
                                    
                                    
                                        
                                        Diego A. Comin
                                         and 
                                    
                                        
                                        Thomas Philippon
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Estimation of Prewar Gnp:  Methodology and New Evidence

                            
                                By
                                    
                                    
                                        
                                        Nathan S. Balke
                                         and 
                                    
                                        
                                        Robert J. Gordon
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.167 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
