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The Econometric Society Australasian Meeting in 2011 (ESAM11) is being held in Adelaide, Australia, from 4 to 7 July. T
program consists of invited and contributesssions from a wide range of theoretical and applied areas of microeconomic

theory, international trade and econometric theory. Additionally, there are several invited sessions in the fields of applied
economics, experimental economics, financial econometrics, labour and health economics, macroeconomics, microeconomi

theory, and trade policy.
We warmly welcome you to ESAM 2011 in Adelaide.

Christopher Findlay and Jiti Gao
ESAM 11 GE€hairs

ESAM 11 Organising Committee

Professor Jiti Gao, Monash University

Professor Christopher Findlay, University of Adelaide
Dr Mandar Oak, University of Adelaide

DrNadezhda Baryshnikoylniversity of Adelaide

Dr Seungmoon Choi, University of Adelaide

Dr Nicholas Sim, University of Adelaide

Mr Michael Cornish, University of Adelaide

Meeting Organisers

All Occasions Group

41 Anderson Street

Thebarton, South Australia 5031

Telephone: +61 8 8125 2200

Facsimile: +61 8 8125 2233
Email:conference@aomevents.com
Website:http://www.alloccasionsgroup.com/ESAM2011
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General Information

Accommodation Health and Safety During the Meeting
Please finalise your accommodation account directly with y®lease contact the University's Security Office should you need
hotel reception. If booked through All Occasion Manageméinst aid attention. Simply call the Security Emergency number
your credit card details have been forwarded to your chosem 35444 (8303 5444) and advise that you need first aid.
hotel to secure your accommodation. This card will not @éhey will then ask about your location and injury etc., and
charged for your accommodation, and you will need attend to you with a first aid kit).
arrange payment directly with the hotel during your stay.

Meeting Evaluation
Airport Transfers l'y St SOGNRBYAO S@FftdzZ GA2Y @GAff
The Adelaide Airport is situated 7km from the central businassist with the planning of future ESAM events, we hope that
district and major hotels. An Airport City minibus rugsu will take the time to provide feedback on the Meeting.
between the airport and major hotels every half hour from
07:00¢ 22:00 (hourly on weekends) at a cost of approximatdeeting Rooms

AUD$10.00. The following small lecture rooms will be available to
participants to prepare their talks and discussions: LG07, LGO09,
Car Parking LG11, LG18 and LG19.

Frome Street EziParlEarly Bird Rate $13.00 (before 09:30).

Cnr Rundle & Pulteney Streets WilsoBarly Bird Rate $11.00lessages and Notices

(enter before 10:00). Messages may be left with the Meeting Organiser staff at the
registration desk.

Catering

Morning and afternoon teas will be served in the Foyer, Levédbile Telephones and Pagers

of the Napier Building (outside room 102). As a courtesy to other participants please ensure that all
Lunches will be served in the Bonython Hall (short walk frsli@ 6 Af S (St SLIK2y Sa FyR LI ISNE |
Napier Building). mode during all presentations.

Disclaimer Name Badges

The information presented in this handbook is correct at tAd delegates, sponsors, exhibitors and day registrants will be
time of printing. In the event of unforeseen circumstances, tissued with a name badge at registration. Admittance to all
Organising Committee reserves the right to delete or alssrssions and social functions included in the registration fee

items in the Meeting Program. will require presentation of your badge.
Lanyard colours:

Dress Standards Red = Committee or Volunteer
Smart casual dress is suggested for the Meeting sessionsBdmel = Delegate
Dinner. Yellow = Speaker
Evacuation procedure Registration Desk
On hearing the Emergency Warning (and Communicatiah) delegates must register to attend the Meeting. The
System: registration and information desk will be located on Level One
hy KSENAYy3I GKS ! £ SN ¢2yS dolReyNapieyRizRlidzs ardd Svl béXogpeth dusirg LitiX fbltbwing
e Cease inter/across floor movement hours:
e Secure your area/classified materials and statvn Monday 4 July 2011 15:00 to 18.00

equipment (if necessary e.g. computers) Tuesday 5 July 2011 08:00 to 17.00
e Prepare for possible evacuation.Take your personaMednesday 6 July 2011 08:00 to 18:15

belongings if readily accessible Thursday 7 July 2011 08:00 to 18:15
e If applicable, follow the instructions of the Chief Warden

via the Public Address system Security

hy KSENAYy3 GKS 9dF Odzt GA2y (PEgsensuiahtiyouyakealiziems & gajue ith xog at i@ o
e Evacuate via the nearest, safe exit and proceed to tfees when leaving a room. Do not leave bags or laptop

designated Assembly area computers unattended.
e Do not use lifts _ . . . _
e Await further instructions from the Warden The University of Adelaide Security Service

e DonotreSy i SNJ iKS odzAf RAY 3 dzg%’ geperab segyidy issyer Bleage) call8308 £99¢. @pen 84
the Chief Warden, Warden, Fire Service. ours 7 days per week. If the University is the first to be
notified about an emergency, we will advise other Emergency

There are Emergency Evacuation Posters in all the foyer8egyices. The telephone number 8303 5444 is for emergencies
the buildings at the University, please ensure you familiay- Do not use this number for general enquiries.
yourself with the information in the case of an emergency.
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General Information

Speakers & Presenters Guidelines Taxis

When arriving at ESAM11 please see the staff at théaxi from the airport to the city is approximately AUD$15.00.

Registration Desk located in the Napier Building on level &uburban Taxi 131 008

to register and for further direction to the session room. Yellow Cabs 132 227
Adelaide Independent Taxil32 211

Please arrive in the session room at least 15 minutes prior to

your session. Introduce yourself to the Chairperson of yd@mperature

session. C2NJ GKS Y2yGK 2F Wdz &z I RS
temperature is 15°C; the mean minimum is 8°C.

Familiarise yourself with the microphones and other room

equipment. Please load your PowerPoint from a USB. Stud@&ptgist Information

and committee will be on hand (identified by a red lanyard)ltof & 2dz I NS @AaAiridAy3a ! RSt ARS:

assist with this process. found within your delegate satchel.

The Chairperson has been instructed to end the sessionTmam Runs

time and will warn you when your time is nearly up by usiAdelaide Metro Trams run from Glenelg and to the Adelaide
cards showing 10 minutes, 5 minutes, 2 minutes and Fini&htertainment Centre, Port Road. For more information
The sessions are timed to allow for questions at the endptdase call, + 61 (08) 8210 1000 or visit the website

each session. www.adelaidemetro.com.au
Monday to Friday: 8.00am5.35pm
Timings of presentations for speakers: (every 8 minutes on average).
Saturday, Sunday, Public Holidays: 9.0@a6r00pm
a. Keynote session: 52 minutes (approximately every 15 minutes).
b. Paired invited session: 40 minutes Other Times (to Midnight): Approximately every 20 minutes.

c. Invited and contributed session: 26 minutes.

Privacy Policy

In accordance with the requirements of the Australian Privacy Act 2000, the All Occasions Group (encompassing All Occasiol
Management and Travelscene at All Occasions) complies with such legislation which is designed to protect the rights of the
individual to privacy of their information. All information collected with respect to your registration for participatitimisn
Meeting will only be used for the purposes of planning, conduct of the event or communication regarding future events.
These details may be made available to parties directly related to the Meeting including but not limited to the All Occasions
Group, venues, accommodation and travel providers (for the purposes of room/travel bookings and Meeting options), key
sponsors (subject to strict conditions) and other related parties as deemed necessary. It is also usual practice to produce &
w5883 GS [AadQ 2F GGSYyRSSa Fid GKS ad8GAy3a |yR GmtokyOf d
form, you acknowledge that the details supplied by you may be used for the above purposes. It is your responsibilityeto ensur
that all information provided to the All Occasions Group is accurate and kept up to date. To access or update your
information, please email or fax the All Occasions Group on conference@aomevents.com or 08 8125 2233.

Liability/Insurance

In the event of industrial disruptions or natural disasters, Econometric Society, The University of Adelaide, the Organising
Committee, and All Occasions Group cannot accept responsibility for any financial or other losses incurred by the delegates
The Econometric Society, The University of Adelaide, the Organising Committee and the All Occasions Group take n
responsibility for injury or damage to persons or property occurring during the Meeting. All insurance, including medical
O020BSNE 2NJ SELISyasSa AyOdiNNBR Ay (G(KS S@gSyid 2F (GKS OF yOoSt
Attendees are encouraged to choose a travel insurance policy that includes loss of fees/deposits through cancellation of your
participation in the Meeting, or through the cancellation of the Meeting itself, loss of airfares for any reason, medical
expenses, loss or damage to personal property, additional expenses and repatriation should travel arrangements have to be
altered. The Econometric Society, The University of Adelaide, the Organising Committee, and All Occasions Group will take n
responsibility for any participant failing to insure.


http://www.adelaidemetro.com.au/
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Internet Access

During the conference, there will be two different ways of accessing the internet via your laptop, both are wireless networks
We ask that you exercise the ordinary caution when accessing the internet from the University of Adelaide. By accessing th
internet at the University, you are agreeing to abide by the internet usage policy, fourtdtpt/www.adelaide.edu.au/
policies/2783/ Penalties may apply for misuse.

Eduroam Wireless Network

The 'eduroam' wireless network is a secure worldwide roaming access service developed for the international research anc
education community. It enables users to visit any participating education institution and access network services ising the
login credentials from their home institution. As a worldwide service, once it has been configured for the first time, users
should never need to make changes to this configuration when visiting a different institution. In some cases however, a VPN
may be required to provide the necessary access. Users wishing to use this service should seek configuration assistance frc
their home institution before travelling.

For information on Australian participating institutions and support information please contact your IT department or visit:
https://wiki.aarnet.edu.au/display/eduroam/For+End+Users

For more information for international participants please Mtp://www.eduroam.org/

To access the network during the conference, please select "eduroam' from your list of wireless networks and click ‘Connect’
You should now connect to the network.

ESAM2011 Wireless Network

In addition to eduroam, a wireless network has been set up specifically for the conference. To access the network during the
conference, please select ESAM2011' from your list of wireless networks and click 'Connect'. When prompted for a login nam
and password, enter 'esam2011' for both. These are not caps sensitive. You should now connect to the network.

Further Assistance
Please go to the registration desk during the conference for more assistance.


http://www.adelaide.edu.au/policies/2783/
http://www.adelaide.edu.au/policies/2783/
https://wiki.aarnet.edu.au/display/eduroam/For+End+Users
http://www.eduroam.org/
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Venue Floor Plans

Econometric Society Australasian Meeting 2011
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Venue Floor Plans
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Venue Floor Plans
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Venue Floor Plans
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Kk

Program- Monday 4 July
15.00- 18.00 |Registration Foyer 102, Napier
18.30- 20.30 [Welcome Reception Foyer of Nexus Tower
Program- Tuesday 5 July
08.00- 09.00(Registration Foyer 102, Napier
09.00- 09.15|0Opening Remarkby the Deputy Vic&€hancellor Room 102, Napier
Professor Pascale Quester
09.15- 10.15|ESAM Keynote Lecture Room 102, Napier
Social Capital and Social Quilts: Network Patterns of FgMoaired by Andy McLennan, University of Queensland
Exchange Sponsored by University of New South Wales Business Sg
Matthew O. Jackson, Stanford University
10:15-10.45|Morning Tea Break Foyer 102, Napier
10.45- 12.15|Invited and Contributed Sessions
Macroeconomics Microeconomics/Game  |Time Series Econometrics Development Economics/
(paired invited) Theory (Estimation) Trade
Room 102 Napier Room 208 Napier Room 209 Napier Room GO03 Napier
Chaired by Mark Weder, |Chaired by Virginie MassolGhaired by Gael Martin, MonasiChaired by Debdulal Mallic
University of Adelaide University of Adelaide University Deakin University
10.45- 11.15(PAYROLL TAXES, SOCIAL|Information, Matching and|Bias Reduction of Long Memorjnternational Business Cycl
INSURANCE AND BUSINERitcome Selection Parameter Estimators via the Pignd Remittance Flows
CYCLES Virginie Masson, Universityfiltered Sieve Bootstrap Debdulal Mallick, Deakin
Michael Burda, Humboldt |of Adelaide Gael Martin, Monash UniversityUniversity
University Berlin
11.15-11.45 Optimal Contracts for LosgTime Series Classification for |What Does a Terms of Trade
Averse Consumers Small Samples Using Bias Shock Do?
Juan Carlos Carbajal, Corrected AR Estimators Penny Smith, Reserve Ban
The Effectiveness of University of Queensland [SHEN LIU, Monash University |of Australia
Government Expenditures
During Financial Crisis:
11.45-12.15|Evidence from Regional Endogenous Reputation infAn alternative approach to
Government Spending in  [Repeated Games approximating moments of leagt
Japan 1992000 Priscilla Man, University oflsquares estimators
Markus Bruckner, UniversityQueensland Gareth D. LitEvans, Xi'an
of Adelaide Jiaotong Liverpool University
12.15- 13.30|Lunch Break Bonython Hall
12.30- 13.30|Poster Session Bonython Hall
The Effect of Minimum Academic Requirements to
Participate in Sports on High School Graduation
Marian VidalFernandez, University of NSW
Modeling Physician Labour Supply: Comparing a Discrete
Choice Structural Approach to a Reduced Form Approach
Daniel Kuehnle, The University of Melbourne

12
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)]

Applied Economics/
Econometrics
(Discrimination)

Room GO04 Napier
Chaired by Michael Coelli
University of Melbourne

Financial Economics/
Applied Finance

Room LG15 Napier
Chaired by Paul Kofman,
University of Melbourne

Financial Econometrics

Room LG24 Napier
Chaired by Nicholas Sim,
University of Adelaide

Applied
Macroeconomics/
Macroeconometrics
(Open Economy)

Room LG28 Napier
Chaired by Mardi Dungey
University of Tasmania

Nonparametric and
Time Series
Econometrics
(paired invited)

Room LG29 Napier
\Chaired by Maxwell Kin
Monash University

A Distributional Analysis g
the Gender Wage Gap in
Bangladesh

Salma Ahmed, Monash
University

Probabilistic Forecasts of
Volatility and its Risk
Premia

Worapree
Maneesoonthorn, Monash
University

Comparing Australian an
US Corporate Default Ris

(Bayesian Inference in a
Kime Varying

using Quantile RegressiojCointegration Model

Akhmad Kramadibrata,
Edith Cowan University

Rodney Strachan, The
Australian National
University

Gradient Based
Smoothing Parameter
Selection for
Nonparametric
Regression Estimation
Qi Li, Texas A&M

Occupation Differences al
the Gender Wage Gap in
Australia: a Detailed Re
assessment

Michael Coelli, University
Melbourne

iBkewness and Kurtosis
Ratio Tests: With
Applications to a Study of
Multiperiod Tail Risk
vfoon Wong, Bristol
Business School

Evaluation of Moment
Risk: Can the Sharpe Ra
make the Cut?
Aurobindo Ghosh,
Singapore Management
University

Reassessing Businesgle

Wenying Yao, Monash

VAR and VARMA Models

University

b

University

Sieve inference of sem
nonparametric time
series models

What Do Donors
Discriminate On? Evideng
From Kiva.org
Walter Theseira, Nanyang
Technological University

Excited or Depressed
inferring investor mood
from implied probability
weighted mixture
distributions

Paul Kofman, The
University of Melbourne

The QQ Approach, A Neywrhe Term Premium and

Look at the Moneyutput
Relationship

Nicholas Sim, University
Adelaide

the UK economy 1980
2007

dflardi Dungey, University
of Tasmania

Xiaohong Chen, Yale
University
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Program- Tuesday 5 July (continued)

13.30-15.00 |Invited and Contributed Sessions

Macroeconomics (Monetary|Simulation Methods in  |Agricultural, Environmental andHealth Economics/Public

Policy)Sponsored by ReseryEconometrics Resource Economics (Policy) [Health Policy
Bank of Australia
Room 102 Napier Room 208 Napier Room 209 Napier Room GO3 Napier
Chaired by Kalvinder Shield&zhaired by Vance Martin, |Chaired by Kym Anderson, Chaired by Duncan McVical,
University of Melbourne University of Melbourne |University of Adelaide University of Melbourne
13.30- 14.00 |Commodity Price Responseffficient Method of The Economics of Grain Price |Can the Health Insurance
to Monetary Policy SurprisesMoments Estimation for [Volatility Reform stop an increasing in
Dean Scrimgeour, Colgate |Count data Models Brian Wright, University of medical costs of middlend
University Andrew Tremayne, UNSWCalifornia old-aged persons in Japan?
Masaru Sasaki, Osaka
University
14.00- 14.30 [Trend in ation and MonetaryA Conditional Moment  [Trade Barrier Volatility and LosgSocial Capital, Health Related
policy rules: Determinacy |Copula Test of Contagion|Aversion: Evidence from Behavior and Hygienic
analyses in New Keynesian|Jessie Xiaokang Wang, |Agriculture Practices of the Extreme Poor
model with capital University of Melbourne |Kym Anderson, University of |in Rural Bangladesh
accumulation Adelaide ASM Rejaul Karim Bakshi,
Kirill Sossounov, Higher School Deakin University
of Economics
14.30- 15.00 |The Meta Taylor Rule A General Hypothesis TesExport Restrictions and Price |Estimates of Peer Effects in
Kalvinder Shields, Universityfor Stationary Markov Insulation During Commodity [Adolescent Smoking acros$
of Melbourne Processes Price Booms Twenty Six European
Vance Martin, University qfVill Martin, World Bank Countries
Melbourne Duncan McVicar, University
of Melbourne
15.00- 15.30 |Afternoon Tea Foyer 102, Napier
15.30- 17.00 |Invited and Contributed Sessions
Macroeconomics (Topics) |Experimental Economics |Microeconomics/Industrial Economics of Education
(Australian Economic Organisation
Policy)
Room 102 Napier Room 208 Napier Room 209 Napier Room GO3 Napier
Chaired by Anca loana SirbiChaired by Ralp Bayer, |Chaired by Stephen Hogg, Chaired by Maria Racionero,
University of California in  [University of Adelaide University of Queensland Australian National
Riverside University
15.30- 16.00 |NewsDriven Business Cycleéuction Format and Auctig@overnment and Private Effects of age at entry to
and Increasing Returns Sequence in MuHiem Employment, Wages, and Soci@ear 1 on later school
Anca loana Sirbu, UniversityMulti-Unit Auctions Welfare in a Hotelling Oligopsojputcomes: Evidence from
of California in Riverside  |Sascha Schweitzer, WenChung Guo, National Taipgiustralia
Karlsruhe Institute of University Trinh Le, University of
Technology (KIT) Melbourne
16.00- 16.30 [The Response of Consumpti®pectrum auctions in low |Airline Alliances, Antitrust Education and Teen Traffic
to Transitory Wealth Changgsompetition environments{immunity and Market Accidents: Evidence from No
Emmanuel De Veirman, Efficiency enhancing Foreclosure Pass, No Drive Laws
Reserve Bank of New Zealangserves Kai Hueschelrath, Centre for |[Rashmi barua, Singapore
Tom Wilkening, UniversityJEuropean Economic Research [Management University
of Melbourne (ZEW)
16.30-17.00 Rockets and Feather in thi\ Spatial Econometric Analysis\dbting on incomeontingent
Laboratory the Effect of Vertical Integrationloans
RalphC Bayer, University @ Retail Petrol Pricing Maria Racionero, Australia
Adelaide Stephen Hogg, The University gflational University
Queensland
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Applied Economics/
Econometrics (Household
Decision)

Room G04 Napier

Financial Econometrics

Room LG24 Napier

Chaired by Robert Breunig, ANChaired by Mervyn Silvapulle,

Monash University

Time Series Econometrics (Nonling
and Nonstationary)

Room LG28 Napier
Chaired by Qiying Wang, University
Sydney

Alon- and SemiParametric
Econometrics

Room LG29 Napier
/Cliiaired by Xibin Zhang,
Monash University

Does Risk Based Occupation
Choice Matter for Job
Satisfaction? Evidence from th
German Reunification
Experiment

Ong Qiyan, NTU

Minimum distance estimation o
the copula and the density of th
rror term in multivariate GARG
models

Mervyn Silvapulle, Monash
University

Nonstationary Nonparametric
&olatility Model

Heejoon Han, National University o
Singapore

Modelling asset correlations:
nonparametric approach
fisabel Casas, Syddansk
Universitet

The Effects of Wealth and
Earned Income on the Decisio
to Retire: A dynamic Probit
Examination of Retirement
Kostas Mavromaras, Flinders
University

Modelling Dependence in High
'Dimensions with Factor Copulal
Andrew Patton, Duke University

Martingale limit theorems revisited
snd nonlinear cointegrating
regression

Qiying Wang, The University of
Sydney

Estimation in a semiparametr
model with endogeneity

Nam Hyun Kim, University of
Adelaide

(9]

The Effect of Survey Design o
Household Reporting of Finand
Difficulty

Robert Breunig, The Australiar
National University

Realized alphas portfolios
\édlentina Corradi, University of
Warwick

Expansion of Poisson Process
Functionals and Its Application in
Econometric Estimation

Chaohua Dong, University of Adelg

Bandwidth Choice in
Nonparametric Estimation of
Nonstationary Time Series
iibin Zhang, Monash Univerg

ity

Applied Economics/
Econometrics (Labor, Health
and Production Economics)

Room G04 Napier
Chaired by Zen#lua Lu,
University of South Australia

Non- and SemiParametric
Econometrics

Room LG24 Napier
Chaired by Han Lin Shang,
Monash University

Applied Macroeconomics/
Macroeconometrics

Room LG28 Napier
Chaired by Jan Podivinsky, Univerg
of Southampton

Public Economics/
Microeconomic Policy
(Political Economy)

Room LG29 Napier
{Dhaired by Steven Callander,
Stanford University

Child Disabilities and Women
Labor Supply: Evidence from
Australia

ZengHua Lu, University of Sou
Australia

itmknown error density

Bayesian estimation of
bandwidths for a nonparametrid
regression model with an

Han Lin Shang, Monash
University

Realized Spithver Effect Within
Between Stock and Foreign Exchat
Market

Hung Do, Monash University

Incentives to Experiment in a
federal System

Steven Callander, Stanford
University

Inefficiency and Individual
Heterogeneity in a Stochastic
Frontier Model for Discrete
Ordinal Outcomes: A Health
Production Function

Xueyan Zhao, Monash Univers

Regression Discontinuity Desig
with Unknown Discontinuity

Points: Testing and Estimation
Ping Yu, University of Auckland

ity

e Impact of Inflation Uncertainty
on Interest Rates

Jan Podivinsky, University of
Southampton

Implementing the optimal and
fair policy in a political
accountability model

Koichi Miyazaki, National
Taiwan University

The Econometric Specification

Input Demand Systems Impliedlulia Polak, Monash University

by Cost Function Representati
Keith McLaren, Monash
University

Bbrecasting Model Validation

DNS

Testing for Cgumps with High
Frequency Financial Data: An
Approach Based on Fisstigh-Low
Last Prices

Heather Anderson, Monash Univer

Sovereign Debt in a Monetary
Union

Nadjeschda Arnold, Center F
Economic Studies

Sity
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Program- Wednesday 6 July
08.00- 09.00 |Registration Foyer 102, Napier
09.00- 10.00 |Colin Clark Lecture Room 102, Napier
Games Parents & Adolescents Play: Strategic Parentif@h&ired by Jonathan Pincus, University of Adelaide
the Behaviors of Teens Sponsored by Economic Society of South Australia
\V Joseph Hotz, Duke University
10.00- 10.30 |Morning TeaSponsored by Pearson Foyer 102, Napier
10.30-12.00 |Invited and Contributed Sessions
Time Series Econometrics|Microeconomics/Game Panel Data Analysis (Spatial [Development Economics/Trad
(paired invited) Theory Data)
Room 102 Napier Room 208 Napier Room 209 Napier Room GO03 Napier
Chaired by Don Poskitt, [Chaired by Andrew Wait, |Chaired by Zudi Lu, UniversityChaired by MarieClaire
Monash University University of Sydney of Adelaide Robitaille, University of Weste|
Australia
10.30- 11.00 |Nonstationarity in Political campaigning with |Theory and Practice for Trade and the Greenhouse Gas
Continuous Time momentum effects Massive Spatial and Spatio |[Emissions from International
Joon Park, Indiana Univergijicolas de Roos, Universitytemporal Data Freight Transport
of Sydney Hao Zhang, Purdue UniversitjLaura Puzzello, Monash
University
11.00-11.30 The Treason of the Margin [Instrumental Variable Quantil&Crime, Factor Abundance and
(or The Synergy Paradox) |Estimation of Spatial Globalization: Evidence from
. Andrew Wait, University of |Autoregressive Models CrossCountry Panel Data
Panels at High Frequency |syqney Liangjun Su, Singapore Marie-Claire Robitaille,
\L(JOPSOOT‘ Chang, Indiana Management University University of Western Australi
niversit
11.30-12.00 y Riding a Winning Horse: |Estimation in SemiparametricfForeign Direct Investment with
Information Use and FunctionalCoefficient Spatial [Heterogeneous Entry Costs
Condorcet Jury Theorem |Regression: A Robust ShiShu Peng, Academia Sinig
Keiichi Morimoto, Meisei |Framework
University Zudi Lu, University of Adelaide
12.00- 13.30 |Lunch BreakSponsored by Pearson Bonython Hall
12.30- 13.30 |Poster Sessions Bonython Hall

Modelling the relationship between Government
Assistance and Innovation using the ABS Business
Characteristics Survey: A Propensity Score Matching
Approach By Franklin Soriano; Australian Bureau of
Statistics

Franklin SoriancAustralian Bureau of Statistics

War and Inquisition: social control in the Spanish Emp

Jordi VidaRobert; Boston University

16



11

Econometric Society Australasian Meeting 2011
4 Julyt 7 July 2011 | Adelaide, South Australia, Australia

Applied Economics/
Econometrics (Alcohol
and Health)

Room GO04 Napier
Chaired by Olena
Stavrunova, University o
Technology Sydney

Non- and SemiParametric
Econometrics

Room LG15 Napier
Chaired by Pipat
Wongsaart, Monash
University

Financial Econometrics

Room LG24 Napier

UNGCCharlotte

Chaired by Jiancheng Jian

Macroeconomics
(Expectation and Learnin

Room LG28 Napier
(>haired by Michael
OsterwaldLenum,

Statistics Denmark

Microeconomics/
yhdustrial Organisation

Room LG29 Napier
Chaired by Scott
McCracken, Australian
National University

Rational Addiction in US
Demand for Table Wine
Michael Wohlgenant,
North Carolina State
University

Nonparametric Kernel
Testing for Semiparametri
Autoregressive Condition
Duration Model

Pipat Wongsaart, Monash
University

A New Test for Superior
Predictive Ability
Jiancheng Jiang, UNC
Charlotte

Economic earthquakes
Michael Osterwald_enum,
Statistics Denmark

Informative Advertising,
Consumer Search and
Transparency Policy
Chengsi Wang, Universit
of New South Wales

Consequences of Easiern
Access to Alcohol: New
Zealand Evidence

Emily Conover, Hamilton
College

Semiparametric Estimatio
of FirstPrice Auction
Models

Maria Florencia Gabrielli,
CONICET

Fundamentals

A Generalized ArbitragEreg
NelsonSiegel Term Structu
Model with Macroeconomid

Linlin Niu, Xiamen Universi

Learning and the Yield
I€urve

University
ty

IArunima Sinha, Santa Clgesmpirical analysis

Innovation, intellectual
property protection: an

Cynthia Wen, University
Sydney

Adverse Selection, MoralFlexible Bayesian Analysi

Hazard and the Demand
for Medigap Insurance
Olena Stavrunova,
University of Technology
Sydney

of First Price Auctions Usi
Simulated Likelihood

DongHyuk Kim, University

pf Technology Sydney

= stimating the volatility
fignctionals with multiple
transactions

and Xiamen University

Markups and New®riven
Business Cycles
Oscar Pavlov, The

Zhi Liu, Hong Kong Univerditpiversity of Adelaide
of Science and Technology,

Informative Advertising
Under Duopoly

Scott McCracken,
Australian National
University

17
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13.30- 15.00

Invited and Contributed Sessions

Macroeconomics (Financial
Markets)

Root)

Time Series Econometrics (UniPaneI Data Analysis

(Nonlinear)

Development Economics/
Trade

Room 102 Napier

Chaired by Cheng Wang, loy@haired by Biinghen Kuo,

State University

Room 208 Napier

National Chengchi University

Room 209 Napier
Chaired by Degui Li, Monas
University

Room GO3 Napier
IChaired by Scott French,
University of New South
Wales

13.30-14.00

Efficient risk sharing under
endogenous skill formation:
guantitative implications
Yuichiro Waki, University of
Minnesota

Measures of Distance for the u
root hypothesis
Ligiong Wang, University of Yo

hBemiparametric Trending
Panel Data Models with Cro
iSectional Dependence

Jia Chen, Monash Universit)

On the relationship betwee
grargaining and tariffs
Tomohiro Ara, UNSW

14.00-14.30

Dynamic Contracting with
Stochastic Outside
Opportunities and Costly
Termination

Cheng Wang, lowa State
University

Estimation in Threshold
Autoregressive Models with a
Stationary and a Unit Root
Regime

Jiying Yin, Monash University

Estimation in Semiparametr
Singlelndex Panel Data

a2zRSta sAGK (
Degui Li, Monash University

@he Composition of Exports
and Gravity

[Scdit Srancty infvébsitysof
New South Wales

D

14.30-15.00

Robust risketurn analysis of
international portfolios

Vitali Alexeev, University of
Tasmania

Gaussian Inference in General
(1) Models Based on Second
Difference

BiingShen Kuo, National
Chengchi University

A8Sting high dimensional
independence by empirical
spectral distribution function
Binbin Chen, Nanyang
Technological University

Growth Volatility and Trade
Evidence from the 1967975
K losure of the Suez Canal
Rasyad Parinduri, Universit
of Nottingham Malaysia
Campus

15.00-15.30

Afternoon Tea Breal§ponsored by Pearson

Foyer 102, Napier

15.30-17.00

Invited and Contributed Sessions

Time Series Econometrics
(paired invited)

Room 102 Napier

Chaired by Heather Andersa@haired by Changxia Ke, Max

Monash University

Experimental Economics

Room 208 Napier

Planck Institute for Tax Law an
Public Finance

Macroeconomics (Business
Cycles)

Room 209 Napier
Chaired by Sinchan Mitra,
dniversity of Queensland

Agricultural, Environmental
and Resource Economics

Room GO03 Napier
Chaired by Darko Jus,
University of Munich

15.30- 16.00

16.00- 16.30

Autoregressive Conditional
Models for IntervaValued
Time Series Data
Yongmiao Hong, Cornell
University

Commitment, Cooperation and
\oluntary Association in Social
Dilemmas

Lachlan Deer, University of
Adelaide

Output Fluctuations in the-G
7: An Unobserved
Components Approach
Sinchan Mitra, University of
Queensland

On the Price Path of Fossil
Resources: Implications for,
Climate Policy

Darko Jus, Center for
Economic Studies

on the Alliance Puzzle
Changxia Ke, Max Planck

Testing for equality of
correlation structure
Francisco Hidalgo (Moreno)

London School of Economics

Institute for Tax Law and Publig
Finance

Brothers in ArmsAn Experimentdentifying government

spending shocks considerin
the timing of news for
tAustralian economy

Altaf Alam, University of
Adelaide

Short and Longrun

(Fnvironmental Kuznets
Curve: Case Studies of Sulfur
Emissions in OECD countries
YiChia Wang, The Australian
National University

16.30-17.00 Gender Differences in Social |Interest Rate Control, Credit]
Preferences: Are Women MorgConstraints and Business
Sensitive to Experimental Contgycles: The Case of China
than Men? Tao Peng, Southwestern
Jianlin Zhang, Singapore Institlitiiversity of Finance and
of Management Economics

17.10- 18.10 |A W Phillips Lecture Room 102, Napier

Panel versus CroS®ctional Data
Cheng Hsiao, University of Southern California

Chaired by Brett Inder, Monash University
Sponsored by University of South Australia

18.30-22.30

Meeting Dinner, Crowne Plaza Adelaide Hotel, Ballrooms

Hindmarsh Square, Adelaide
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Applied Economics/
Econometrics (Health
Economics)

Non- and SemiParametric
Econometrics

Financial Economics/ Applied Finand

Agricultural, Environmental and
Resource Economics

Room GO04 Napier
Chaired by Tim Fry, RMIT
University

Room LG24 Napier
Chaired by Brett Graham,
Xiamen University

Room LG28 Napier
Chaired by Wehan Liu, La Trobe
University

Room LG29 Napier
Chaired by Pim Heijnen, Universit
of Groningen

Anchoring Vignettes and Chil
Respiratory Health
Eibhlin Hudson, RMIT Univer

Testing of Stochastic Discou

Higctor

Ying Fang, Xiamen Universit

[Nonparametric Estimation anRobust and Efficient Strategies to Tr

wnd Outperform a Benchmark
Paskalis Glabadanidis, University of
Adelaide

Hekvironmental Policy and the
Macroeconomy under Shallekake
Dynamics

Pim Heijnen, University of
Groningen

Investigating relative price
responses in the market for
illicit tobacco

Tim Fry, RMIT University

Semiparametric Varying
coefficient Instrumental
Variables Models

Ming Lin, Xiamen University,
China

Lunar Calendar Effect: Evidence of t
/ KAySasS CIF N¥YSNRa
Equity Markets in East Asia
Wethan Liu, La Trobe University

Ehe Thin Green Line: The
TrahsboSnddry- Phllut@n/Prob &
a Coupled System of Shallow Lak
Stuart McDonald, University of
Queensland

Is There an Income Gradient
Child Health? It Depends Wh
You Ask

Michael Shields, Monash
University

JEstimation of Discrete

[Bequential Move Games of
Perfect Information

Brett Graham, Xiamen
University

Informations Shocks, Systemic Risk
the FamaFrench Model: Evidence frg
the US Stock Market
Leon Zolotoy, Melbourne Business
School

Andchool Input That Matters: Indo
Air Quality and Academic
Performance

Tess Stafford, University of New
South Wales

Applied Economics/
Econometrics (Labor and
Employment)

Room G04 Napier
Chaired by Sue Richardson,
Flinders University

Financial Econometrics

Room LG24 Napier
Chaired by Bruce Chen,
Monash University

Public Economics/ Microeconomic
Policy (Labor and Political Economy)

Room LG28 Napier

Melbourne

Chaired by David Byrne, University ofChaired by Prasad Bhattacharya,

Applied Macroeconomics/
Macroeconometrics

Room LG29 Napier

Deakin University

Is Precarious Employment
Hazardous for Mental Health
Australia?

Sue Richardson, Flinders
University

Nonparametric Calibration of
mimevarying Coefficients
Realized Volatility Model

Bruce Chen, Monash Universibavid Byrne, The University of

Peer Effects in Policymaking: Eviden
from Canadian Provincial Formulary
Listings

Melbourne

déne economic value of enovement
between oil price and exchange rate
using copulabased GARCH models

Chih Chiang Wu, Yuan Ze Universit

Employment Effects of Army
{ SNBAOS FyR ¢
Compensation: Evidence fron
the Australian Vietnankra
Conscription Lotteries

Peter Siminski, University of
Wollongong

B€ing alderypar@metric
mpproach

University

Estimation of operational risksJob Mismatches and Labour Market
Outcomes:Panel Evidence on Austral@angaroo jumps? The effect of

Ainura Tursunalieva, MonashZhang Wei, Flinders University

University Graduates

Does the Kiwi fly when the

Australian macroeconomic news ¢n
the New Zealand dollar
Ozer Karagedikli, Reserve Bank df
New Zealand

Dynamics of Household
Joblessness at the Micro Lev
Evidence from Australia 2001
2007

Guyonne Kalb, University of

Extreme Market Riskn
HExtreme Value Theory
Approach

Abhay Singh, Edith Cowan
University

Melbourne

Estimating net child care price elastig
of partnered women with preschool

supplychild care model
Xiaodong Gong, University of Canbe

children using discrete structural labgarasad Bhattacharya, Deakin

itmproving forecasting performanc
by window and model averaging

)

University
rra
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08.00- 09.00

Registration Opens

|Foyer 102, Napier

09.00-10.30

Invited and Contributed Sessions

Macroeconomics (Labour
Markets)

Room 102 Napier
Chaired by Alfred Haug,
University of Otago

Microeconomics/Game Theory

Room 208 Napier
Chaired by Markus Schaffner,
QUT

Microeconomics/Industrial
Organisation

Room 209 Napier
Chaired by Sriram Shankar,
University of Western Sydney

Health Economics/Public
Health Policy

Room GO03 Napier
Chaired by Risti Permani,
ISchool of Economics

09.00- 09.30

Empirical Evidence on Inflatibservational Learning and

and Unemployment in the
Long Run

Alfred Haug, University of
Otago

Position Uncertainty
Michael Rapp, University of
Wisconsin, Madison

Exposure Problem in Multi U
Auctions

Xin Meng, Southwestern U. ¢
Finance & Economics

[Revisiting the Link between
Maternal Employment and
EchoolAged Children Healt
Status in Developing
Countries: An Instrumental
Variable Approach

Risti Permani, School of
Economics

)

09.30- 10.00 |The Ins and Outs of Expectation Formation and Risfkirm Behaviour Under The Impact of Fertility on
Unemployment in Japan Taking under Uncertainty: Uncertainty: A Simple a2iKSNARQ [ o6p
Norikazu Tawara, Kanto Evidence from Car Race Parametric Model Australia: Evidence from
gakuen University Experiments Sriram Shankar, University ofExogenous Variation in
Markus Schaffner, QUT Western Sydney Family Size
Julie Moschion, MIAESR
10.00- 10.30 |Changing Workers' Types arjtihree impossibility theorems, |Strategic Location Choice andl NSy (& Q LIS ND

Inefficient Decisions in Jab-
Job Transitions

Keisuke Kawata, Osaka
University

two independence axioms and
one unified proof

Network Formation for Entry

Shino Takayama, The Universityniversity

of Queensland

Keizo Mizuno, Kwansei Gakuktielke Buddelmeyer, The

children’s weight

University of Melbourne

10.30-11.00

Morning Tea BrealSponsored by the Productivity Commissi

Foyer 102, Napier

11.00-12.30

Joseph Fisher Lecture
Can Asia grow fast on its ow

n?

Peter Petri, Brandeis University

Room 102, Napier

Chaired by Christopher Findlay, University of Adelaide

12.30-13.30

Lunch BreakSponsored by the Productivity Commission

Bonython Hall

13.00-13.30

ESAM Annual Meeting

Room 102, Napier

13.30-15.00

Invited and Contributed Sessions

Non- & SemiParametric
Econometrics (paired inviteg

Room 102 Napier
Chaired by William Giriffiths,
University of Melbourne

Microeconomics/Game Theory|
1)
Room 208 Napier

Chaired by Uwe Dulleck,

Queensland University of
Technology

Time Series Econometrics

Room 209 Napier

Chaired by Jose Da Fonsecd
Auckland University of
Technology

Public Economics/
Microeconomic Policy

Room GO03 Napier
Chaired by Jennifer Steele,
University of Auckland

13.30-14.00

14.00-14.30

Bayesian analysis of momen
restriction models using
nonparametric priors

Yuichi Kitamura, Yale
University

Risk Aversion Versus Risk
Neutrality with Limited Liability
in a PrincipalAgent Model with
Moral Hazard and Project
Selection

Randy Silvers, Deakin Univers

Wishart Affine Stochastic
Correlation and realized (co)
variances: an ordinary least
squares estimation approach
Jose Da Fonseca, Auckland
tyniversity of Technology

Welfare Analysis of British
Rightto-Buy Scheme Coun
Housing Policy in 1980
Guannan Luo, Northwester
University

Ci
C

Temporary buyout option in
second price Internet auctions:

Forecasting Medium and Lar
Datasets with Vector

Theory and evidence from eBajAutoregressive Moving

14.30-15.00

Particle filtering within
adaptive MH sampling
Robert Kohn, University of

Che XiaoGang, The University
Sydney

Afrerage (VARMA) models
Gustavo Dias, Queen Mary
University of London

greundraising and the tradeo
between efficiency and
efficacy in NGOs

Jennifer Steele, University
Auckland

Df

New South Wales

The Good, the Bad and the
Naive: Do Fair Prices Signal G

Nonmonotonic Standardized
®ids of Bipower Variation in

Experts or Do Fair Prices Indu¢¢olatile & Fast Meameverting

Good Behaviour
Uwe Dulleck, Queensland
University of Technology

Stochastic Volatility Processe
Taesuk Lee, University of
Auckland

alfléearal Qa
Telecommunications Secto
An Efficiency and
®Productivity Analysis

Lee Yoong Hon, University
Nottingham in Malaysia

I

[@)
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Applied Economics/ Econometri
(Model Choice and Selection)

Room GO04 Napier
Chaired by Jordi Mckenzie,
University of Sydney

Room LG24 Napier
Chaired by Laurent Callot, Aarhus
University

'Bime Series Econometrics (Testidﬁ)nancial Econometrics

Room LG28 Napier
Chaired by Cheolbeom Park,
Korea University

Financial Economics/ Applied
Finance

Room LG29 Napier
Chaired by Ruey Yau, Nationa|
Central University

Cheap Tuesdays and the Dema
for Cinema

Jordi Mckenzie, University of
Sydney

Bipecification Sensitivities in Right
Tailed Unit Root Testing for
Financial Bubbles

University

Shuping Shi, The Australian Natightglotian Chen, Monash Univers

A Densitybased Approach to
Hypothesis Testing via Variance
Ratios

A comparative analysis of the
iscience and innovation profiles
of OECD and selected countrie
tyils de jager, Australian
Government

| N}

Extending endogenous grid
MétHodithdkdlviag disofete
continuous sequential decision
problems

Fedor Iskhakov, University of
Technology Sydney

Testing Granger Causality in
ContinuousTime Models

Sai Man Simon Kwok, Cornell
University

GMM Estimation of a Stochastiq
Volatility Model with Realized
Volatility: A Monte Carlo Study
Dinghai Xu, University of
Waterloo

ICountrySpecific Idiosyncratic
Risk and Global Equity Index
Returns

Ruey Yau, National Central
University

Caindisgeyty &f Hedahik FikeNJ
Indexes with Unobserved
Characteristics

Igbal Syed, University of New

South Wales

Hypothesis testing in panels of
cointegrated VAR
Laurent Callot, Aarhus University

Expected Returns, Expected
Dividend Growth Rates, and the
PriceDividend Ratio: Implicatior]
of Structural Breaks

A neoclassical model of financial
markets
Boug McLeod, RedSky Systen

Corporation

ns

Cheolbeom Park, Korea Univer

Sity

Applied Economics/ Econometri
(Distribution and Productivity)

Room GO04 Napier
Chaired by Jill Wright, Monash
University

ISconometric Estimation (High
Dimensional)

Room LG24 Napier
Chaired by Rachida Ouysse,
Australian School of Business

Financial Economics/ Applied
Finance

Room LG28 Napier
Chaired by Susan Thorp,
University of Technology, Sydn;s

Macroeconometrics of
Recurrent Events

Room LG29 Napier
Chaired by Don Harding, La
sirobe University

GMM Estimation of Income
Distributions from Aggregate Da
Gholamreza Hajargasht,
Melbourne University

Euler Equation Estimation on Mic
Bata
Kadir Atalay, UNSW

dhe Real Effects of State Owne
Bank Loans: Evidence from Jap
during a Crisis

Takeshi Yamada, The Universit
of Adelaide

Erior Selection for Vector
Antoregressions

Domenico Giannone, Université
¥ ibre de Bruxelles

Measuring poverty and inequality

from highly aggregated small areaveraging for estimation of artists'

data: The changing fortunes of
Latrobe Valley households
Jill Wright, Monash University

iDimension reduction and model

age-valuation profiles
Douglas Hodgson, UQAM

Financial competence, risk
presentation and retirement
portfolio preferences
Susan Thorp, University of
Technology, Sydney

Sign Restrictions in Structural
Vector Autoregressions: A
Critical Review

Renee Fry, Australian Nationa
University

Public Infrastructure and
Productivity in Australia: Evideng
from a Panel Cointegration
Approach

Amani Elnasri, University of New
South Wales

Efficient estimation of high
dimensional factor models under
cross sectional dependence
Rachida Ouysse, Australian Scho
of Business

Bank Risk: Does Size Matter?
Robert Powell, Edith Cowan
University

ol

Detecting and Predicting
Recessions
Don Harding, LaTrobe Univers
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Program- Thursday 7 July (continued)

15.00- 15.30

Afternoon Tea Breal§ponsored by the Productivity Commissi

froyer 102, Napier

15.30-17.00

Invited and Contributed Sessions

Financial Econometrics
(paired invited)

Room 102 Napier
Chaired by Ralf Zurbrugg
University of Adelaide

Experimental Economics

Room 208 Napier

Macroeconomics (Fiscal
Policy and Interest Rate)

Room 209 Napier

IChaired by Jonas Fooken, Queensla@taired by Guglielmo Mari

University of Technology

Caporale, Brunel University

Applied Economics/
Econometrics (dynamic ang
switching modeling)
Room GO03 Napier
iChaired by Roland Shami,
Monash University

|

15.30-16.00

16.00- 16.30

The Leverage Effect
Puzzle: Disentangling
Sources of Bias in High
Frequency Inference
Yacine AiSahalia,
Princeton University

Conforming to group norms: An
experimental study

Inflation and Inflation
Uncertainty in the Euro Are

Gautam Bose, University of New Soj@hglielmo Maria Caporale,

Wales

Brunel University

A Dynamic MIMIC model of
Settlement Success for
Immigrants to Australia
Laurence Lester, Flinders
University

Sponsored by Business
School, University of

The impact of Asian migration

Fiscal Fatigue, Fiscal Spag

investigated in an experimental labogand Debt Sustainability in

market

16.30-17.00

Efficient Semiparametric
Estimation of the Fama
French Model and

Jonas Fooken, Queensland Univers
of Technology

Advanced Countries
Bpnathan Ostry,
International Monetary Fun

®odelling the Australian
output by state and by
industry

Roland Shami, Monash
tUniversity

Extensions
Oliver Linton, London
School of Economics

Estimating Perceptions of
Discrimination: Experimental
Economics in Schools

Lionel Page, Queensland University
Technology

of

17.10-18.10

Ted Hannan Lecture

Averaging and Shrinkage in Econometrics
Bruce Hansen, University of Wisconsin

Room 102, Napier
Chaired by Robert Kohn, U
Sponsored by the National
Research (NCER)

niversity of New South Wal
Centre for Econometric

18.10- 18.20

Concluding Remarks

Room 102, Napier

Social Program

Welcome Reception
Monday 4 July 2011
18:30- 20:30

Nexus 10 Tower, Ground Floor Foyer

The University of Adelaide

Renew old acquaintances and meet new contacts at theEnjoy a relaxing night of fabulous fooc®
wine & good company. Featuring stunnings
views over the city of Adelaide, the Crowrn8

2YOAL €

2S5t 02YS wSOSLIiA2y®

Meeting Din
Wednesday

ner
, 6 July 2011

18:30-22:30

Crowne Plaza Adelaide, Hindmarsh Ballrtg‘ -

Dress Standards: Smart Casual

Plaza Adelaide is a great place to dine.

22
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Agricultural, Environmental and
Resource Economics

Room G04 Napier
Chaired by Kym Anderson,
University of Adelaide

Non- and SemiParametric
Econometrics

Room LG24 Napier
Chaired by Jason Ng, Monash
University

Economics of Education

Room LG28 Napier
Chaired by Gigi Foster, Univers
of New South Wales

Search and Matching Models in
the Labor Markets

Room LG29 Napier
iBhaired by Thomas Lubik, Fedg
Reserve Bank of Richmond

eral

Agricultural Price Distortions an
Growth in Emerging Economies
Kym Anderson, University of
Adelaide

glon-Parametric Estimation of
Forecast Distributions in Nen
Gaussian State Space Models
Jason Ng, Monash University

Estimating Peer Spillovers in
Australian Undergraduate
Classrooms

Gigi Foster, University of New
South Wales

An estimated small open
economy model with frictional
unemployment

Gunes Kamber, Reserve Bank
New Zealand

of

Explaining Agricultural Protectig
using a Finite Mixture Model
Will Martin, World Bank

Bstimation of copula models wi
discrete margins

Mohamad Khaled, The Univers
of Sydney

A second chance at education {
early school leavers

Yain Polidano, University of
Melbourne

®he Shifting and Twisting
Beveridge Curve: An Aggregate
Perspective

Thomas Lubik, Federal Reserve

Bank of Richmond

Can Storage Arbitrage Explain
Commodity Price Dynamics?
Eugenio Bobenrieth,
Departamento de Economia

Dirichlet Process Multiple Chan|
-point Model

Stanley latMeng Ko, The Chine
University of Hong Kong

dée Effect of Primary School
Availability on Middle School
Fettainment in Rural China

Li Li, National University of
Singapore

SkillBased Wage Determination
Wage Dispersion and
Unemployment

Benoit Julien, School of Econorj

nics
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Keynote SpeakersAbstract & Biography

Professor Bruce Hansen, University of Wisconsin (Econometrics)

Abstract
Averaging and Shrinkage in Econometrics

This presentation reviews the asymptotic theory of averaging and shrinkage estimation. The context is relatively high
dimensional but norsparse (semparametric) parameter spaces. Averaging and shrinkage estimators strictly dominate
conventional estimators in terms of risk (expected squared error loss). Our theory is asymptotic and applies broadly to
econometric estimation settings. The presentation reviews the application of averaging and shrinkage methods in
nonparametric regression, heteroskedastic regression, autoregression;staige least squares, GMM, and forecast
combination.

Biography

Bruce E. Hansen was a student of Peter Phillips at Yale University, receiving his Ph.D. in 1989. He is currently the Try
Haavelmo Professor of Economics at the University of Wisconsin, and previously held positions at the University of Rochest
(19891994) and Boston College (192998). He was CGhditor of Econometric Theory during 199608 and Associate Editor

of Econometrica for the period 199808. He is a Fellow of the Econometric Society and of the Journal of Econometrics. He
works in econometric methods, with main interests in econometric theory, time series, nonlinear modelling, nonparametrics,
model selection and averaging, and shrinkage estimation.

Professor Joseph Hotz, Duke University (Labour Economics and Public Palicy)

Abstract
Games Parents & Adolescents Play: Strategic Parenting & the Behaviors of Teens

In this lecture, | examine use game theoretical models to characterize the model the strategic interactions between parents
and adolescents over the (undesirable) behaviors of teens. | explore the implications of alternative assumptions abaut what i
common knowledge to both parties and what is private to each. | show that some of these models provide implications that
are testable with available data and | report on results of these tests. | also discuss more recent work with collaborators i

GKAOK GKFG I OoNRBIFRSNI Oflaa 2F NBIFOGAZ2Y FdzyOlAaz2ya FNRY 3l

AYTF2NNIEGA2YE AyadaNHzySyidlrt @FNAFofSa YSGK2Rao®

Biography

V. Joseph Hotz is the Arts and Sciences Professor of Economics at Duke University. He specializes in the areas of le
economics, economics of the family, applied econometrics, and evaluating the impact of social programs. His current researc
focuses on gamheoretic models of the interactions and resource allocation decisions of extended families; the economics of

child care markets; the effects of alternative public policies on higher education markets in the U.S.; and identifichtion an

statistical inference of regression models with missing covariate data. Hotz is a Fellow of the Econometric Society.

Professor Cheng Hsiao, University of Southern California (Panel Data Analysis)

Abstract
Panel vs. CrosSectional Data

Panel date, by blending the intémdividual differences with intréndividual dynamics allows a researcher to consider more
complicated behavioural hypotheses than a cresstional data can allow. It can also simplify statistical inference in many
cases through the exploitation of the muttimensional nature of panel data. For instance, in the case of correlated random
coefficients model (e.g. Card (1995)), the mean effects is unidentified without the presence of instruments satisfying very
stringent conditions (e.g. Heckman and Vytlacil (1998), Heckman et. al (2009)). On the other hand, with panel data one ca
apply the least squares principle to an appropriately transformed model and estimate the mean effects through the
application of the least squares Principle without the need for the presence of such instruments. Similarly, a measurement
without theory approach can be used to evaluate the effects of social programs without the need to worry about issues of
selection on observables (e.g. Rosenbaum and Rubin (1989)) or selection on unobservables (e.g. Heckman et. al (2001)).

Biography

Cheng Hsiao is the author of the landmark first and second editiol\r@flysis of Panel DataEconometrics Society
Monographs 11 and 34, Cambridge University Press, 1986 and 2003. He has published more than 120 scholarly articles in 1
econometrics and economics journals. He has also served on the advisory board of various academic institutions. He is
fellow of the Econometric society, @mitor and fellow of theJournal of Econometrica fellow of Modelling and Simulation
Society of Australia and New Zealand and an Academician of the Academia Sinica, Taipei.
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Professor Matthew Jackson, Stanford University (Game Theory)

Abstract
Network Patterns of Favor Exchange

We examine the informal exchange of favors among the members of a society. We focus on situations where the interactior
between any two individuals is insufficiently frequent to provide incentives to exchange favors over time, but where dhe soci
pressure of the possible loss of multiple relationships can sustain exchange. We characterize the network patterns of exchanc
that are robust in a sense that deleted relationships only result in a local loss of favor exchange. Such robustnesste®gcessit
Gaz2OAlt |jdzA f (& ¢ VikefuSidhssat dedppetelii ohnécted MihetiioN®S Bore generally, with heterogeneity in
F3SydaQ O2aida YR o0SySFAdGa FTNBY Tl @2NBRZI NRBodzad ySae2N]:
exchanging favors must have a common friend. We show that favor exchange networks in 75 villages in rural India exhibit
FNBljdzSyOe 2F GKAA &2NI 2F &dzZllLl2 NI GKIFG A& AA3IYyATFAOteayidf e
contrasts between support levels in favor networks and purely social networks.

Biography

Matthew O. Jackson is the William D. Eberle Professor of Economics at Stanford University and an external faculty member
the Santa Fe Institute. He received his BA from Princeton University in 1984 and his PhD from Stanford University in 198
Jackson's research interests include the study of social and economic networks. He has also made contributions in gan
theory, mechanism design, political economy, and microeconomic theory. Jackson has received the Social Choice and Welfe
Prize, a Guggenheim Fellowship, the B.E.Press Arrow Prize for Senior Economists, and has delivered the Nancy Schw
Lecture and the Fischer Schultz Lecture. He is a Fellow of the Econometric Society and the American Academy of Arts ¢
Sciences.

Professor Peter A Petri, Brandeis University (International Trade and Finance)

Abstract
Can Asia grow fast on its own?

az2ald OdzNNByld LINB2SOGA2ya Sy@rairzy ! aAlQa SYSNHAy3I SO2y2°
two decades. Yet an increasing number of observers also warns that Asia's growth processes are unsustainable and could le
AyaiaSIR (2 | GaYARRES AyO02YS (NI LIPé ¢KA& LI LISN SEFYAySa
identifies major sources of autonomous demand growthiddle class consumption, urbanization and infrastructure
development and, encouragingly, finds a good fit between their economic structure and Asia's patterns of comparative
advantage and productivity growth.

Biography

Peter A. Petri is the Carl J. Shapiro Professor of International Finance at the Brandeis International Business Sahdol (IBS)

Senior Fellow of the Ea®Vest Center in Honolulu, Hawaii. His research focuses on international trade, finance and

investment, primarily in the Asia Pacific. He was founding Dean of IBS from 1994 to 2006, has held visiting appointh@ents at t
Asian Development Bank Institute, the Brookings Institution, Fudan University, Keio University, Peking University, the OEC
and the World Bank, and consults for numerous international organizations and governments. He serves on the editoria
boards of journals dedicated to Adracific research and is the Convener of BestWest Dialogue He is a member of the

U.S. Asia Pacific Council, the PAFTAD International Steering Committee, and a former Chair of the U.S. APEC Study Ce
Consortium. He received A.B. and Ph.D. degrees in economics from Harvard University.
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Professor Yacine AitSahalia, Princeton University (Financial Econometrics)

Abstract
The Leverage Effect Puzzle: Disentangling Sources of Bias in High Frequency Inference

The leverage effect refers to the generally negative correlation between an asset return and its changes of volatilityal A nat
estimate consists in using the empirical correlation between the daily returns and the changes of daily volatility edtiomated
highfrequency data. The puzzle lies in the fact that such an intuitively natural estimate yields nearly zero correlatiostfor mo
assets tested, despite the many economic reasons for expecting the estimated correlation to be negative. To better understanc
the sources of the puzzle, we analyze the different asymptotic biases that are involved in high frequency estimation of the
leverage effect, including biases due to discretization errors, to smoothing errors in estimating spot volatilities, adi@stim
error, and to market microstructure noise. This decomposition enables us to propose bias correction methods for estimating
the leverage effect.

Biography

Yacine AiSahalia is the Otto A. Hack 1903 Professor of Finance and Economics and Director of the Bendheim Center fi
Finance at Princeton University. Prior to joining Princeton in 1998, he was Professor of Finance at the University of Chicag
DN} Rdz S { OK22f¢ 2F . dzaAySaasxs NBOSAOSR KAa tK5 Ay 902y:
Polytechnique. He has published widely in leading academic journals and has been distinguished for research and teachir
excellence. He is an elected fellow of the Institute of Mathematical Statistics, the Econometric Society and the Americar
Statistical Association.

Dr Markus Bruckner, University of Adelaide (Economic Growth, Political Economy)

Abstract
The Effectiveness of Government Expenditures During Financial Crisis: Evidence from Regional Government Spending in Ja
19902000

We use a rich dataset of regional government expendituresl&an during the 1992000 period to estimate from within
prefecture variation the multiplier of government investment and government consumption expenditures. Our main finding is
that government spending did not have multipliers effects that are on average larger than one. Government investment had a
positive and significant effect on output that was quantitatively larger than the effect of government consumption
expenditures. Government personnel expenditures and transfers to households had significant negative output effects while
transfers to firms produced positive multiplier effects that were significantly larger than one. Our findings are considient
macro model that emphasize the supige effects of fiscal policy during times of financial crisis.

Biography

al NJ] dz& . NHzO1ySNJ Aa | {SyA2NJ [ SOGdzNBNJ i GKS ' yA@SNBRAGE
Universitat Pompeu Fabra. His main areas of research are applied macroeconomics and political economy. He has published
leading academic journals such as Econometrica, The Review of Economics and Statistics, The Economic Journal, and
European Economic Review. His research has also received coverage by the press including The Economist, The New °
Times, The Financial Times, Bloomberg, and The Wall Street Journal.

Professor Michael C. Burda, Humboldniversitét zu Berlin (Macroeconomics)

Abstract
Payroll Taxes, Social Insurance and Business Cycles

Payroll taxes represent a major distortionary influence of governmentéabar markets. This paper examines the role of
payroll taxation and the social safety net for cyclical fluctuations in a nonmonetary economy with labor market frictions and
unemployment insurance, when the latter is only imperfectly related to search effort. A balanced social insurance budget
NEYRSNE 3INRaa ¢gF3Sa Y2NBE NAIAR 20SN) GKS 0OeotS IyRz la |
For conventional calibrations, the model generates a negatively sloped Beveridge curve as well as substantial volatility an
persistence of vacancies and unemployment.

Biography

Michael C. Burda is Professor of Economics at the Humboldt University, Berlin and Visiting Faculty at the European School
Management and Technology. He received his BA in 1981 and PhD from Harvard University in 1987. He has also taught
INSEAD (Fontainebleau) and Berkeley. His recent research interests include macroeconomic implications of search frictions a
matching, the effects of wage bargaining for the empirical wage distribution, and the impact of labor market institutifwes on
covariance structure of working hours and employment. In 1998 he received the Gossen Prize of the Verein fir Socialpoliti
(the German Economics Association).
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Professor Yoosoon Chang, Indiana University (Macroeconometrics)

Abstract
Panels at High Frequency

The lecture delivers the theory and application of an error component panel regression model in continuous time. The model
is introduced to effectively deal with the types of panel regressions such as factor models in asset pricing and uncovere
interest parity regressions in international finance. The economic and financial variables used in such models are available
high frequencies over long spans of time. However, if based directly on their high frequency observations, the usualregressi
method yields invalid inference. This is mainly due to the persistent stochastic volatilities that are widely observachigtihe
frequency observations. The lecture develops an efficient methodology to solve the problem created by the presence of
persistent stochastic volatilities. The proposed method allows us to rely on the usual normal asymptotics and validate al
standard inferential procedures. As empirical illustrations, the F&ne@ch factor pricing model and the uncovered interest
parity regression derived under no arbitrage condition are analyzed using the new methodology.

Biography

. 22422y [/ KlFEy3a o6tKed5dr S ! YyAGSNAAGEYS mMdpppy A& tNRBFSaa;
interests are in time series and panel data econometrics and their applications in macroeconomics and finance. She he
studied various nonstationary and nonlinear time series and panel models and developed new methodologies for valid
inference in such nonstandard yet more realistic models for economic data. Her recent research focuses on panels at hig
frequencies where she uses the data collected at higher frequencies to deal with inferential difficulties in models estimated
O2y @Sy iAaz2yltt t2¢6 FTNBIdzZSy OASa d Review gf EdomiblBtdded, datial oKEcénom@tBcS,y
Econometric Theory, Econometric Reviews, Journal of Time Series Aanalizisnometrics JournaBefore joining the faculty

of Indiana University, Chang taught at Rice for 11 years and at Texas A&M for 3 years where she also served as departme
head and Naomi Lewis faculty fellow of liberal arts. She is an associate editimn@fSeries Econometries) editorial board
member ofKorean Economics Reviesvscientific committee member dfiternational Symposium on Econometric Theory and
Applications She is also an external fellow of Granger Centre for Time Series Econometrics at Nottingham University and a
external associate of Centre for Econometric Analysis at Cass Business School in London, and a member of the Committee
the Status of Women in the Economics Profession.

Professor Xiaohong Cheryale University (Econometrics)

Abstract
Sieve inference of semi/nonparametric time series models

In this talk, | plan to cover two papers on simple inference methods for sieve estimation of semi/nonparametric time series
models.In the first paper (by Xiaohong Chen, Zhipeng Liao and Yixiao Sun), we establish the asymptotic normality ef sieve N
estimators in general semi parametric and nonparametric models with weakly dependent data. We provide an unified way to
derive the limiting distribution of sieve estimators for both finite and infinite dimensional parameters in these models. Our
method is particularly useful for sieve estimation of semnparametric model where finite dimensional parameters are
irregularly identified, and nonparametric model where infinite dimensional parameters are of interests. In both scenarios, we
show that a sethormalized functional of the sieve estimator is asymptotically normal and its studentized version is
asymptotically idistributed. We illustrate the theory by some examples and Monte Carlo studies. In the second paper (by
Xiaohong Chen, Jinyong Hahn and Zhipeng Liao), we study a general semiparamettéptestimation procedure, where an
infinite dimensional parameter h is first estimated by sieve M estimation and a finite dimensional pardnigtestimated by

GMM given the firsstep estimator of h. We provide inference procedures for the second step GMM estimator such that the
confidence intervals of are robust to the weak dependence of the data. Moreover, we give consistent and robust
specification tests of the validities of the moment conditions used in the GMM estimation. We also derive a numerical
equivalence result, which illustrates that in many cases, empirical researchers can ignore the semiparametric nature of the
model and get simple estimators of the semiparametric variances "as if" the problems were parametsepv\GMM.

Biography

Xiaohong Chen is Professor of Economics at Yale University. She obtained her Ph.D. in 1993 from the University of Califorr
San Diego. Her research interests include econometric theory, and semiparametric, nonparametric and financial econometric:s
She is an elected Fellow of the Econometric Society since 2007. She is/was on the editorial board of several top journa
including Econometrica, Review of Economic Studies, Journal of Econometrics, Econometric Theory, the Econometrics Jourr
Chen has published articles in leading econometrics and statistics journals including: Econometrica, Review of Econom
Studies, Annals of Statistics, Journal of the American Statistical Association, Journal of Econometrics, Journal of Appli
Econometrics, Econometric Theory, Review of Economics and Statistics, the Econometrics Journal, Statistica Sinica, amc
others. Her papers win the best paper awards of Journal of Econometrics (2006 and 2007), Journal of Applied Econometric
(2008 and 2009) and Journal of Nonparametric Statistics (2010).
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Professor Javier Hidalgo, London School of Economics (Econometrics)
Abstract
Testing for equality of correlation structure

Given one sample from P populations, the aim of this paper is to describe and examine two related tests for the null isypothes
of the equality of their correlation structures. In the first one, the test converges to a Gaussian process with a covariance
structure that depends on the unknown spectral density function and for which no time transformation is available, it implies
that it is difficult to obtain inferences so that we implement a bootstrap algorithm. On the other hand, the second test
converges to the standard Brownian motion. However, the latter depends on the choice of a nonparametric bandwidth
parameter. Both tests are roat consistent. Finally we describe a Mot@arlo experiment to shed some light on the finite
sample performance of the tests.

Biography

Javier Hidalgo is Professor in Econometrics at the London School of Economics and was visiting scholar at the University
Texas A&M. He is Editor of Journal of Time Series Analysis and Associate Editor of Journal of Econometrics, and he \
Associate Editor of Econometric Theory and TEST. He is a fellow of the Journal of Econometrics. His main interestiés Time Se
modelling and he works in the estimation and testing with long memory dependence. Other main interests are in the area of
nonparametric estimation, spectral domain methods as well as specification testing (model selection) and order determination.

Professor Yongmiao Hong, Cornell University (Econometrics)

Abstract
Autoregressive Conditional Models for Interx&lued Time Series Data

An intervalvalued observation in a time period contains more information than a pe@hied observation in the same time
period. Examples of interval data include the maximum and minimum temperatures in a day, the maximum and minimum GDF
growth rates in a year, the maximum and minimum stock prices in a trading day, the ask and bid prices in a trading eeriod, th
long term and short term interest, and the 9&@e and 10%tile incomes of a cohort in a year, etc. Interval forecasts mayfbe o
direct interest in practice, as it contains information on the range of variation and the level of economic variables. évjoreov
the informational advantage of interval data can be exploited for more efficient econometric estimation and inference.

We propose a new class of autoregressive conditional interval (ACI) models for ivi@ed time series data. A minimum
distance estimation method is developed to estimate the parameters of an ACI model, and the consistency and asymptoti
normality of the proposed estimator are established. Simulation studies show that the use of interval time series data can
provide more accurate estimation for model parameters in terms of mean squared error criterion. In an empirical study on
asset pricing, we find that when return interval data is used, some bond market factors, particularly the default riskafactor
significant in explaining excess stock returns, even after the stock market factors are controlled in regressions. rifierdiffe

the previous finding in the literature.

Biography

Yongmiao Hong is the Earnest S. Liu Professor of Economics and International StodreglatUniversity. He received his BS

in Physics and MA in Economics from Xiamen University in 1985 and 1988 respectively, and his PHD in Economics fri
University of California, San Diego in 1993. He has been a faculty in Department of Economics and Department of Statistic
Science at Cornell University since 1993.

Yongmiao Hong's research interest includes econometric theory, nonlinear time series analysis, and financial econometrics. +
publishes in Biometrika, Econometric Theory, Econometrizajrnal of American Statistical Association, Journal of Business
and Economic Statistics, Journal of Econometrics, Journal of Political Economy, Journal of Royal Statistical Society Serie
Quarterly Journal of Economics, Review of Economic Studies, Review of Economics and Statistics, and Review of Finar
Studies. He was the President of Chinese Economists SocietyZQ00p
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Professor Yuichi Kitamura, Yale University (Empirical Likelihood Methods)

Presentation Title & Abstract
Bayesian analysis of moment restriction models using nonparametric priors

This paper develops a Bayes procedure for moment restriction models. A nonparametric prior is employed to carry out
Bayesian analysis without imposing parametric distributional assumptions. Projection methods are used to deal with problems
associated with identifying restrictions. A semiparametric Bernsteim Mises theorem is proved for the finite dimensional
parameters. The procedure is implemented with an MCMC algorithm that exploit conjugacy property of Dirichlet processes.

Biography

Yuichi Kitamura is Professor of Economics at Yale University. He received his BA from the University of Tokyo in 1986 and F
from Yale University in 1993. He previously held positions at the University of Minnesota, the University of Wisconsin and th
University of Pennsylvania. His recent research papers consider topics such as: nonparametric analysis of individutyl rational
and its application to policy analysis, statistical inference in the presence of inequality constraints, Bayesian nonjgaadhetr
semiparametric methods in econometrics, MCMC methods, nonparametric identification and estimation of models with
unobserved heterogeneity, treatments of-fibsed inverse problems in econometrics, robust estimation and inference
methods in semiparametric models, applications of the large deviations theory in econometrics, semiparametric extensions of
the EM algorithm, nortlassical measurement error models, and nonparametric maximum likelihood methods.

Professor Robert Kohn, University of New South Wales (Bayesian Econometrics)

Abstract

Our article deals with Bayesian inference for a general state space model with the simulated likelihood computed by the
particle filter. We show empirically that the partially or fully adapted particle filters can be much more efficient than the
standard patrticle filter, especially when the signal to noise ratio is high. This is especially important because usiriglihe p
filter within MCMC sampling is of order T**2, where T is the sample size. We also show that an adaptive independent MH
proposal for the unknown parameters based on a mixture of normal can be much more efficient than the usual optimal
random walk methods because the simulated likelihood is not continuous in the parameters and the cost of constructing a
good adaptive proposal is negligible compared to the cost of evaluating the simulated likelihood. Independent MH proposals
are also attractive because they are easy to run in parallel on multiple processors. The article also shows that the propose
adaptive independent MH sampler converges to the posterior distribution. We also show that the marginal likelihood of any
state space model can be obtained in an efficient and unbiased manner by using the particle making model comparisor
straightforward. Obtaining the marginal likelihood is often difficult using other methods. Finally, we prove that the simulat
likelihood obtained by the auxiliary particle filter is unbiased. This result is fundamental to using the particle for MCMC
sampling and is first obtained in a more abstract and difficult setting by Delmoral (2004). However, our proof is direitlt and
make the result accessible to readers.

Biography
Robert's research and teaching interests include Bayesian methodology, Variable selection and model averaging

Nonparametric regression models, Time series modelling, Multivariate Gaussian ar@anesian regression; and Markov
chain Monte Carlo simulation algorithms
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Professor Qi Li, Texas A & M University (Microeconometrics)

Abstract
Gradient Based Smoothing Parameter Selection for Nonparametric Regression Estimation

Datadriven bandwidth selection based on the gradient of an unknoggression function is considered. Uncovering gradients
non-parametrically iof crucial importance across a broad range of economic environments sutgtesmining risk premium

or recovering distributions of individual preferencélthe procedure developed here is shown to deliver bandwidths which
have theoptimal rate of convergence for the estimation of gradients. We providietailed theoretical account of this new
approach to smoothing parameteselection. An important additional advantage of our proposed method over
the conventional crossalidation bandwidth selection method is that oapproach overcomes the tendency of traditional
data driven approaches tengage in under smoothing. Both simulated and (several) empirical exastpiesase the finite
sample attraction of this new mechanism.

Biography

Qi Li is a professor of economics at Texas A&M University. Professor Li obtained his Ph.D. in economics in 1991 from Te»
A&M University. He worked at the University of Guelph, Canada, from 1991 to 1999, as an assistant, an associate and a fi
professor. He joined Texas A&M University in 1999.

Li has published more than 100 research papers in economics and statistics journals including Econometrica, AER, JASA, An
of Statistics, among others. Li currently serves as an associate editor for Journal of Econometrics, Econometric Reviews, a
Journal of Nonparametric Statistics.

He also served in the past as aeditor of Econometrics Journal and an associate editor for Econometric Theory.

Li is a fellow of Journal of Econometrics. He received the inaugural Ontario's Premier Research Excellent Award in 1999.

Professor Oliver Linton, London School of Economics (Econometrics and Financial Econometrics)

Abstract
Efficient Semiparametric Estimation of the FaRr@nch Model and Extensions

This paper develops a new estimation procedurectoaracteristiebased factor models of stock returns. We treat the factor
model as a weighted additive nonparametric regression model, with the factor returns serving agatiyiveg weights, and a

set of univariate nonparametric functions relating security characteristic to the associated factor betas. We useserigse

and crosssectional pooled weighted additive nonparametric regression methodology to simultaneously estimate the factor
returns and characteristibeta functions. By avoiding the curse of dimensionality our methodology allows for a larger number
of factors than existing semiparametric methods. We apply the technique to the flater FamaFrench model, Carhart's
four-factor extension of it adding a momentum factor, and afizetor extension adding an owvolatility factor. We find that
momentum and owrvolatility factors are at least as important if not more important than size and value in explaining equity
return comovements. We test the multifactor beta pricing theory against a general alternative using a new nonparametric test.

Biography

Professor of Econometrics at the London School of Economics and Research Fellow at the Financial Marketi@retyp.
Professor of Economics at Yale University. Fellow of the Econometric Society, Fellow of the Institute of Mathematica Statist
and Fellow of the British Academy. He is the author of over one hundred articles in the areas of econometric theory and
financial econometrics. Within financial econometrics he is interested in high frequency data and in low frequency panel data
issues.
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Professor Joon Park, Indiana University (Time Series Econometrics)

Abstract
Nonstationarity in Continuous Time

The lecture introduces the general theory of nonstationary processes in continuous time. As an introduction, nonstatgonarity
discussed and analyzed in diffusion models with the asymptotics it generates for the maximum likelihood estimators. The new
asymptotics, called the primary asymptotics, are shown to be very useful in approximating finite sample distributions for a
wide class of continuous time models including nonstationary processes. The effect of nonstationarity in continuous time is
then explored in both conditional mean models and volatility models. The general asymptotic theory is presented and
interpreted in detail for these models. Some simulation results are also provided.

Biography

Joon Y. Park (Ph.D., Yale University, 1987) is Wisnewsky Professor of Human Studies and Professor of Economics at Ind
' VYAOGSNBEAGED® tF Nl Qad NBaSIFENOK yR SIFOKAYy3I AyGaSNBadga I NB |
done some foundational works on nonstationary time series, which have greatly improved our understanding of a wide
spectrum of economic models exhibiting nonstationarity in mean or volatility. His recent research focuses on the inferential
problem for continuous time models, and estimation of and testing for various asset pricing models using discrete time high
FNBIljdzSyOe S02y2YAO YR TFAYFYOAlf REcAnbrdetrich, | Jdbin& 2f ENdBamMSticslO K
Econometric Theory, Econometric Reviews, Journal of American Statistical Association, Journal of Time Seri@andAnalysis
Econometrics Journdefore joining the faculty of Indiana University, Park taught at several universities, including Texas A&M,
Rice, Seoul National, Toronto and Cornell. He is a Fellow of Econometric Society, and has served as a Council Member and
Chair of the Far Eastern Standing Committee of the Econometric Society. He also served as the Presideniofdficeea
Economic Association and the President of Korean Econometric Society. He is an associate Edanomietric Theorgnd

Time Series Econometriesy advisory board member of tHaternational Symposium on Econometric Theory and Applications

an external fellow of Granger Centre for Time Series Econometrics at Nottingham University, and an external associate 0
Centre for Econometric Analysis at Cass Business School in London.

Professor Brian Wright, University of California at Berkeley (Agricultural Economics)

Abstract
The Economics of Grain Price Volatility

Abstract Recent volatility of prices of major grains has generated a wide array of analyses and policy prescriptionsathat rev
the inability of economists to approach a consensus on the nature of the phenomenon and its implications for policy. This
review of market events and their economic interpretations finds that recent price spikes are not as unusual as many
discussions imply. Further, the balance between consumption, available supply, and stocks seems to be as relevant for ou
understanding of these markets as it was decades ago. Though there is much to be learned about commodity markets, the
tools at hand are capable of explaining the main forces at work, and of giving good guidance to policymakers confroated with
bewildering variety of expensive policy prescriptions.

Biography

NAFY 2NAIKGQaAa AyiSNBaida Ay SO2y2YA0& dzy OSNIFAydeé /R AY
in the Riverina district of New South Wales, Australia. He received a Bachelor of Agricultural Economics (First Class honors)
from the University of New England, Armidale, and won a Frank Knox Fellowship to Harvard university, where he received a
t KO50 Ay 902y2YA0ad IS GKSy 22AySR ,ItS ! yAGSNEAGEQa 902
Resource Economics at the University of California, Berkeley, recently ranked top in its field in research and reputetion by
United States National Research Council.

His research interests include economics of markets for storable commodities, market stabilization, agricultural policy,
industrial organization, public finance, invention incentives, intellectual property rights, the economics of research and
development, and the economics of conservation and innovation of genetic resources. He-hatha®d or ceedited
several books, includin@torage and Commodity Markets; Reforming Agricultural Commdgeliticy; Saving Seeds: The
Economics of Conserving Genetic Resources at the CGIAR, @atacsessing Biodiversity and Sharing the Benefits: Lessons
from Implementing the Convention on Biodiversiie has published extensively in the leading journals in Economics and
Agricultural Economics. In addition, he has-atthored articles inNature Biotechnology The Handbook of Plant
BiotechnologyandCrop Science
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Virginie Masson, University of Adelaide
Information, Matching and Outcome Selection

We consider a finite population of agents who exchange informadiwh are paired every period to play a game with tension betwesk
dominance and Pareto efficiency. Agents sample past plays and corresponding payoffs from their information neighbourhclamhsend
one of two possible actions using either best response or imitation. Information exchanges and possible matchings edstesansti
network. We first provide a complete description of the medium run outcomes and show that in the medium run only informatiers.
We then identify the conditions whereby either the risk dominant or the Pareto efficient convention is stochastically atdtdbow how
efficiency in the long run depends on the matching network.

Juan Carlos Carbajal, University of Queensland
Optimal Contracts for Loss Averse Consumers

We enrich the standard model of optimal contracts between a monopolist and a continuum of potential buyers under asymmetric
information by assuming that consumers have referedependent preferences a la Koszegi and Rabin (AER 2006). In our moseinem

are endowed with quadinear utilities over quantities of a divisible good that the monopolist sells and monetary paymentsvérs
valuation for the good is composed of the standard consumption utility, which is affected by privately known types, arditianahd
component that depends on deviations of quantity purchase from the reference point. Potential buyers aagdoss, so that daations
from the reference point are evaluated differently depending on whether they are gains or losses. We maintain Koszegh s @&&b
2006) basic framework and let gains and losses relative to the reference point be evaluated in terms of changes in thptioonsum
valuation. We show that the presence of reference points creates downward kinks in the overall valuation for the goamhcasradf the
privately known types, which renders the standard techniques based on revenue equivalence moot. We study different pagsible w
which consumers form their expectations over reference consumption and, for each case, apply a generalization of the tetenugrebs

and a revenue inequality to derive the optimal selling contract between the monopolist and loss averse consumers. Wg tiegehding

on how reference points are formed, there is substantial qualitative difference between optimal contracts for loss averseecerand
their counterpart for consumption utility maximizing buyers, both in terms of expected revenue generated to the monomblistaatityc
price offered to each type of consumer. In particular, in certain situations, full surplus extraction can be accomplisffiesbbycontracts.

Priscilla Man, University of Queensland
Endogenous Reputation in Repeated Games

Reputation is often modelled by a small but positive prior probability that a player is a “"behavioural type" in repeatsd Tas paper
investigates the source of this reputation by allowing two fully rational, equally patient players in a standard infepesited game to

commit privately to any behavioural strategy they wish at the beginning of the game. Even with forward induction restdnotiofis
equilibrium beliefs, a folk theorem holds: Every subgame perfect equilibrium payoff vector of the standard game is aaequeiiirium

payoff vector in the game with reputation choice when a public randomization device is available. This result holdmifer talbfperson
aGF3S AL YSas AyOfdzRAYy3a 02YY2y YR O2yFt AO00GAy3 Ayl SNDarsfiaemend!l YSa
power of reputation effect in repeated games relies crucially on the reputation being exogenous.

Tuesday 5 July, 10.45812.15 Time Series Econometrics (Estimation)

Gael Martin, Monash University
Bias Reduction of Long Memory Parameter Estimators via thélfered Sieve Bootstrap

This paper investigates the use of bootsttagsed bias correction of semparametric estimators of the long memory parameter i
fractionally integrated processes. The-gampling method involves the application of the sieve bootstrap to datafifpeged by a
preliminary semparametric estimate of the long memory parameter. Theoretical justification for using the bootstrap techna)béss
adjust log periodogram and sesparametric local Whittle estimators of the memory parameter is provided. Simulation evidencgaciog
the performance of the bootstrap bias correction with analytical bias correction techniques is also presented. The bootstag is
shown to produce notable bias reductions, in particular when applied to an estimator for which analytical adjustmentgédueiebaen
used. The empirical coverage of confidence intervals based on theadjasted estimators is very close to the nominal, foreasonably
large sample size, more so than for the comparable analytically adjusted estimators. The precision of inferences (as meesereal
length) is also greater when the bootstrap is used to bias correct rather than analytical adjustments.

SHEN LIU, Monash University
Time Series Classification for Small Samples UsingBiascted AR Estimators

A new test of hypothesis to classify stationary time series based oratljasted estimators of fitted autoregressive modepisposed. We
show theoretically that the proposed test has desirable properties. Simulation results show that when the time series theskae and
power of the proposed test are reasonably good, and thus this test is reliable in discriminating betweetestirttime seris from

different data generating processes. As the length of the time series increases, the performance of the test improvesbdngfthof the

biascorrection reduces. We also apply this testing method to the annual real GDP per capita of six European countries,adrntlesticte

series in this data set contains only fifgven observations. The application results demonstrate that the proposed testegdure is able
to classify the GDP series reasonably well.
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Gareth LidEvans, Xl'an Jiaotong Liverpool University
An alternative approach to approximating moments of least squares estimators
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dynamics are present. The OLS estima}tor is the focus here, but the method, which is valid under a simple set of smodtinmEsen
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model.

Tuesday 5 July, 10.4512.15 Development Economics/Trade

Debdulal Mallick, Deakin University
International Business Cycles and Remittance Flows

In this paper, we investigate the macroeconomic determinants and the effect of host country business cycles on remitlanwse inf
Estimating a dynamic panel data model by the system GMM, we document that remittance inflows asgclizal to home country
volatility but countercyclical to the volatility in host countries. This result does not hold for high income counties fdr keniittance
inflows are acyclical to home country volatility but prgclical to the volatility in host countries. For a host country, temee outflows are
countercyclical to the volatility of home countries. Trade openness is the single most important factor that determines rodtanee
inflows and outflows for the home and host countries, respectively.

Penny Smith, Reserve Bank of Australia
What Does a Terms of Trade Shock Do?

This paper uses a sign restricted VAR to describe and quantify the macroeconomic effects of different types of termsshddkadend
their propagation in the Australian economy. Three types of shocks are identified based on their impact on commodityA psi&g
export prices), global manufacturing prices (Australian import prices), and global economic activity. The first two shlobled,demand
shock and a commaodity specific demand shock, are fairly standard. The third shock, a globalisation shock designed thecaptersing
importance of China, India and Eastern Europe in the global economy, is more novel. This shock is associated witmandpgalingrices,

a rise in commodity prices (Australian export prices), and an increase in global economic activity. We show that undgrétandin
underlying nature of a terms of trade shock is crucial for determining its impact on the Australian ecdrimmyain conclusionf the
paper is that an increase in the terms of trade tends to be expansionary but is not always inflationary. The paper ajsts tighi the
exchange rate is an important buffer against external shocks that move the terms of trade.

Tuesday 5 July, 10.4512.15 Applied Economics/Econometrics (Discrimination)

Salma Ahmed, Monash University
A Distributional Analysis of the Gender Wage Gap in Bangladesh

This paper decomposes the gender wage gap along the entire wage distribution into an endowment effect and a discrinfiecttitakifg

into account possible selection into ftiline employment. Applying a new decomposition approach to the Bangladesh LabourStovesy
(LFS) data for the period 192805 we find that women are paid less than men everywhere on the wage distribution and thehigipeisat
the lower end of the distribution. Discrimination against women is the primary determinant of the wage gap. We also fit thap has
widened over the period under consideration. Our results intensify the call for better enforcement of gender based aHirantdin

policies.

Michael Coelli, The University of Melbourne
Occupation Differences and the Gender Wage Gap in Australia: a Detaites&sment

This paper describes a detailed investigation into whether the finding that men and women in Australia are employed diiffqrets

occupations can explain part of the average earnings difference between genders. In other words, are women overly repiesented

occupations where average wages are low? There are conflicting findings in the literature about whether these occupatencetiftan
explain the gap, with many papers concluding that they cannot, while two conclude that they can explain a sizable anheiggfthese
papers use different techniques and different data sources. This paper will investigate the role of technique and datarsgemder wage
gap decompositions, and ascertain whether constructing decompositions using much more detailed occupation categories¢hemedho
in this previous Australian research affects the findings.

Walter Theseira, Nanyang Technological University
What Do Donors Discriminate On? Evidence From Kiva.org

The rapid expansion and adoption of interdmsed microfinance platforms have provided an opportunity for individuals to direct
philanthropy towards specific causes to a degree not previously possible. In this paper, we make use of rich, indivithval ldata from
www.kiva.org, an internet website that facilitates philanthropic cash transfers from small scale individual donors te specfinance
loan recipients, to examine whether, and what patterns of, discrimination exist based on the choices made by these demapoitv
detailed information provided on each borrower though objective loan information, pictures and textual descriptions tagareette
determinants of individual charitable giving. We find that donors appear to discriminate in favour of more attractive;digimed, and
less obese borrowers, even as donors appear to systematically favour regions of the world where lighter skin is lest piteesdeaffects
are statistically and quantitatively significant and robust across a variety of specifications. Discrimination on thé figsiEal attraction
and skin colour appears to be heightened for female borrowers, while obesity matters more for male borrowers.
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Tuesday 5 July, 10.4512.15 Financial Economics/Applied Finance

Worapree Maneesoonthorn, Monash University
Probabilistic Forecasts of Volatility and its Risk Premia

The object of this paper is to produce distributional forecasts of physical volatility and its associated risk premianasi@passian, non
linear state space approach. Option and spot market information on the unobserved variance process is captured by usiodetirak
variance measures to define a bivariate observation equation in the state space model. The premium for diffusive vaisndefinged as
linear

in the latent variance (in the usual fashion) whilst the premium for jump variance risk is specified as a conditionattjndti®idynamic
process, driven by a function of past measurements. The inferential approach adopted is Bayesian, implemented via a MaiMonteh
Carlo algorithm that caters for the multiple sources of nonlinearity in the model and the bivariate measure. The methplie tap
empirical

spot and option price data for the S&P500 index over the 1999 to 2008 period, with conclusions drawn about investors required
compensation for variance risk during the recent financial turmoil. The accuracy of the probabilistic forecasts of thabibsamnance
measures is demonstrated, and compared with that of forecasts yielded by more standard time series models. To illushexefitlseof
the approach, the posterior distribution is augmented by information on daily returns to produce Value at Risk predistisgltaa being
used to yield forecasts of the prices of derivatives on volatility itself. Linking the variance risk premia to the risl @aeesneter in a
representative agent model, probabilistic forecasts of relative risk aversion are also produced.

Woon Wong, Bristol Business School
Skewness and Kurtosis Ratio Tests: With Applications to a Study of Multiperiod Tail Risk

This article extends Lo and MacKinlay (1988)is variance ratio test to that of skewness and kurtosis. In the proposeeriagmng
observations are used and their dependencies under 1ID assumption are explicity modelled so that more information frata the d
incorporated, giving rise to relatively more powerful tests with good size properties. The proposed tests provide usefigtidielyeck for
GARCHiype time series models, in particular, where mydé&riod forecasts of tail events are required. Empirical applicatidribentests to
world major equity markets show that failure to model higher order nonlinear dependencies is likely to have a negativereffect
accuracy of forecasts of mujtieriod tail risk.

Paul Kofman, The University of Melbourne
Excited or Depressednferring investor mood from implied probability weighted mixture distributions

A growing literature suggests that investors (intuitively) adopt a probability weighting scheme to adjust objective prebddilperceived
a1Ss6ySaa FyR GFAf NR&1® 28 SEGSYR . FINBSNR& [yR |dzZ yIQaAPTHH ANY O
introducing statedependency in the CPT model parameters. Investor mood is thereby conditionally specified on market seMiment.
illustrate the subjective probability density implications of our mixt@@T model by simulation. We then use a panel of edpitgx futures

options to estimate intertemporal implied regirmvitching densities. We use meth@f-moment estimation to fit the theoreticaCPFT
adjusted moments to the opticimplied empirical moments.

Tuesday 5 July, 10.4512.15 Financial Econometrics

Akhmad KramadibrataEdithCowan University
Comparing Australian and US Corporate Default Risk using Quantile Regression.

The severe bank stresses of the Global Financial Crisis (GFC) have underlined the importance of understanding and rRieamercrgait
risk. The Australian economy is widely considered to have fared much better than the US and most other major worlcescbimsmi
paper applies quantile regression and Monte Carlo simulation to the Merton structural credit model to investigate the dofngeceéme
asset value fluctuations on default probabilities of Australian companies in comparison to the USA. Quantile regressiorodidliimg of
the extreme quantiles of a distribution which allows measurement of capital and PDs at the most extreme points of an edowoitnit,
when companies are most likely to fail. Daily asset value fluctuations of over 600 Australian and US investment and/speatitikei are
examined over a ten year period spanning8EC and GFC. The events of the GFC also showed how the capital of global bendedas
as defaults increased. This paper therefore also examines the impact of these fluctuating default probabilities on thedeapitecy of
Australian and US banks. The paper finds highly significant variances in default probabilities and capital betweeniguzitilégistralia
and the US, and shows how these variances can assist banks and regulators in calculating capital buffers to sustaioughnkslatile
times.

Aurobindo Ghosh, Singapore Management University
Evaluation of Moment Risk: Can the Sharpe Ratio make the Cut?

Traditional tests of Onancial risk for optimal portfolio choice based on Sharpe ratios are inherently ensconsed in thy rrmsnaiption of
the return distribution besides independence. Such tests are not strictly valid for Onancial data that are known to hetieptrd often

show persistence in levels or volatility. We propose a smooth total moment risk measure with directional components tkas thadr
drawbacks of such procedures for practical implementation and inference. Our illustration of the proposed test on hedgdifesdwvith

other existing measures show promising future for the new risk measure that has known tabulated distributions.
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Nicholas Sim, University of Adelaide
The QQ Approach, A New Look at the Mofaytput Relationship

Do money supply shocks in influence output growth asymmetrically? When the same monetary policy stance is applied tieirerft
output growth, would the outcomes be dierent? To address these questions, | propose a hew method, dubbed the quantiletibm @uan
QQ approachhased on a series estimation and generated regressor framework that models how the quantile of output growthsdepend
the quantile of money supply shock, where restrictive (expansive) policies are represented by the left (right) tail otksedstribution.
Conditions for consistency and asymptotic normality are provided. Generally, | find that each quantile of output growtius@spre to
restrictive than to expansive money supply shocks. For M2 money supply, both restrictive and expansive shocks become effentiver
when applied to the tail distributions of output growth.

Tuesday 5 July, 10.4512.15 Applied Macroeconomics/Macroeconometrics (Open Economy)

Rodney Strachan, The Australian National University
Bayesian Inference in a Time Varying Cointegration Model

There are both theoretical and empirical reasons for believing that the parameters of macroeconomic models may vary otemtawver,
work with timevarying parameter models has largely involved Vector autoregressions (VARS), ignoring cointegration. Tlitis telésgt
that cointegration plays an important role in informing macroeconomists on a range of issues. In this paper we develdjpree nanying
parameter model which permits cointegration. We use a specification which allows for the cointegrating space to evolw@®ireat
manner comparable to the random walk variation used with -TAMRs. The properties of our approach are investigated before dangla
method of posterior simulation. We use our methods in an empirical investigation involving the Fisher effect.

Wenying Yao, Monash University
Reassessing Businesgle VAR and VARMA Models

Existing experiments suggest that using vector autoregressive moving average (VARMA) models instead of vector autofeégrdssive
models does not solve the problems of structural VARs with producing accurate impulse responses, even when the obsdrescavaria
generated from a VARMA process. The usual data generating process (DGP) for these experiments is taken from the equitibridmas
standard real business cycle (RBC) model. In this paper we show that in typically small samples for macroeconomic datd, the u
identification problem for the VARMA's moving average components arises. This problem tends to diminish with sampleesiperimént

with alternative data generating processes that have stronger internal propagation mechanisms than the prototype RBC maldel. W
propose a method for decomposing the sources of biases arising in VAR and VARMA approximations of the true DGP.

Mardi Dungey, University of Tasmania
The Term Premium and the UK economy 182007

¢KS GSNIY LINBYAdzY A& SadAYFGSR FTNRBY |y SYLANROFffe O2KSNByia 2L
accounts for the mixed nature of the data and cointegration between some variables. Using this framework the estimatece rexgati
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dominant in the evolution of the term premium. Projecting into the 2€D08 crisis period reveals the extent of the shockshe UK
economy, and also shows the similarities in term premia behaviour with those experienced during the 1998 Russian lgridi& tk& O (i A y -
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Tuesday 5 July, 12.30L3.30 Poster Session

Marian VidatlFernandez, University of New South Wales
The Effect of Minimum Academic Requirements to Participate in Sports on High School Graduation

During the 1970s, state interscholastic associations imposed rules requiring student athletes to pass a certain numbeseftaou
participate in school sports. Using the National Longitudinal Survey of Youth together with a newly collected datasstromgthey of the
rules, | exploit variation in the rules across states to estimate their effects on high school graduation. | find thangetudents to pass
one additional course is associated with a tpercentagepoint increase in the likelihood of graduation. This result surviwersl
robustness checks, including finding no effect for female students, who at the time had limited access to interscholestis. ath

Tuesday 5 July, 13.305.00 Macroeconomics (Monetary Policy)

Dean Scrimgeour, Colgate University
Commodity Price Responses to Monetary Policy Surprises

Commodity prices are important both as a source of shocks and for the propagation of shocks originating elsewhere irothg &t¢amy

vector autoregression (VAR) studies estimate a gradual response of commodity prices to monetary policy shocks. Exptoigtigrinh

hight NB1jdzSy0e UylFyOAlf YIN]JSG RFEGFYT FYyR dzaAy3d (KS YSGK2Raei@¥ wAa
interest rates causes commodity prices to fall immediately by about 0.5%. This is abethirgeoof the estimated response tfe S&P500,
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commodities. The point estimate for oil prices is similar to other commodities, but is estimated imprecisely.
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Kirill Sossounov, Higher School of Economics
Trend in ation and Monetary policy rules: Determinacy analyses in New Keynesian model with capital accumulation

The effects of positive trend inflation is analyzed in the framework of the standardK¥giesian model with Calvo price segtiand capital
accumulation. It is build on the work of Duport (2001) and Ascari and Ropele (2007) who separately considered effectal of capi
accumulation and trend inflation in the similar context. It is shown that the simultaneous presence of positive inflaticgpéad
accumulation greatly affects determinacy property of equilibrium in this setup. Namely, in order to maintain stabilitytioratidactively

react to inflation monetary authorities should react to output fluctuations but not to a great extend. Overreaction to cugyutead to
indeterminacy.

We also show that for a large set of plausible parameters standard Taylor rule leads to indeterminacy. Alternative molieyanylgs are

also analyzed.

Kalvinder Shields, University of Melbourne
The Meta Taylor Rule

This paper provides a characterisation of U.S. monetary policy within a generalized Taylor rule framework that accommodtdegies
Fo2dzi GKS RdzNI GA2y 2F LRtAOe NBIAYSA yR GKS &LISOA UOnmcdatdirties 2 F
inherent in traditional Taylor rule analysis. Our approach involves estimation and inference based on Taylor rules dbtaighdstandard

linear regression methods, but combined using Bayesian model averaging techniques. Employing data that were availabimen treal
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the last forty years.

Tuesday 5 July, 13.305.00 Simulation Methods in Econometrics

Andrew Tremayne, UNSW
Efficient Method of Moments Estimation for Count data Models

Time series models for count data are an active area of research. The integer status of data is often preserved usiegetlagdhe
binomial thinning operator in place of multiplication as in, e.g., autoregressive models. The parameters of resultantlikedetse of the
Poisson Integer AutoRegressive, or PoINAR, class can be estimated by maximum likelihood where the prediction error d@zomposit
together with convolution methods, is used to write down the likelihood function. With the fairly natural counterpart bifd®niodel, viz.

an integer moving average model defined using a thinning operator, or a mixed model with both autoregressive and movige avera
components, this is not the case. In this paper we consider the use of techniques of indirect inference as a means roj piaeiival
estimators of relevant parameters using simulation methods. Under certain regularity conditions, the resultant estimatoossistent,
asymptotically normal and achieve the Craaf&o bound. Fairly extensive simulation evidence on the efficacy of the appropicviged

and it is seen that the method can yield serviceable estimates, even with relatively small samples. Applications arsuppihoevith these
models, though the range is increasing. We provide two examples using real life data: one data set is adequately madpiepuosi
integer moving average specification; and the other, a Wetlwn data set in the branching process literature that has hithgntoved
difficult to model satisfactorily, uses a mixed specification with special features.

Jessie Xiaokang Wang, University of Melbourne
A Conditional Moment Copula Test of Contagion

A new test of contagion is proposed based on a comparison of conditional copula distributions of financial returnsancnisiscrisis
periods. An important feature of the approach is that a range of contagion channels are tested including the usual clztheetsean and
the second moment, as well as higher order moments including coskewness and cokurtosis. The properties of the test ard ixammf
samples using a range of Monte Carlo experiments with the results compared with existing tests of contagion.

Vance Martin, University of Melbourne
A General Hypothesis Test for Stationary Markov Processes

A general framework is developed to test for stationary Markov processes. The test statistic consists of computing a esrstpm fi}

based on averaging the transitional density p(x,yyith parameter' of a stochastic process over the sample x=x{i} and comparing this

j dzt y G A G8 ' @xdKwherdJ@)EStReertinent stationary distribution. Under the null hypothesis, the statistic is shown to be a
centered Gaussian random variable asymptotically. Extending the framework to the case of unknown parameters is also.discussed
Applications of the testing methodology to finance are presented.

Tuesday 5 July, 13.30L5.00 Agricultural, Environmental and Resource Economics (Policy)

Brian Wright, UNIVERSITY OF CALIFORNIA
The Economics of Grain Price Volatility

Recent volatility of prices of major grains has generated a wide array of analyses and policy prescriptions that rewadllitheof
economists to approach a consensus on the nature of the phenomenon and its implications for policy. This review of magahevieeir
SO02y2YAO AYUOSNIINBGIFGA2ya UyRa G(GKFG NBOSyd LINAOS aLAl SawetnNB y
consumption, available supply, and stocks seems to be as relevant for our understanding of these markets as it was adeddurgyhg

there is much to be learned about commodity markets, the tools at hand are capable of explaining the main forces at woirkjivang
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Kym Anderson, University of Adelaide
Trade Barrier Volatility and Loss Aversion: Evidence from Agriculture

It is not uncommon for governments to respond to alter their trade barriers in order to stabilize the domestic markettioalypkensitive
products. When international food prices spike upwards, not only do some-éapdrting countries restrict exports but also sorfu®ad-
importing countries lower their import barriers, and the opposite when international food prices slump. This paper draws aapts
recent political economy theory by Freund and Ozden (2008) to develop hypotheses to explain this phenomenon, and testitiemtiye

using a comprehensive database on the extent of government intervention in agricultural markets in 75 countries from 2088. to
{LISOAFTAOItter S SEFYAYS 6KSGKSNI RSGSt 2LIAy3a O2 dzy intamé&cuaries Jantl A O &
whether there are differences as between foedrplus and foodleficit countries. The paper concludes by drawing out some policy
implications and areas for further research.

Will Martin, World Bank
Export Restrictions and Price Insulation During Commodity Price Booms

For individual countries, variable trade barriers can be used to reduce the volatility of domestic relative to worldlfptitess done by
countries accounting for a large share of the market, its effect is offset by increases in world price volatility. Trébostisdthe nature of
the resulting collective action problem, with the policy being ineffective on average in stabilizing domestic prices evédlgirig the
volatility of the income transfers from termsf-trade changes. A simple approach to assessing the contribution of insulatite torice
increases is developed and used with new estimates of agricultural distortions to assess its contribution to the pride $piK&34 and
200608 for rice and wheat. The analysis suggests that 45 per cent of the increase in rice prices08,20@630 per cent dhe increase in
wheat prices, was due to insulating behaviour. One sign of progress since7#9Vi&s a substantial reduction in the extent aice-

insulating behaviour by the industrial countries. This provides little stabilizing benefit in the rice market becauseesoonteiassifying
themselves at the World Trade Organization as developing account for only 3 per cent of world rice consumption. Butffedseme
benefit for the wheat market where nadeveloping countries account for 27 per cent of consumption.

Tuesday 5 July, 13.30L5.00 Health Economics/Public Health Policy

Masaru Sasaki, Osaka University
Can the Health Insurance Reform stop an increasing in medical costs ofraitdlleldaged persons in Japan?

Using tweperiod panel data from the Nippon Life Insurance Research Institute, this paper tests the hypothesis that an indteaself
pay ratio of medical expenditures associated with the Japanese health insurance reforms of April 2003 reduced individaladasesdiwWe
find that the increase in the seffay ratio of medical expenditures has a trivial effect on household medical expenses, gripigina
decrease in the quantity demanded for medical services offsets the increase in medical costs. However, according toeagpessilen
estimates, an increase in the sely ratio of medical expenditures has a significantly positive effect on the share of meaitslfor
relatively high quantile values. This provides corroborating evidence that an increase in thaysgdtio cannot cut the denmal for medical
services relatively more for those bearing a higher share of medical costs in household expenditure. An additional fimatingedical
services are a necessary good, particularly for those with a relatively high share of medical costs in household expenditure.

ASM Rejaul Karim Bakshi, Deakin University
Social Capital, Health Related Behavior and Hygienic Practices of the Extreme Poor in Rural Bangladesh

Empirically there is literature, though focusing mainly on the developed countries, to report positive association afagitalednd health
outcomes. However, the literature studying the association between social capital and health related behaviour and a fmagitcecin
the developing countries, especially among the heode poor is largely absent. In this context, this paper studies associmtareen social
capital and the health seeking behaviour and hygienic practices among 4900 extreme poor households in rural Bangladesmtadhstr
Variable Probit regression is used for the study purpose. The empirical results indicate strong effects of social capmitiieamdreme
poor of the rural Bangladeshi households on the determinant of their health seeking behaviour and hygienic practicesariseyofoilet,
soap after defecation, using iodized salt, sources of cooking water, family planning and knowledge about arsenic in evegsult3 thus
indicate that social cohesion, connection and network can be used by the government argbvermment organizations of the coum
delivering health services to the poor to reap benefit from the existing social capital of the society.

Duncan McVicar, University of Melbourne
Estimates of Peer Effects in Adolescent Smoking across Twenty Six European Countries

Although it is widely believed that one of the key factors influencing whether an adolescent smokes or not is the smakitg behis or
her peers, empirical evidence on the magnitude of such peer effects, and even on their existence, is mixed. This edisiegcevies
from a range of studies using a variety of courgtpecific data sources and a variety of identification strategies. This péoits a rich
source of individual level, schebhased, survey data on adolescent substance use across cougtties 2007 European Schoolsréey
Project on Alcohol and Other Drugs (ESPAD)provide estimates of peer effects in adolescent smoking for over 76,000 indisidaross
26 European countries, using the same methods in each case. The results suggest that statistically significant peaiseffeetsch and
every one of the 26 countries. These peer effects are large: on average, the probability that an individual smokes iincres3@% to
31.5% if the number of classmates that smoke increases by one (from the mean), other things being equal. Peer effeesantadol
smoking are stronger intrgender than intergender. They also vary across countries: in Estonia, for example, a one classredsd in
reference group smoking increases own smoking probability from 30% to 30.5%; in Bulgaria the corresponding increasedt$ toom 4
42.5%.
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Tuesday 5 July, 13.30L5.00 Applied Economics/Econometrics (Household Decision)

Ong Qiyan, NTU
Does Risk Based Occupation Choice Matter for Job Satisfaction? Evidence from the German Reunification Experiment

A significant literature highlights that individuals make occupational choices based on risk preferences. This suggdedigidbats may
have traded off other preference parameters for risk preferences when choosing occupations. However, little is known alsochieade
-offs affect job satisfaction in the long run. This paper exploits the comparative lack of risk based occupation choiésrinethEast
Germany before reunification relative to West Germany to test the long term effect of risk based occupational choiceatinfguttisn. We
found that nonrisk based occupation choices leads to higher job satisfaction than in the long run, especially for the pdtate s
employees. The impact of narsk based occupational choice on long run job satisfaction of private sector employees is equival&0%
increase in personal income.

Kostas Mavromaras, Flinders University
The Effects of Wealth and Earned Income on the Decision to Retire: A dynamic Probit Examination of Retirement

This paper estimates the propensity to retire and the persistence of remaining retired once the decision to retire hasaleémtine US
labour market, using a dynamic panel probit model. The estimated income effect of higher housing wealth is virtually zbat ahd
financial assets wealth is positive, thus increasing the retirement probability. The substitution effect of paid emplaoyometis negative,
thus increasing the retirement probability, as human capital theory would predict. The retirement decision is found torgy state
persistent for up to three years after the initial retirement decision. The paper examines the degree to which the estirstatpdrsistence

of retirement may be reinforced or not by financial and housing wealth and by earned income. Wealth appears to leavecthan effe
persistence unchanged, higher earned income may make retirement less likely in the first instance, but may also maketretioeene
persistent when it happens in the future.

Robert Breunig, The Australian National University
The Effect of Survey Design on Household Reporting of Financial Difficulty

28 QO2YLINB (g2 !dAGNITAlLY &0GdzZRASE 6KAOK &1 K2dzi SK2t Raifailirg to NB LJ2
pay the utility bill on time or seeking help from welfare agencies. While collected within the same year, the two studiearkesly
different survey methodologies. One study uses a writtenceifipletion questionnaire completed after a fateeface interview,asks about
AYRAGARdZ £ SELISNASYOS 2F UylyOAlf RAFTUOdAZ &3 FyR Ay uSsNBmpbera St
-assisted facgo-face interview and asks one randomly selected member of the household about houdelol@d St SELISNBISY OS
RAFUOQdzZ ed 28 UyR adzoadl yiAlt RATFSNBYyOSa Ay NBaLRYacs Thibkelff Sax
O2YLX StA2y ljdzSadAz2yyFANB StAO0AGaA oo Y2NB NB gadkl BousehldsUy | y OA | f

Tuesday 5 July, 13.30L5.00 Financial Econometrics

Mervyn Silvapulle, Monash University
Minimum distance estimation of the copula and the density of the error term in multivariate GARCH models

This paper develops a semiparametric method of estimating the copula and the joint probability density function of thererror the
multivariate linear regression, and more generally, in a family of -Bemes models called the generalized autoregg® comlitional
heteroscedastic [GARCH] models. Let f denote the joint probability density of the multivariate error term. The coputs@fhéd to
belong to a parametric family, while its marginal densities are allowed to be nonparametric. The copula parameter is estbygated
minimizing a weighted Crampeon-Mises type distance bwveen the empirical copula of the residuals and the parametric family o
copulas. A feature of such a minimum distance method is that the estimator minimizes a measure of the bias due to the Earsumetdc
statistical model being not equal to the true population model. The method has other attractive features: (i) The weigbnhfimt¢he
Crampervon-Mises distance can be chosen to better represent the risk function of the user, for example, to assign highetonight
lower tail of the distribution of the error term. (ii) It requires weaker assumptions than the likelihood based onese(épriplexities of
multivariate kernel estimation are not encountered. (iv) The method performed better than its competitors in a simulatign stu

Andrew Patton, Duke University
Modelling Dependence in High Dimensions with Factor Copulas

This paper presents new models for the dependence structure, or copula, of economic variables, and asymptotic reswdts sonalation
-based estimator of these models. The proposed models are based on a factor structure for the copula and are particattivly &itrhigh
dimensional applications, involving fifty or more variables. Estimation of this class of models is complicated by theclzssdtdrm
likelihood, but estimation via a simulatidsased method using rank statistics is simple, and we provide asymptotic resultshibvat the
consistency and asymptotic normality of such estimators. We analyse the-danitgle behaviour of these estimators in an exieas
simulation study. We apply the model to a group of 100 daily stock returns and find evidence of statistically signifidepetaience, and
that the dependence between these assets is stronger in crashes than booms.
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Valentina Corradi, University of Warwick
Realized alphas portfolios

This paper suggests a novel approach to estimation of realized alphas. Using high frequency data we first estimateftirelme®&P500
stocks. By subtracting the estimated risk premium from the individual stock, we obtain the realized counterpart of thetiseralpiia and
the idiosyncratic error. Identification of the conduitional alphas stems from the fact the idiosyncratic error is indepehtlenset of state
variables, or "usual suspects"”, while the alphas are a measurable function of them. Via a nonparametric regression wanihenties
conditional realized alphas. We finally implement a momentum type strategy, based on selling the stocks with the smallgshalon
alphas and buying the stock with the largest.

Tuesday 5 July, 13.30L5.00 Time Series Econometrics (Nonlinear and {Stationary)

Heejoon Han, National University of Singapore
Nonstationary Nonparametric Volatility Model

We investigate a new nestationary nonparametric volatility model, in which the conditional variance of time series is mocalled
nonparametric function of an integrated or neitegrated covariate. The important features of the model are that it can geeadhe long

memory property in volatility and it allows that the unconditional variance of time series isvamgng. These properties art allowed in

most existing nonparametric or sefparametric volatility models. We establish the asymptotic distribution theory for the matlelshow

that the kernel estimate of the model is consistent and its asymptotic distribution is mixed normal. For an empiricaliappiche model,

we consider the daily S&P 500 index return series and we use the VIX index as the covariate. It is shown that our nmouetqzesfmably
well both in withinrsample and oubf-sample forecasts.

QIYING WANG, The University of Sydney
Martingale limit theorems revisited and ndimear cointegrating regression

For a certain class of martingales, the convergence to mixture normal distribution is established under the convergetideutiodifor

the conditional variance. This is less restrictive in comparison with the classical martingale limit theorem where onkygeqaiaes the
convergence in probability. The extension removes

a main barrier in the applications of the classical martingale limit theorem to nonparametric estimates and inferenceswsittionarity,

YR SaaSydAaltte SyKlyosSa GKS S080GA0SySaa 2F G(GKS Ofl a@onofF f Y
FadeyYLIWi2dA0a Ay aGlriradcardas SO02y2YSGNROA FyR 20G§KSNJ thSdofantonat KS Y
kernel estimator in a nonlinear cointegrating regression, which essentially improves the existing works in literature.

Chaohua DONG, The University of Adelaide
Expansion of Poisson Process Functionals and Its Application in Econometric Estimation

Ly GKA& LI LISNE UNAIGT &inhordogekeous 2uivcBoBals\oSPbidzan plogess aré &xgaBded into orthogonal iseries
terms of the bases in respective Hilbert space. Approximations of truncation series to original one are given at the saf\pplication of

GKS SELIyarzy Ay SO2y2YSIiNARO&E Aa O2y&aARSNBR FNEBY LINIUGEAtEMalf &G
2y AYyUyAdS AyiaSNBItE FyR 2y | O2YLI Ol AyGSNBIE 6AGK Mdtgs aleSy 3 i
obtained.

Tuesday 5 July, 13.305.00 Non-and SemParametric Econometrics

Isabel Casas, Syddansk Universitet
Modelling asset correlations: A nonparametric approach

This article proposes a timearying nonparametric estimator and a tirvarying semiparametric estimator of the correlation matrwe

discuss representation, estimation based on kernel smoothing and inference. An extensive Monte Carlo simulation studsmiedperf
compare the semiparametric and nonparametric models with the DCC specification. Our bivariate simulation results show that th
semiparametric and nonparametric models are best in DGPs with gradual changes or structural breaks in correlations. iHd@Rsr,

with rapid changes or constancy in correlations the DCC delivers the best outcome. Moreover, in multivariate simulations the
semiparametric and nonparametric models fare the best in DGPs with substantialainadility in correlations, while when alldng for

little variability in the correlations the DCC is the dominant specification. The methodologies are illustrated by estimeatimgelations for

two interesting portfolios. The first portfolio consists of the equity sectors SPDRs and the S\&P 500 composite, whiteritheoise
contains major currencies that are actively traded in the foreign exchange market. Portfolio evaluation results show rtisaptirametric
estimator generally dominates its competitors, with a statistically significant lower portfolio variance.
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Nam Hyun Kim, University of Adelaide
Estimation in a semiparametric model with endogeneity

The endogeneity in a partially linear model requires a systematic way to address the issues, since the model has a atumgldsirftly,
the identification of the source is crucial. The endogenous parametric regressor causes inconsistency of both estimaiogh thie
endogenous nosparametric regressor causes the identification problem of structural-livear function, the parametric regressds still
consistent if the parametric regresssor is exogeneous. Once the source is identified, an appropriate estimation methdebstpplied. In
the former case, IV estimation is applicable as in the conventional parametric case such that the rank condition shaiisfleoeaseal
Hausman (1978) type of a nspecification testing is applicable. In the later case, either IV estimation or CF approach ajaplibé. We
O2y&aARSNI GKS / C -WAAIR I OKG SINE I £0 21LA0NRR caf Afakametric AV2eSiifnatidnSViRe indpasé tdampilad
structure of Ng and Pinkse (1995), New et al. (1999), and Su and Ullah (2008) to control endogeneity inpdr@metric regresor. The
generated regressor issue should be addressed since thga@metric endogeneity control variable is not observable. We shawroot-

n ¢consistency and the asymptotic efficiency of the parametric estimator with the generated regressor.

Xibin Zhang, Monash University
Bandwidth Choice in Nonparametric Estimation of Nonstationary Time Series

yzy

Kernel estimation has been commonly used in estimating both density and regression functions. As a consequence, banieidtracho

very important issue in both theory and practice. Various methods have already been proposed to deal with bandwidth chbé&edse

where the time series involved is stationary. Recent studies may be found from the books by Fan and Yao (2005, NonliGsaestime
Nonparametric and Parametric Methods), Gao (2007, Nonlinear Time Series) and Li and Racine (2007, Nonparametric Ecdtmeorgtrics:

and Practice). There is a growing interest in using kernel method to estimate regression functions of nonstationary ésnE>sésting
studies in the field of nonparametric autoregression and cointegration estimation include Phillips and Park (1998), Kdrl§estlkeeim
(1998, 2001), Karlsen, Myklebust and Tjostheim (2007), Cai, Li and Park (2009), Phillips (2009), Wang and Phillips&e0a9a Bhillips
(2010), and Chen, Gao and Li (2011).

In the implementation of the proposed estimation methods in some of these papers, aatidation (CV) method has been sugges
using in practice without theoretically justifying the suitability and applicability of such a CV method. In the meantimek ekémation

methods are also used in specification testing involving nonstationary time series. Recent literature includes Gao 200/Kir@a0 et al
(20094, b) and Li et al (2010). In the implementation of the proposed tests, avaiidation method is used in associatiorthwva power

function based criterion. There is again no theoretical discussion to justify the suitability and applicability of thehod. heelated study

is the recent discussion by Bandi, Corradi and Moloche (2009), and Bandi, Corradi and Wilhelm (2010). The authors prgmose usi

randomized testing procedure to deal with the choice of the bandwidth parameter involved. In summary, there is littleidakdretussion
about how to deal with bandwidth choice in nonparametric kernel estimation and specification testing. This paper therefmseprusing
a crossvalidation (CV) selection method and then shows that an optimal bandwidth can be proportional-165h1f the nonstaibonary
case, where n is the sample size under consideration. This is mainly because in the nonstationary case discussed inttt@sapagpant of
time spent by the time series around any particular point is of order-romther than n for the stationary time series ca3éis paper then

develops a Bayesian cregalidation (BCV) method for the implementation of the proposed CV method in practice, where bandarielths

treated as parameters in addition to any existing parameters that characterize the model. Both the simulated and reahmiataseshow
that the proposed BCV method works well numerically.

Tuesday 5 July, 15.307.00 Macroeconomics (Topics)

Anca loana Sirbu, university of California in riverside
NewsDriven Business Cycles and Increasing Returns

It is nowadays accepted that expectations represent an important leading force for the business cycles. At the samieatiineeit widely

agreed, with the notable exceptions of Jaimovich and Rebelo ( 2009) and Karnizova (2010), that it is impossible to deustdée p

business cycle fluctuations in a esector real business cycle (RBC) model if the unique driving force is news shockspéapéehjsve
identify the sources that lead to this conclusion: on one hand, there is-sm@ment puzzle' (the fact that aggregate constiop ,
investment, hours worked, and output do not move in the same direction as shown by the data ); on the other hand, thare-éyclicity
puzzle' (the fact that good news about the future bring about a recession) . The importance of this dichotomy lies intithe thalt needs
to be applied in order to correct this issue: a certain degree of increasing retosgtsale can fix the ‘emovement puzzle\while investment
adjustment costs help fixing the 'piwyclicity puzzle'. Both elements are crucial for delivering business cycle fluctuatigtes $b those in
the data: in a model with increasing returns alone, a positive news shock about future productivity leads to an aggregats riecwhich
consumption , investment, hours worked, and output all fall in the announcement period, whereas in a model with investustintead
costs alone, consumption and investment move in opposite directions.

Our objective in this paper is to find alternative RBC specifications that generate qualitatively realistic businessiwyclbg dews shocks.
Our model has three ingredients: (i) agents' preferences are separable in consumption and labor; (ii) increasingorstasat the
aggregate level of the economy ; and (iii) adjustment costs to capital investment. The first feature, the standard sgp=Hrplelierences,
clearly distinguishes our model from previous esector models in Jaimovich and Rebelo (2009) and Karnizova (2010), whicle assum
separability of preferences. Under this specification, our model is able to generate both qualitatively and quantitatiistig teusiness
cycle fluctuations. JEL Classification: C62;E32;
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Emmanuel De Veirman, Reserve Bank of New Zealand
The Response of Consumption to Transitory Wealth Changes

This paper studies the importance of intertemporal substitution in consumption for the cyclisabeement of consumption, newvorth
and income. We can largely explain the empirical htshpped consumption response to a transitory wealth increase by allowirtinfe-
varying returns in an otherwise standard Permanent Income Hypothesis (PIH) model. At the net worth peak, householdssorinmicon
forward in anticipation of low returns on saving. The PIH model fully explains the empirical response when househdigdsxpial the
net worth shock to be permanent, but gradually learn that it is in fact transitory.

Tuesday 5 July, 15.30L7.00 Experimental Economics (Australian Economic Policy)

Sascha Schweitzer, Karlsruhe Institute of Technology (KIT)
Auction Format and Auction Sequence in Mitkim Multi-Unit Auctions

We experimentally study the effect of auction format (sealed bid vs. open clock vs. closed clock) and auction sequetaee(Bisuks.
sequential) on bidding behavior and auction outcomes in mulft multi-item auctions with a large number of bidders. Consistgith the

previous literature, we find that the different auction formats perform rather similarly with respect to efficiency, auetenues, and
bidder profits. However, auctioning multiple, partly substitutable items sequentially yields more efficient allocatiores, reiginues, and
better price signals than simultaneous auctions. Prominent field applications of our results are primary allocations iof graissts of
different validity periods.

Tom Wilkening, University of Melbourne
Spectrum auctions in low competition environments: Efficiency enhancing reserves

Over the last two decades or so, auctions have become the stamiacgdure for governments around the globe to allocate radio
spectrum that is highly valuable to, amongst others, providers of mobile telephony services. While auctions have beenmifiedrfa in
situations where markets are thin or naxistent, the auctioning of spectrum has introduced a new level of complexity. Thigledtn
arises because purchasers need not just single licences but packages of licences in order to operate. The objects deddg tHoeti
licences- are not all identical. They are differentiated along a number of dimensions, in particular frequency, bandwidgfeognaphical
location. The value of a package of licences depends not just on the characteristics of the individual licences butaalsaahthey fit
together in geographic space and in frequency space. This paper experimentally studies four auction formats that haveodoate ddr
selling spectrum both in Australia and abroad: A Simultaneous Multiround Auction (SMR) which does not allow for packageabiddi
Simultaneous Multiround Auction with Hierarchical Package Bidding 48”83} which allows bidding on predefined packages, and two
combinatorial clock auctions (€rter and C&CM) which allow for unconstrained package bidding. Unlike previous studiesnsieler a

low competition environment in which the spectrum per bidder ratio is large. In this environment, there is significanf@ceategic
action by participants and the potential for tacit collusion. We find that while there is little difference in efficierassaaction formats,

but that efficiency and revenue are low compared to previous studies due to a form of tacit collusion we call "demandmedidi
advocate the use of scaling reserves which can eliminate demand reduction while having minimal impact on the overally efithen
market.

RalphC Bayer, University of Adelaide
Rockets and Feather in the Laboratory

Consumers often complain that retail prices respond faster to increases in wholesale prices than to decreases. Despitepiriealy e
alddRASa 02y XT A NadkestHerslipkendmerynwiar @iffegetit andustries, the mechanism driving it is not well ugersin
this paper, we show that, in contrast to the theoretical prediction, asymmetric price adjustment to cost shocks, as viedl dispersion,
arises in experimental Diamond (1971) markets. dihalysis of individual behavior suggests that the observed price disperasiote
explained by bounded rationality, as our data are well explained by Quantal Response Equilibrium (McKelvey and Palffeyrh@8S)ic
price adjustment is caused by the buyers with adaptive expectation updating differently quickly after positive and nbgakise s

Tuesday 5 July, 15.30L7.00 Microeconomics/Industrial Organisation

Wen-Chung Guo, National Taipei University
Government and Private Employment, Wages, and Social Welfare in a Hotelling Oligopsony

Recent studies reconsider a new applications on Hotelling model by Bhaskar and To (2003, European Economic Review)nand Kaas «
Madden (2010, Economic Theory) which analyse the role of minimum wages in labour markets. In this article we furthethdiscuss
implications on the government employment in a Hotelling oligopsony. Consider a logaigps equilibrium with pure strategies ia

bounded linear market, several analytical results are obtained as follows. Firstly, we show the existence of a collémtaiiomprice
equilibria which follow a unique type and provide equivalent employment and wage distributions. Secondly, endogenous umenploy

rate is shown to be related to the marginal product and the number of firms. Wages are increasing in the marginal prdatiect of
oligopolistic firms. Thirdly, the optimal policies are discussed. The socially optimal minimum wage as well as the unempidsity are

solved analytically. Imposing a higher minimum wage driving out a lower productivity firm can be more welfare improvitgvdran
minimum wages. The optimal unemployment subsidy is positively related to the transportation rate and negative to the yitgdardi the

leisure utility from unemployment. Our results are robust either in a circular market.
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Kai Hueschelrath, Centre for European Economic Research (ZEW)
Airline Alliances, Antitrust Immunity and Market Foreclosure

This paper examines the issue of market foreclosure by airline partnerships with antitrust immunity. Overlapping the fdegaency of
service and passenger volumes on nonstop routes on the transatlantic airline market with the information on dynamicsieof airli
partnerships, we find evidence consistent with the airlines operating under antitrust immunity refusing to accept conpassignggers

from the carriers outside of the partnership at respective hub airports. When an airline partnership is granted antitrustitimadirlines
2dz6AARS (GKAA LI NIYSNEKALI SyR dzJ NBRdAzOA y B.5 fleicénh (Bpenditily anEspdcifiGagon G K S
and estimation technique involved). Our results suggest ambiguous welfare effects of antitrust immunity on some marketsrevirs
studies indicated airline consolidation should benefit consumers.

Stephen Hogg, The University of Queensland
A Spatial Econometric Analysis of the Effect of Vertical Integration on Retail Petrol Pricing

In this paper an econometric model of retail gas competition is built that purports to explain the pricing decision déiheutéet in terms

2F YIFEyF3ISNRAIE aGNHZOGdINBas (GKS AyLidzi O02aida 2F (GKS NBdlis astimatddNyY |y
using date relating to the retail gasoline markets of Se#tst Queensland but the generic nature of the model means thatebelts will

68 2F 3ASYSNIt AyGiSNBado ¢KS NBadzZ §a AYRAOFIGS GKIFG & ;dudingtinpudl S
costs represented by the price of crude oil, are important determining factors. It is shown that when the costs of the idaild the

VI GdzNBE 2F GKS YIENJ SO aLI OS I NB | 002dzyiSR T2 NE @S NI Aidédtwithihg G S 3 N
exercise of market power.

Tuesday 5 July, 15.30.7.00 Economics of Education

Trinh Le, University of Melbourne
Effects of age at entry to Year 1 on later school outcomes: Evidence from Australia

This paper uses data from the Longitudinal Surveys of Australian Youth (cohorts 1998 and 2003) to examine the effecentnage dear

1 on schooling outcomes at around ages2lb The OLS/ probit estimates usually indicate a significant association betweeragatand

three outcomes, including test scores in reading and mathematics at around a$)é &46d probability of grade repetition by thape.
However, most of the IV estimates, which account for the endogeneity of entry age, are insignificant. The only sigratitasmthat a one

year delay in Year 1 entry reduces the likelihood of grade repetition §6247. Under neither estimator does entry age showeéact on

the probability of university attendance. Our results contrast with most of the existing international evidence which bablasetschool
SYydNER KFa | &aA3IYyATFTAOIYGT LRaAGAOS STFSOG 2y &a0GdzRSY (ca@costsakd? 2 f A
reduces working lives, our findings suggest that it is not sensible for governments or schools to raise school entfpragaseats to delay

i KSANJI OKAf RNByQa aoOKz22f SyNRfYSylGo

Rashmi Barua, Singapore Management University
Education and Teen Traffic Accidents: Evidence from No Pass, No Drive Laws

adzOK GGSydAaz2y KIFra 068SSy LIAR NBOSydfte (2 GKS dzas8 27F Lle hdtiA @S
YIye &d0GdzRASE KI @S S@Ifdd 6SR GKS AYLIOG 2F yS3AFUADS lelflodebstiA 9Sa
negative incentive policy, No Pass No Drive (NPND) Laws, on education and teen traffic accidents. Since the 1990s meahaltSsah
NEaGdGNROGAZ2Yya F2NJ G§SSyF3ISNR (2 KI@S 00Saa G2 I+ RNAGSNmethat A OSy
students must continually earn their driving privileges by staying in school and passing their classes. We exploiterasstat in scope

and timing of the law to identify effects not only on education, but also on an important education externality, namelygedeific
accidents.

Using data from the CPS and US Census, we show that NPND laws have a positive and significant effect on educationélaaitaigmen
teenagers and the effect is particularly large for boys (an increase of 0.06 years of education). This is a crucialp@gytgarposes since
previous studies have shown that positive incentives do not have an impact on academic performance for boys. On the dtloerr han
results are in line with recent studies (Lindo, Sanders, and Oreopoulus, 2009dtidahdez, 2010) that have shown that negat
incentives have a larger effect on outcomes among boys.

Furthermore, we study the effect of NPND laws on teen accident rates. Theoretically NPND laws may affect accident rgtest tieast
two channels: (i) Through its effect on education: Risk aversion, patience, alcohol use etc and, (ii) Allocation ofwieen @mdtool work,
leisure and market work). Preliminary results using state level data from the Fatality Analysis Reporting System (FARShaLyGND
laws have no effect on teen traffic related deaths. We also employ data from the Monitoring the Future (MTF) to study

individual level effects.

This paper is of obvious social policy interest for at least two reasons. First, traffic fatalities are the leading ceatie ashong young
adults in developed countries. In the U.S. drivers between 16 to 19 years old are four times more likely to have aceiteltsrtdrivers.
Hence, it is relevant to analyse whether setting academic requirements to access driving privileges has any impact tnaéesidsecond,
2dzNJ NBadzZA Ga aK2g GKIFG dzyt A1S aOFNNRGa¢zr ySaraaApgsS AyOSyiaiapSa as$s
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Maria Racionero, The Australian National University
Voting on incomecontingent loans

We consider rislaverse individuals who differ in two characteristieability to benefit from education and inheritaneeand analyze higher
education participation under two alternative financing scheméax subsidy and (risgharing) incomeontingent loans. With ecreasing
absolute risk aversion a distributional university bias exists, with individuals with larger bequests being more likelgrtakarhigher
education despite the fact that, according to the stylized financing schemes we consider, individuals do not pay up finaheiay cost of
education. We then determine which financing scheme arises when individuals are allowed to vote between schemes. Itiparizipa
relatively low the incom&ontingent scheme obtains a majority. The-&xbsidy scheme results only if participation is reldgivarge and
relatively extreme assumptions are placed on relevant parameters.

Tuesday 5 July, 15.30L7.00 Applied Economics/Econometrics (Labor, Health and Production Economics)

ZengHua Lu, University of South Australia
Child Disabilities and Women Labor Supply: Evidence from Australia

Abstract not available at the time of printing.

Xueyan Zhao, Monash University
Inefficiency and Individual Heterogeneity in a Stochastic Frontier Model for Discrete Ordinal Outcomes: A Health Prashaiton F

This paper extends the ordered probit stochastic frontier model for a production function with discrete ordinal outconfighgGrihang
and Zhao 2010) to further allow for unobserved firm heterogeneity as well as inefficiency. The issue of distinguishing inditwidaal firm
heterogeneity and production inefficiency in frontier models with fully observed continuous outcome variables is discuSsszhby(2004,
2005) in a panel data setting. We investigate the same issue for the case of discrete ordered dependent variables usintgi@ paodel
with both inefficiency and random effect error terms. Bayesian estimation utilizing a Gibbs sampler with data augmentgtgiedsto
estimate the model. Monte Carlo results suggest that both individual heterogeneity and inefficiency can be separatelgddenyifwell,
and ignoring individual effect has interesting bias effects. The model is applied to the analysis of individual healttioprodirgy panel
data from an Australian longitudinal survey. Comparison with results from the model without heterogeneity is also presented.

Keith McLaren, Monash University
The Econometric Specification of Input Demand Systems Implied by Cost Function Representations

In the case of input demand systems based on specification of technology by a Normalized Quadratic cost function, itiste@stmuate
either a system of demand equations alone, or to supplement them by the cost function. In this paper it is argued tllgr inase,
because of an adding up condition, the implied error structure is inadmissible and estimation of the model is not invatantde¢leted
equation. Alternatively, if the technology is specified by a Translog cost function, it is common to estimate either abghtmm equations
alone, or to supplement them by the cost function. By adding up, one of the share equations is excluded, and the corigsmiadirof n
1 share equations is essentially incomplete, whereas if ttieshare equations are supplemented by the cost function the irdptieor
structure of the cost function is likely to be empirically inconsistent with the errors of the share equations. For thésadtianal forms,
alternative estimation strategies are suggested that are complete, admissible and invariant to the deleted equation.eBlaedshustrated
by comparison of estimated elasticities for various specifications using a pseigdo dataset for Australian broadacre agricudl
production.

Tuesday 5 July, 15.307.00 Non and SemiParametric Econometrics

Han Lin Shang, Monash University
Bayesian estimation of bandwidths for a nonparametric regression model with an unknown error density

Density estimation of regression errors is an important issue for statistical inference based on error density in anpneggralsis. In this
paper, we approximate the error density of a nonparametric regression model by a mixture of Gaussian densities with meahe bei
individual error realizations and variance a constant parameter. We investigate the construction of likelihood and pobtaaimatwidth
parameters under this mixture of Gaussian error densities in apaametric regression. A Markov chain Monte Carlo algoritem i
presented for sampling bandwidths that are involved in the kernel estimators of the regression and error density. A sirduldyishows
that the mixture Gaussian error density is not favored against its parametric counterpart under a correctly specied esityr denis
favored against wrong assumptions of the error density.

We apply this Bayesian approach to a nonparametric regression model of the All Ordinaries daily return on the overnayid $&BE00
returns. Although there is not enough evidence supporting the mixture Gaussian error density against the Student t eitsortderfisrmer
captures a more reasonable Ietil feature than the latter. Moreover, the assumption of either a Gaussian or Student t eznmitgl under
estimates the valuat-risk in comparison to the assumption of the mixture Gaussian density. The proposed Bayesian sampditigr@roc
under the mixture Gaussian error density is also validated through the nonparametric regression involved in thgictatiengy
estimation proposed by AiBahalia and Lo (1998).
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Ping Yu, University of Auckland
Regression Discontinuity Designs with Unknown Discontinuity Points: Testing and Estimation

The regression discontinuity design has become a common framework among applied economists for measuring treatmenttekéeats, w
key restriction in these works is to assume the discontinuity point to be known, which is not always possible in prasiiemerfextends

the applicability of the regression discontinuity design by allowing an unknown discontinuity point. First, we constautt test whether
there is selection or treatment effect. Second, we estimate the treatment effect by estimating the nuisance discontimitfirgoiln
testing, we show that our tests are consistent. Also, a bootstrap method is proposed to find the critical values. Inogstimeashow that

the estimating of the discontinuity point will not affect the efficiency of the treatment effect estimator. Simulation stanldirm the
usefulness of our procedures in finite samples.

Julia Polak, Monash University
Forecasting Model Validation

Forecasting models play a crucial role in many decisiaking areas. Many tools have been developed for model selection aithti@h
(on available data) but only few exist for answering the question whether the model under the test is still valid for tiobssevwations.
Especially when one looks for a quick answer after a small number of extra observations have become available. In Wesapahee the
model, which has already been selected, and examine whether its predictive ability is still good enough or the model theeds to
estimated.

The proposed prediction capability procedure is based on nonparametric density estimation of the expected realizatiohe &xamtned
model and on an approximated p value. The uniqueness of this procedure is that it provides guidelines after relativetydemohmew

(true) realizations. The procedure's ability to quickly recognize a change in the “reality’ is demonstrated on the AR§L)reeat models.

We have examined changes in the error variance and in the AR coefficient in the AR(1) model. In the linear model we lhaed exam
changes in the error variance and in the error distribution and the addition of economic cycle term. Although these aieplerynodels

they are very frequently used in practice and the examined changes occur frequently. We find that the procedure has higingp@ve
reasonably small size to recognize the changes in the data generation process after 10 to 20 new observations, depédrelipgeoand

the extent of the change as well as on the required confidence level.

Tuesday 5 July, 15.30L7.00 Applied Macroeconomics/Macroeconometrics

Hung Do, Monash University
Realized Spithver Effect WithirBetween Stock and Foreign Exchange Market

Extending the idea of realized volatility, we construct realized skewness and realized kurtogiarametrically from intradayeturns
following the suggestion of Dacorogna et al.(2001). The realized measures are then modelled directly in a Vector Auter@ghEdsi
system to investigate the spibiver effect withinbetween stock and foreign exchange markets. For statistical inference, wsrgonthe

95% Biag 2 NNBEOGSR . 220aGNI LI / 2yFARSYOS LyGSNBIE TFT2NJ 0KS +! a8peurDSy S
empirical results support the presence of a spiler effect in all three contexts (i.e realized volatility, realized skewaess realized
1dNI23A4800 1 26SOSNE (KS&AS STFSOGA FNB RAFFSNBY G A yized volatdieNgdil | v R
over effect often remains for nearly 20 days analyzed; whereas, theospilleffect of realized skewness and kurtosis is Bagmit initially

but dies out quickly. Further, we generally observe more evidence of realized volatility and kurtosisespéffect in devalped markets

than in emerging markets. Conversely, more evidence of realized skewness can be found in emerging markets rather thad develop
markets.

Jan Podivinsky, University of Southampton
The Impact of Inflation Uncertainty on Interest Rates

This paper examines the impact of inflation uncertainty on interest rates for the case of the U.Smibmée Treasury bill r& We
emphasize how consistent OLS estimators can be obtained from an extended Fisher equation which includes a proxy vafiatibe of i
uncertainty measured by an AR®Hbe model. The empirical results show a significant negative effect of inflation uncertaintireon
nominal interest rate. This evidence does not support the hypothesis of inflation risk premium that inflation uncertairpsiiagly affect
the nominal interest rate.

Heather Anderson, Monash University
Testing for Céumps with HighFrequency Financial Data: An Approach Based orHhgetowLast Prices

CKA& LI LISNI LINPLIZASE | ySg |LIINBFOK G2 (Sad T2NJ O2YY2skl RY 8NIURE &
highlow- last values of asset prices to construct a novel estimator for the cross variance structure of a large panel 8flhighSry 0& Uy Iy
RFGFZ FyR GKSy SYLX 2@ (-Kghiow-18sh fiide Yaséd2esd statidtic toIN@e@iinR B this covarimiic@artially

attributable to common large discrete movements @€alzY LJa 0 @ 2 S aiddzRe G KS Uy Aliighlovdlastyptidelfased S K | ¢
1SalG dzaAy3a az2yGS [/ FNI2 aayvydzZ FGAz2yz | yR Uy RjuripkdstisediBbllerslést aly 20085 LJ2
for covariance measured at the same sampling frequency. When applied to a panel of high frequency data from the Chirsegistoalnl
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Tuesday 5 July, 15.30L7.00 Public Economics/Microeconomic Policy (Political Economy)

Steven Callander, Stanford University
Incentives to Experiment in a Federal System

A weltknown advantage of a federal system is that it allows policy experimentation at therstlevel. What is as yet unexped is
whether this freedom leads to the right experiments being undertaken. We develop a formal model in which districts atfimesablevel
have the ability to choose the ideological location of their experiment as well as how many resources to devote to itvMieaskite free

riding problem in federal systems is particularly pernicious in this setting, and can induce Pareto dominated policyfrohoiabsnember
districts. We also investigate the optimal design of a federal system and show that partial decentralization is optirniah Btates begin
with control of policy but ultimately relinquish it. This shows that the typieatiglyzed settings of full centralization adlfdecentralization
miss important parts of the analysis. We relate the prediction of our model to the evolving federal systems in the UuSoand E

Koichi Miyazaki, National Taiwan University
Implementing the optimal and fair policy in a political accountability model

This paper studies a simple political accountability model, and discusses the implementation of policies. This papelagtageactions
compared to the traditional political accountability model, which considers the retrospective voting rule and overall ndtw.thls
traditional model, any optimal policy is not implementable in the sense that the allocation that maximizes the voters waifsot be an
outcome in any sub game perfect equilibrium. However, once the strategy spaces are relaxed, then the optimal and faemalocat
implementable. Specifically, this paper introducesiiteen veto and the actiofbased voting rule to achieve the goal. In adsit the paper
discusses what happens if either of liilem veto or the actiorbased voting rule is dropped.

Nadjeschda Arnold, Center For Economic Studies
Sovereign Debt in a Monetary Union

The current debt crisis in the European Monetary Union (EMU) shows that excessive debt and bailout policies in a mooei{@dtJyucan
ASOSNBte 2S2LIk NRAAS UylFyOAlLf FyR LREAGAOFIE &Gl oAf AGamnddoytheK S a !
RSANBS 2F KSGSNRB3ISYySAGe Ay GKS aidr3IsS 2F RS@OSt2LIVSyld 2neEMUtha YSY
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stability are high for solvent countries. In this case solvent countries rather bail insolvent countries out than expéh twmtrast the MU
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countries rather expel insolvent countries than bail them out. The current equilibrium in EMU, in which more solvent sogweria

bailout, proves to be unsustainable in our model. We predict a core EMU that consists of more homogeneous countries.

Wednesday 6 July, 10.3012.00 Microeconomics/Game Theory

Nicolas de Roos, University of Sydney
Political campaigning with momentum effects

This paper considers a game between two players (e.g., politicians) engaged in an advertising race which is subject tomedieetst
Momentum is modelled as a complementarity between current and past advertising spending in a way that is reminiscent ®fdmodel
addiction and habit formation: the more effective a player's past spending has been, the more effective her current amepnding will

be. We analyse a twagent zeresum differential game. We show that for symmetric games with a @atlglas payoff function thelosed

loop equilibrium leads to an outcome that is equivalent to that of an ejp@p equilibrium of the same game, but in which themmentum
effect is more pronounced. In the polar case where the advertising stock does not decay over time, the advertising paitineizsang
power function. We also look at nesymmetric games, for which we compute the ogeop equilibria numerically by solving thesdiete

time analog of the continuousme game. Our numerical results suggest that in games where one politician has more resourchsrtha
opponent, the gap between the politicians' advertising intensity increases during the race.

Andrew Wait, University of Sydney
The Treason of the Margin (or The Synergy Paradox)

It is often argued that complementary assets or agents should be used together. However, this is not always the caserihensvi$ an
overall synergy between two agents or assetsjlamation may cause investments by the parties involved to become substitutdse at
margin. Consequently, two complementary agents may underinvest, and this underinvestment can lead to a lower surpluseetakingh
into account the potential synergy. Our counterintuitive result applies to allocation of workers to teams, mergers andsifignch
agreements.

Keiichi Morimoto, Meisei University
Riding a Winning Horse: Information Use and Condorcet Jury Theorem

How many members should groups consist of? This paper addresses this question in view of imperfect information and epordinati
behaviour among the members. | show that the existence of the coordination motive dismisses Condorcet's (1785) suggestionitend
optimal size of the group is determined. The results suggest that we should form small groups when -tealsign environmentgan
generate coordination motive among members.
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Wednesday 6 July, 10.3012.00 Panel Data Analysis (Spatial Data)

Hao Zhang, Purdue University
Theory and Practice for Massive Spatial and Sgatigporal Data

When data have an attribute denoting where and/or when they are collected, they are called spatial ortspgimral data. Duego
advances in technology for collecting and achieving data, these data can be quite large in size. Because spatial datacanelated,
some traditional inferential methods such as likelihdmmsed methods or Bayesian methods can be computationally very demaading
intractable. | will review some recent advances in the theory and methods for the analysis of massive spatial data wH&bowatiance
tapering, lowrank models, Markov models and spectral methods.

Liangjun Su, Singapore Management University
Instrumental Variable Quantile Estimation of Spatial Autoregressive Models

We propose a spatial quantile autoregression (SQAR) model, which allowssectispal dependence among the responses, unknown
KSGSNRPaOSRIaGAOAGE AY (GKS RA&GAzNDIYyOSazr FyR KSiGSNR3SyHiBuden. A Y LI
The instrumental variable quantile regression (IVQR) method of Chernozhukov and Hansen (2006) is generalized to albw the nlar
ARSYGAOlItfe RAAGNRAOMzISR YR RSLISYRSy(GdI Fy Lxvw SaiAYl (deided. T2 NJ
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regression, it outperforms the conventional QML estimator without taking into account of heteroscedasticity in the errals it
outperforms the GMM estimators with or without

heteroscedasticity. An empirical illustration is provided.

Zudi Lu, The University of Adelaide
Estimation in Semiparametric Functior@befficient Spatial Regression: A Robust Framework

This paper considers an estimation of semiparametric functional (vargowfjicient regression with spatial data. A generanfework is
developed to treat median regression, quantile regression and robust conditional regression for spatial data in onevggttingl¢éo takes
conditional mean regression as a special case). The logaitiMators of the unknown coefficient functions are proposed by agidocal
linear approximation. The asymptotilistributions of the local Mestimators are established under weak spatial mixing condititwat allow
the datagenerating processes to be either stationary or stationary with spatial trends. Applications of the main resultestimating the
conditional quantile coefficient functions and the robust conditional regression coefficient functions are illustrativiesdd&inite sample
performance properties of the proposed estimators are reported via Monte Carlo simulations witBaassain spatial data.

Wednesday 6 July, 10.301.2.00 Development Economics/Trade

Laura Puzzello, Monash University
Trade and the Greenhouse Gas Emissions from International Freight Transport

We collect extensive data on worldwide trade by transportation mode and use this to provide detailed comparisons of thegegas
emissions associated with output versus international transportation of traded goods. International transportation repreggrs small
fraction (3.5 per cent) of worldwide emissions, but when compared to emissions from the production of exported goods tatiaspor
looms much larger. Worlthide 37 per cent of tradeelated emissions come from international transport. North America is éaibec
reliant on air cargo; as a result 67 per cent of its expelated emissions are due to international transport. Over 80 pat of machinery
export emissions come from international transport. We then simulate trade growth associated with growing GDP ancetaliifhlilon to
calculate emissions growth. Full liberalization of tariffs leads to transport emissions growing twice as fast as tradewstit distant
trading partners. Emissions growth from growing GDP dwarfs any growth from tariff liberalization.

Marie-Claire Robitaille, University of Western Australia
Crime, Factor Abundance and Globalization: Evidence from-Casstry Panel Data

Popular media and anecdotal evidence suggests that aspects of globalization, particularly trade liberalization, arechadthciateeasing

social tension such as higher crime rates. Moreover recent theoretical models have suggested that trade liberalizaticedoggldrime,

odzi GKS SiuSO00 RAGSNE F2NJ £ 062dzNJ FodzyREYd FyR OF LIA G fs dt 0 3INIRK N
countries the proposition that trade liberalization in itself has an impact on crime has not been tested in the literatutestwhis theory
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burglaries and thefts in labour abundant countries. In contrast, in capital abundant countries, trade liberalization ées sittall negative
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ShiShu Peng, Academia Sinica
Foreign Direct Investment with Heterogeneous Entry Costs

In this paper, | argue that multinational activity is not just a privilege of large firms. Models with fixed entry codistarajeneous
productivity such as Melitz (2003) and Helpman, Melitz and Yeaple (2004) predict that only firms above a certain sizactvigyrod
threshold should engage in international trade or foreign direct investment (FDI). | show that this prediction is noteippdtie data:
the share of Taiwanese multinationals with foreign investments in both developing and advanced economies is smoothlygntiféasi
size. | then argue that this fact can be explained by introducing entry cost heterogeneity to the model, which allowdfismsliterengage
in multinational activity if their associated fixed cost is low. This framework also predicts that, relative to the stanutieid(1) the effect
of expanding foreign markets on multinational activity through the channel of extensive margin is still significant, dmrtylesition of new
entrants is different: there are smaknd mediumsized firms; (2) policies which reduce entry costs will have a larger effiettital sales of
the firms investing abroad and their extent of global investments if the reduction of costs due to such policies is high enou

Wednesday 6 July, 10.30.2.00 Applied Economics/Econometrics (Alcohol and Health)

Michael Wohlgenant, North Carolina State University
Rational Addiction in US Demand for Table Wine

Rational addiction in wine is modelled using a new model, the Intertemporal Translog Simple Nonadditive Preferences XIrb8&IAP
The model is derived directly from the consumer profit function and the unobservable price of utility is eliminated uaiexgehditures
to obtain a model that is linear in parameters. The model is applied to U.S. demand for wine, beer, and spirits usinggnetutdda for
four regions over the time period 1980D06. The results are consistent with theory and rational addiction is found presernhén The
results also indicate that all three beverages are complements, which has significant implications for tax policy.

Emily Conover, Hamilton College
Consequences of Easier Access to Alcohol: New Zealand Evidence

In December 1999, the minimum legal age for purchasing alcohol in New Zealand was reduced from 20 to 18 years. We lizatibospita
and mortality data from 1988 to 2006 to evaluate the effect of relaxing restrictions on alcohol access in this context. difféngnce in
differences methodology, our study argues that there was a substantial jump in aleatdd hospitalizations among those nemwdligible

to legally purchase liquor. We find that the increase was larger for males (around 26%) than females (around 16%), laom tatiiger
than 18 did not experience an increase in alcetabhted hospitalizations. While we find a substantial increase in aleetfaied morbidity,

we find that prior work overstated the increase. Based on hospitalizations, we find little evidence for substitution betmwgsnand
alcohol, and we report suggestive evidence for the view that after becoming legally eligible young people gradually kamk to
responsibly. We consider regression discontinuity estimates of the effect of lowering the minimum legal purchase agethattfing are

not closely related to difference-difference estimates, perhaps reflecting imperfect enforcement for those close to thef agef

Olena Stavrunova, University of Technology, Sydney
Adverse Selection, Moral Hazard and the Demand for Medigap Insurance

The size of adverse selection and moral hazard eects in health insurance niekétsportant policy implications. For exampfeadverse
selection effects are small while moral hazard effects are large, conventional remedies for ineffciencies created bysebetse (e.g.,
mandatory enrolment) may lead to substantial increases in health care spending. Unfortunately, there is no consensusagnitihees of

ad- verse selection vs. moral hazard. This paper sheds new light on this important topic by studying the US Medigap (supphesdémta
insurance market. We develop an econometric model of insurance demand and health care expenditure, where adverse selection is
measured by sensitivity of insurance demand to expected expenditure in the Medicare only state. The model allows foioodyedleden
unobserved determinants of expenditure and insurance demand, and for heterogeneity in the size of moral hazard effectacifelies

on an MCMC algorithm with data augmentation. Our results suggest there is adverse selection into Medigap, but the effgstrially A

one standard deviation increase in expenditure risk raises the probability of insurance purchase by only 0.01. In conéstghate of the

moral hazard effect is much larger. On average, Medigap coverage increases health care expenditure by 23%.

Wednesday 6 July, 10.3012.00 Non and SemiParametric Econometrics

Pipat Wongsaart, Monash University
Nonparametric Kernel Testing for Semiparametric Autoregressive Condition Duration Model

A crucially important advantage of the semiparametric regression approach to the nonlinear autoregressive conditionah ¢ieEip
model developed in Wongsaart et. al. (2011) is the fact that its estimation method does not require a parametric assumtien o
conditional

distribution of the standardized duration process and, therefore, the shape of the baseline hazard function. The res#ascipdaper
complements that of Wongsaart et. al. (2011) by introducing a nonparametric procedure to testing the parametric density ff@CD
error through the use of the SEMACD based residual. The hypothetical structure of the test is useful, not only to the sstadatit of a
better parametric ACD model, but also to the specification testing of a number of financial market microstructure hypcheses]ly
those related to the information asymmetry in finance. The testing procedure introduced in this paper differs in manyonragisofre
discussed in existing literatures, for example Gao and King (2004), Fernandes and Grammig (20055ainalia\i{1996). We show
theoretically and experimentally the statistical validity of our testing procedure, while demonstrating its usefulnessaatiwhliy using
datasets from New York and Australia Stock Exchange.
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Maria Florencia Gabrielli, CONICET
Semiparametric Estimation of FiBtice Auction Models

In this paper, we propose a semiparametric estimator within the class of indirect methods. In the same spirit as Gugrred®erVuong
(2000)(GPV (2000) hereafter) our procedure is in two steps. Unlike GPV (2000), our second step is fully parametric areldineref
resulting model falls within the category of semiparametric models. Specifically, we propose to model private valuatiogis dhset of
conditional moment restrictions. For sake of simplicity, we consider a symmetripficgt sealeebid auction model within théndependent
private value (IPV) paradigm with a nonbinding reserve price. However, our estimation procedure applies to a more gssefaludton
models, namely symmetric and asymmetric affiliated private value models. More generally, our method extends to modelsvetekh
estimated using a nonparametric indirect procedure. In line with GPV (2000) our econometricaallglébr a two step procedurd he first
step is similar to the first step in GPV (2000) in which we recover a sample of pseudo private values while using grianeill Estimator.
Unlike other nonparametric estimators, such us kernels, local polynomial fitting is an attractive method from a theoneltfwalctical point

of view. The second step departs from the fully nonparametric second step in GPV (2000) since we use instead a GMM torottgiare
an estimate for the parameter of interest. Thus our procedure is semiparametric. The proposed semiparametric estimaten te slave
desirable statistical properties namely, it is consistent and has an asymptotic normal distribution. Moreover, the esdttatsr the
parametric rate of convergence. Specifically, we show that our estimator converges uniformly at the parametric rate. pesafgcsome
Monte Carlo experiments to illustrate the properties of our procedure in small samples and to assess its advantagestaetative
nonparametric procedure.

DongHyuk Kim, University of Technology Sydney
Flexible Bayesian Analysis of First Price Auctions Using Simulated Likelihood

To analyze bid data from first price auctions, this paper develops an empirical framework that fully exploits all theeshagiens arising
from economic theory: bidding monotonicity and density affiliation. We directly model the valuation density so that bidziogpnicity is
automatically satisfied, and restrict the parameter space to rule out all nonaffiliated densities. We use a simulatexbtikelifllow for a
flexible specification, but our posterior analysis is exact for the chosen likelihood. Our method controls the smoothrtegsahdvior of
the valuation density and provides a decision theoretic framework for auction design. We reanalyze a dataset of audrilisgaights in
the Outer Continental Shelf that has been widely used in past studies. Our approach gives dramatically different pdfiptigmesn the
choice of reserve price than previous methods, suggesting the importance of the theoretical shape restrictions.

Wednesday 6 July, 10.3012.00 Financial Econometrics

Jiancheng Jiang, UNCharlotte
A New Test for Superior Predictive Ability

In this paper we propose a new method to test the superior predictive ability (SPA) of technical trading rules relatresdbnaark. The
proposed test has no potential data snooping bias. Unlike previous methods, we model the covariance matrix by factorndatdsisiap
a generalized likelihood ratio (GLR) test for the above testing problem. The GLR test is then extended to a stepwige Gl {&ein the
spirit of the StepRC test of Romano and Wolf (2005) and S&A test of Hsu et al. (2010), which can identify predictive rmoslighout
potential data snooping bias. Asymptotic null distribution is approximated by resampling procedures. Our results shoe Gh& thst is
much more powerful but less conservative than the SPA test of Hansen (2005).

Linlin Niu, Xiamen University
A Generalized Arbitragéree NelsorBiegel Term Structure Model with Macroeconomic Fundamentals

This paper proposes a generalized arbitrigee macro finance term structure model with both NelsBiegel latent yield factorand
observable macro factors. Two subclasses are derived: spanned and unspanned models. In the spanned model, the yielusiaed bgte

both the NelsorSiegel yield factors and macro variables. In the unspanned model, the yields are not spanned by macro batiabées

only determined by the three NelseBiegel yield factors, although the NelsSiegel yield factors and macro variables inteliacthe state
dynamics. Compared with existing models, the unspanned model is not only theoretically appealing but also proved to balgmpiri
encouraging. We show that the new model improves predictive accuracy for long term yields than models witASiegebryielddctors

only, with or without nearbitrage restrictions; it can also improve forecast performance for nearly the whole yield curveecthacedform
dynamic NelsotBiegel models, with or without macro factors. We also show the usefulness of this type of model in risk premia
decomposition and explaining excess returns of yields.

Zhi Liu, Hong Kong University of Science and Technology, and Xiamen University
Estimating the volatility functionals with multiple transactions

We consider the volatility functional estimation (especially, the integrated volatility) when there are more than one ti@amsgithin one
time unit. The simple numerical example shaWwat averaged realized integrated volatility does not work in this case. We peoposie
estimators which can overcome the difficulty and moreover it does not need to impose any constraint on the number ofitassibe
asymptotic results are established. Using simulation of stochastic models commonly used in finance, we confirm the performanc
estimators. Finally, we apply our estimators to several real time series data sets.
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Wednesday 6 July, 10.3012.00 Macroeconomics (Expectation and Learning)

Michael OsterwaldLenum, Statistics Denmark
Economic earthquakes

The paper describes a simple mechanism by which persistent, increasingly serious, international macroeconomic disegyitibrielop
due to the lack of strong equilibrating forces. As a result certain random events may bring sudden change of a major scale.

Arunima Sinha, Santa Clara University
Learning and the Yield Curve

Two central implications of the Expectations Hypothesis under rational expectations are inconsistent with yield curv@ @atae (
expected long yields fall, instead of rising, when the yield spread rises, and (ii) long yields are excessively volasgegitto short yields.

I document these puzzles in the U.S. and the U.K. data, for differensauples, and for both real and nominal yields. | tipeapose a
micro-founded optimization framework in which boundedly rational agents use adaptive learning to form expectations. The model is
successful on both dimensions. First, the belief structure rationalizes the pattern of yields observed in the data so fitstphzzle does

not arise with subjective instead of rational expectations. In particular, ifeeporal income and substitution effects are plified relative

to the rational expectations case, causing expected long yields to rise when the yield spread falls. The second pubzécpated for

by the extra volatility due to parameter uncertainty. These results suggest that it is the assumption of rational expedtatios at odds

with the data, not the (subjective) Expectations Hypothesis. In addition, | find that: the model generates systematit éorexsas yields

and inflation that are consistent with survey data and higher yield volatilities during different monetary policy reginchshedl.S. data.

Oscar Pavlov, The University of Adelaide
Mark-ups and New®riven Business Cycles

It is well known that a standard orsector real business cycle model is unable to generateneeement between consumption and
investment in response to news about a future change in productivity. The current paper demonstrates that the introduatiperégct
competition with endogenous countercyclical margs (into what is otherwise a standard eeector real business cycle modelnhcsolve

this comovement puzzle. It turns out that the necessary condition fommvement is the same as the one for indeterminacy in a
continuous time model: an upwardly sloping wal§e2 dzNJ f 2 Odza (G KIF G Aa &aGSSLISNI GKIy (K®th&2dzz S
(negative) wealth effect, news about a future rise in productivity leads to a recession.-diewn business cycles can then emge by
investment adjustment costs that allow the substitution effect to dominate.

Wednesday 6 July, 10.3012.00 Microeconomics/Industrial Organisation

Chengsi Wang, University of New South Wales
Informative Advertising, Consumer Search and Transparency Policy

The information about new product is often generated by both sides of the market. By establishing a monopoly model cofisisting
information disclosure and information acquisition, we show that, in contrast with literatures, partial information disclppears in the
equilibrium when search cost is low. As search cost increases, the monopolist holds back more information but lowersgrieatmass
market. The equilibrium price is neanonotone in search cost due to the monopolist's intention of deterring consumers fromtsegraVe

show that transparency policy on advertising cannot improve social welfare.

Nevertheless, it favours consumer surplus in a wide range of search cost. Only for some medium level of search costntyapspey

harms consumer surplus due to the induced high price.

Cynthia Wen, University of Sydney
Innovation, intellectual property protection: an empirical analysis

This paper firrdevel data to investigate the innovation activities of small and medium size firms and their correspondiegissrdor
intellectual property (IP) protection in Australian industries from year 2B0d7. In relation to innovation, a firm is morkdly to engage in
innovation of its product, processes or managerial structures if: the firm successfully innovated in the past; it compdezadtional
markets and markets with more competitors; and when the firm has complementary internal characteristics, namely high leweiano
capital and intensive use of information technology. Our analysis also examines the correlation between innovation arnss busine
performance: taking into account the possible endogeneity between innovation outcomes and profitability and productiviti, grow
decentralized decision making and the level of internal human capital making are positively associated with both pyoféadbilit
productivity growth. In terms of IP protection, formal protection methods (patents and copyright) seems to be substithiesthan
complements to informal methods; small and medium firms often use either one or the other, rather than apply both. Firnis tised
formal methods if their ideas come from internal sources or from publicly available sources. Firms are likely to appkxtent possible,

a variety of protective methods (both formally and informally), if they have engaged in more tangible (product) inventions.
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Scott McCracken, Australian National University
Informative Advertising Under Duopoly

We consider a twetage duopoly model of costless advertising: in the first stage each firm simultaneously chooses the afcsitpals
informing consumers about how much they value its product; in the second stage firms compete in prices. We find that when the
distributions of consumers' valuations for each product are identical, independent and symmetric, and the market is covemred f
combination of firststage choices, the subganperfect equilibrium involves both firms perfectly informing consumers in ordentrease

ex post differentiation and reduce price competition. When the market is not covered for alstigé choices, one firm mayoronger

choose perfectly accurate signals in equilibrium, as an increase in the informativeness of a signal further lowers thevaugtion of

those consumers indifferent between purchasing or not, causing them to drop out of the market. Numerical results indicdtahtha
symmetric distribution of valuations is sufficiently peaked, then both firms inform perfectly; otherwise one firm inforfastlyeand the

other chooses the highest level of informativeness such that the market is covered.

Wednesday 6 July, 12.30.3.30 Poster Session

Franklin Soriano; Australian Bureau of Statistics
Modelling the relationship between Government Assistance and Innovation using the ABS Business Characteristics SurengtyA Prop
Score Matching Approach

This research investigates the relationship between government assistance and innovation, using data from the ABS Barsgtesstich
Survey (BCS), which asked businesses whether they received government assistance in the form of grants, funding, sulrsitiessibns
or rebates. The study utilises firm level data for small, medium, and large Australian businesses covered by-@6et@ @U®809 waves of
the BCS.

In tackling this analysis, the authors apply propensity score matching (PSM), a technique applied in some policy etisgnPSM
matches participating units, such as businesses that received government assistance, to units which do not participateh thavwe
similar characteristics, by using a propensity score. The PSM is attractive in that it addresses the selection biasfterich soblem in
non-experimental settings. The matched units are then used to model the influence of the treatment (government assistanee) to th
outcome of interest (innovation).

The aim of the study is to test the applicability of PSM to an ABS survey. As such, different matching algorithmsedyénekrifing the
nearest neighbour, the radius as well as the kernel matching. The approach is useful in that it could be applied to edledr gegstions
which deal with the selection bias issue.

Wednesday 6 July, 13.30.5.00 Macroeconomics (Financial Markets)

Yuichiro Waki, University of Minnesota
Efficient risk sharing under endogenous skill formation: quantitative implications

This paper considers optimal histedgpendent income taxation when skills are endogenously formed. Skills are endogenoug in tha
individuals invest time in a Beporath type human capital accumulation technology over the life cycle. Following the liteiattiie New
Dynamic Public Finance, | show the optimal taxation problem with histepgndent income taxes can be formulated as a dynamic
mechanism design problem in which people's skills (human capital) and their human capital investment are private infofimstiterifies

the two tradeoffs that arise from the endogenous skill assumption: One between the skill accumulation incentive and insmcrice

other between current labor income and future high skills. To quantify how these tradeoffs affect efficieshaiskg implictions, |
calibrate models with and without human capital accumulation to the U.S. data, numerically solve for optimal allocatitaearmal these

two models, and contrast the policy implications. Computational difficulty is overcome using an approach developed bynBakwasiVaki
(2010).

Cheng Wang, lowa State University
Dynamic Contracting with Stochastic Outside Opportunities and Costly Termination

We study a dynamic principagent relationship where a stochastic outside opportunity (offer) arises each period for theveideaagent.
Termination of the ongoing relationship is costly, but it allows the agent to pursue the available outside opportunitye gmihdipal to
return to an external market to hire a new agent. The principal acts strategically with respect to the agent's outsidendfieesshow that

it is optimal to terminate the current principagent relationship if and only if the agent's current outside offer is abowetaff level. The
optimal contract generates both voluntary and involuntary terminations. Severance compensation arises endogenously and tivatsho
may be paid only in involuntary terminations. Conditional on termination, the size of the optimal severance compensatindsdepe
positively on the agent's current compensation, but negatively on his current outside offer. The optimal contract dictatesreeua-U
relationship between the agent's current compensation and the probability of termination. This prediction, when interpretexd labor
market context of orthe-job search, is in contrast with Burdett (1978)'s classic prediction that on average higher wagesoaiated with
lower turnover rates.
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Vitali Alexeev, University of Tasmania
Robust riskreturn analysis of international portfolios

We investigate the two main routes investors can use to capitalize on the advantages of international diversificatimvesttim foreign
markets indirectly, that is, to invest in US multinational corporations with a large presence abroad; ii) to investidifectlign markets by
purchasing Exchange Traded Funds (ETFs) which are listed on the New York Stock Exchafgaedi#&Ejeplicate foreign stoakdices,

as well as stocks of foreign companies listed as American Depositary Receipts (ADRs) or as regular stocks on the N¥B&:. &/e con
problem of portfolio selection using a covariance matrix robust estimator to capture the large unconditional variancehyanseasional

high volatility periods. We track the composition of robust and classical Markowitz portfolios for the period from 198®19V20find that

the resulting robust portfolios exhibit more stable weight compositions and reduced rebalancing costs.

Wednesday 6 July, 13.3015.00 Time Series Econometrics (URibot)

Ligiong Wang, University of York
Measures of Distance for the unit root hypothesis

Econometrists are interested in measuring the efficacy of statistical inference for unit root time series because thavegis/ tpower
against nearby alternatives. Many tests, such as the DF, ADF, PP, and #3¢ 3\Bdst, etc., (often) cannot distinguish betwéere unit
root processes and near unit root processes, and most recent econometric unit root literature has focused on this mapiltyriétiano &
Eichenbaum, 1990; Rudebusch, 1993).

To quantify the “separation' between the density function under the unit root null and the nearby stationary alternativeseaéhe
measures of distance. The Power Envelope gives an upper bound on the power of all invariant tests for the null agaaistealtbus it
may be interpreted as a measure of distance. In this paper, we provide and analyse explicit representations for meassteex®ffar
tests of the unit root hypothesis. We generate the Power Envelope for testing a unit root null hypothesis by construatiagtitests, and
from that we derive the measures of distance, Total variation (TV), Hellinger Distance (HD) and KealtidackDivergence (KLyhich
quantify the separation between the unit root null and its alternative hypotheses. Simulation results are illustrated tattififoal data
and for the Nelson & Plosser (1982) series, for MA(1), MA(2), AR(1) and higher order AR models, in two model spedfieatiomsich
only a constant is included and the other one with also a trend. Our Monte Carlo results show that, for both model dpesifieae and
negative value for the MA parameter and linear trends minimize the distance and so is the power. For AR cases, powensdet tieh a
linear trend are drastically smaller than those for the model without a trend. When the roots of the characteristic edjgateny close to

1, the distance is very small, and so is the power. On the other hand, when the roots lie close to +1, the distancard lsoge the power.
For the case where some of the roots lie closeltand some close to +1, the measures of distance give values in betweemelalg the
data including a trend imply an estimated model a bit less distance from a unit root, whether measured by either the dstireffteient

or the measures of distance. After appropriate-tiending or demeaning the series y_{t}, none of the measures of distance dhantify
the separation of the null and alternative hypotheses rely on the deterministic component d_{t} of the model. Hence suatesrteas out

to be uninformative about their influence. However, they depend upon a) the value wider H_{a}; b) the precise specification of
deterministic component d_{t}, e.g. zero, or constant, or trend, or break, or any combination of them; c) (in small samples)} P dZ * P+
F'yYyR RO (G(KS OK2aSy aA3ayAFAOLFLyOS tS@St 2F Frye GSad F2Nlleod

Jiying Yin, Monash University
Estimation in Threshold Autoregressive Models with a Stationary and a Unit Root Regime

This paper treats estimation in a class of new nonlinear threshold autoregreseikels with both a stationary and a unit roatgime.
Existing literature on nonstationary threshold models have basically focused on models where the nonstationarity can e lgmov
differencing and/or where the threshold variable is stationary. This is not the case for the process we consider, andlamhstdimation
problems are the result. This paper proposes a parameter estimation method for such nonlinear threshold autoregressivesngdéis
theory of null recurrent Markov chains. Under certain assumptions, we show that the ordinary least squares (OLS) estinth&ors o
parameters involved are asymptotically consistent. Furthermore, it can be shown that the OLS estimator of the coeffcimetepara
involved in the stationary regime can still be asymptotically normal while the OLS estimator of the coeffcient paraméted imvthe
nonstationary regime has a nonstandard asymptotic distribution. In the limit, the rate of convergence in the stationarg iegim
asymptotically proportional to n?{/4) , whereas it is n?() in the nonstationary regime. The proposed theory and estimatiethod are
illustrated by both simulated and real data examples.

Biing-Shen Kuo, National Chengchi University
Gaussian Inference in General AR(1) Models Based on Second Difference

This paper develops a simple secadtifference transformation for estimation aridference in general AR(1) models. As in PBikind Han
(2008, {\it Econometric Theory} 24, 63$$50), a Gaussian limit theory with a convergence rate of $\sqrt{T}$ is availablyextetnot a
unit root is present in the process. Yet, the novelties of our limit results are that the same weak convergence appienddels with or
without a trend, and that the asymptotic distribution is characterized by a constant variance of value 2. The merits psafuisess of the
seconddifference transformation in applications to dynamic panels.
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Wednesday 6 July, 13.30L5.00 Panel Data Analysis (Nonlinear)

Jia Chen, Monash University
Semiparametric Trending Panel Data Models with C8exdional Dependence

A semiparametric fixed effects model is introduced to describe the nonlinear trending phenomenon in panel data analysifoavsifor

the cross-sectional dependence in both the regressors and the residuals. A semiparametric profile likelihood approach liaseiirsin
stage local linear fitting is developed to estimate both the parameter vector and the time trend function. As both thetieselength T
and the crosssectional size N tend to infinity simultaneously, the resulting semiparametric estimator of the parameter i®ctor
asymptotically normal with a roelT convergence rate. Meanwhile, an asymptotic distribution for the estimate of the nonlimeartitend
function is also established with a rate of convergence of-fédh. Two simulated examples are provided to illustrate thedisample
behavior of the proposed estimation method. In addition, the proposed model and estimation method is applied to the afadysis
economic data set.

Degui Li, Monash University
Estimation in Semiparametric Singley RSE t FySt 5+l a2RS$Sta gAGK CAESR 9S04

In this paper, we consider semiparametric estimation in a partially linear sigleR SE LI y St RI G Y2 R@fakingthel K UE
RAGSNBYOS SELXAOAGEEET 6S LINPLIRAS dzaAAY3I | &ASYALI NI YS{Ngadbley A y A
YSGiK2R G2 NBY2@0S (KS UESR SisS00Ga FyR 260l Ay O2yaraidSydothShed A Yl
ONRPaa &aSOGA2y aAal S IyR GKS G4AYS &aSNASa tSy3aidK GSyRrthe2stmaodgii (& >
the parameters in the single index and the linear component of the model, but also obtain an asymptotically normal distfdsuthe
nonparametric local linear estimator of the unknown link function. The asymptotically normal distributions of the proptisest@s are
AAYAELIN G2 (K2&a$8 20iGFAYSR Ay (KS NIyR2Y S§i S dndex dyfemiz fatelatd dzddBlk S NI 2
20K aAYdzZ FGSR SEFYLESE FYyR Fy FLLXAOFGAZ2Y G2 | NBI fethldryiahd & S
estimation method proposed in this paper.

Binbin Chen, Nanyang Technological University
Testing high dimensional independence by empirical spectral distribution functions

This paper proposes a new test statistic for the hypothesis testing of cross {sectional independence. This test is Hasedhpmidal
spectral distribution of the sample covariance matrix. We study the limiting distributions of this test under both nulliemate
hypotheses, as dimensionality and the sample size of the data go to infinity together, with their ratio converging ® rfinéro limit.
Finite sample properties are investigated through simulations on some classical time series. As an empirical study,dbdtpsbpo

is applied to test the random walk hypothesis for closed stock prices of 621 companies in New York Stock Exchange(NiYf&&i rtinerke
date 1999:1:1 to the date 2004:12:31, to detect whether the observed closed stock prices of each company follow a randdimewalk
results illustrate that most stocks in NYSE do not follow random walks, in agreement with the conclusions of some moaleme lite
research works.

Wednesday 6 July, 13.30L5.00 Development Economics/Trade

Tomohiro Ara, UNSW
On the relationship between bargaining and tariffs

Does low bargaining power lead to high tariffs? We consider a bilateral oligopoly model where upstream firms in a dewioprgd c
(North) specialize and export intermediate inputs to downstream firms in a developing country (South). Firms first erttezrasdek
partners from the other stage of production. A matched upstredoavnstream pair bargains simultaneously over the input price tued
level of output and competes with other matched pairs in a Cournot market. We find that, indeed, in the short run lowibgaiver of
Southern firms prompts Southern welfaneaximizing government to choose high tariff rates. If the number of matched pairs Is(smga,
bilateral monopoly) low bargaining power of South hurt Northern firms as they face high tariffs. In the long run withtfye@neinrandom
matching, we find that the optimum tariff varies nanonotonically with the bargaining power. In particular, the relationshipwaen
{2dzi KQ& 2LI0AYdzy GF NRTFT -shageR (respl iaveriad-Sidbed) if theyd8mand2funGidw is Astictly! concavesp.
convex). For linear demand the optimum tariff in the long run is zero irrespective of the bargaining strength of the Soathern

Scott French, University of New South Wales
The Composition of Exports and Gravity

Gravity estimations using aggregate bilateral trade data implicitly assume that there are no systematic patterns of ceergrhratitage
across products and countries. However, such patterns are clearly present in the pledeictrade data. For instance, lewcome
counties' productevel exports are highly correlated and concentrated in a small set of products. As a result, estimatingostsdim a
gravity framework using aggregate data can lead to biased estimates and incorrect predictions.

In this paper, | show that bilateral trade cost parameters are not identied by aggregate bilateral trade data if systeetits pf
comparative advantage exist. | then use detailed prodecel bilateral trade to estimate bilateral trade costs, using an fteeaprocedure
to account for unobserved produd¢vel output. This results in trade cost estimates of about half the magnitude of those ltygstimated
from aggregate data and accounts for much of the correlation between countries' income level and trade share of outpetdubiitey the
erroneous negative correlation between income level and tradable goods price level predicted by aggregate gravity modeldelTalso
predicts that a given trade barrier is more harmful to {oweome countries whose exports are concentrated in a few products.
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Rasyad Parinduri, University of Nottingham Malaysia Campus
Growth Volatility and Trade: Evidence from the 19875 Closure of the Suez Canal

This paper examines the effects of trade on economic growth and growth volatility. Using the closure of the Suez Cansttasemt for
trade, | find that trade leads to highesind more stable economic growth. There is also some evidence that trade reduces gobatility.

Wednesday 6 July, 13.3015.00 Applied Economics/Econometrics (Health Economics)

Eibhlin Hudson, RMIT University
Anchoring Vignettes and Child Respiratory Health

This study tests whether there are systematic reporting differences by socioeconomic status in how parents assess tia@s bielathing.
Anchoring vignettes are used to test and correct for such reporting heterogeneity and therefore allow a more accurate fmbdel o
relationship between socioeconomic factors and breathing to be estimated. Using data from a representative online Dut¢i$@nele
find some evidence that there is reporting heterogeneity related to the age of the respondent and the urbanisation ofathereliminary
analysis suggests that education does not appear to be related to reporting behaviour.

Tim Fry, RMIT University
Investigating relative price responses in the market for illicit tobacco.

This paper uses innovative survey techniques to investigate the impact of relative price changes in the licit and k#ititanahe level of
illicit tobacco consumption. The challenge of obtaining good price information in illicit markets is overcome by utsiginges to a series
of price scenarios/vignettes. Our findings suggest that illicit tobacco smokers are sensitive to relative price moversms. ifffportant
policy implications for antsmoking policies aimed at the licit tobacco market.

Michael Shields, Monash University
Is There an Income Gradient in Child Health? It Depends Whom You Ask

A large literature uses parental evaluations of child health status to provide evidence on the socioeconomic determinadtk.df how
parents perceive health questions differs by income or education level, then estimates of the socioeconomic gradieny &ebkkbiased
and potentially misleading. In this paper we examine this issue. We directly compare child mental health evaluationsententpachers,
children and psychiatrists for mental health problems, test whether these differences are systematically related to obsawilchtaind
parent characteristics, and examine the implications of the different reports for the estimated income gradient. We finesfitatdents
frequently evaluate children differently and while the sign of the income gradient is in the same direction across resp@ydésrhatic
differences in evaluations mean that the estimated magnitude and significance of the Jeadthe gradient is highly dependenpon the
choice of respondent and the measure of child health.

Wednesday 6 July, 13.3015.00 Non and SemParametric Econometrics

Ying Fang, Xiamen University
Nonparametric Estimation and Testing of Stochastic Discount Factor

This paper attempts to estimate stochastic discount factor (SDF) proxies nonparametisaadjythe conditional Hanselaganndtan
distance. Nonparametric estimation can not only avoid misspecification when dealing with nonlinearity in the model bubats® pore
precise information about the local properties of the estimators. Empirical studies show that our method performs betteth¢han
alternative parametric polynomial models, and furthermore, we find that the return on aggregate wealth can sufficientin thel&8DF
proxies when one deals with nonlinearity appropriately.

Ming Lin, Xiamen University, China
Semiparametric Varyingoefficient Instrumental Variables Models

This paper considers a new class of semiparametric instrumental variables model by allowing the coefficient to be adtisotiom
exogenous variables. The structural function admits a partially linear form, in which the impact of endogenous strucablebwean vary
overdifferent levels of some exogenous variables. We propose a ihtiege estimation procedure for estimating both varying arahstant
coefficients, and the consistency and asymptotic normality of the proposed estimators are established. Moreover, testihgskgpon
both constant and varying coefficients are developed and the generalized likelihood ratio test statistic for this newf chasiels is
proposed. Our work indicates that the generalized likelihood ratio statistics are indeed general and powerful for nonparmstetg
problems based on functional coefficients estimation in this new class of models. We also illustrate our approach witte a&Givlont
simulation and a real data example of return to education.
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Brett Graham, Xiamen University
Estimation of Discrete Sequential Move Games of Perfect Information

We propose a dataonstrained generalized maximum entropy (GME) estimator for discrete sequential move games of perfect iaformat
which can be easily implemented on optimization software with Heylel interfaces such as GAMS.

Unlike most other work on the estimation of complete information games, the method we propose is data constrained ands remuire
simulation or assumptions about the distribution of preference shocks. We formulate the GME estimation as a (convei)tegsed
nonlinear optimization problem (MINLP) which has been well studied over the last few years. The model is identified witakrdgale
and location normalizations. Since the estimation method is robust to estimation starting values, it can provide a galogléss for
simulation based estimators such as MSM and MSL. MGaro evidence demonstrates that the estimator performs well in modeyatel
sized samples.

Wednesday 6 July, 13.30.5.00 Financial Economics/Applied Finance

Paskalis Glabadanidis, University of Adelaide
Robust and Efficient Strategies to Track and Outperform a Benchmark

| investigate the question of how to construct a benchmark replicating portfolio consisting of a subset of the benchnmapdserts. |
consider two approaches: a sequential stepwise regression and another method based on factor models of security retdirst. The
approach produces the standard hedge portfolio that has the maximum feasible correlation with the benchmark. The secoachappro
LINE Rdz0OS&a 6SA3IKGA GKI G-tokndis" ratiiNg fhdoiNdBta 1B ifibsncrati@ volatilityx 1Zalkakynsidleecond objective
that maximizes expected returns subject to minimizing the variance of tracking error. The security selection criteridiy eaterals to the
product of the information ratio and the signti-noise ratio.

| construct buyand-hold replicating portfolios using the algorithms presented in the paper to track three widely followedisthcis with

very good results both isample and oubf-sample.

Wei-han Liu, La Trobe University
[ dzy} NJ / I £ SYRIFENJ 9FFSOGY 90ARSyOS 2F (KS / KAySasS CINYSNna /1fSyR

CKAA LI LISNI SEFYAySa (GKS adriaAradaldre NBflIdA2y 06SiG6SSy HmKAianw KA Y
equity markets during 1993004. CATREG and CART, two data mining techniques, are employed and the implications of the @uécomes
discussed. The outcomes confirm that the CFC plays a supplementary role to market information in predicting market tate.dhre
addition to confirmation of lunar calendar effect by CFC, CATREG outperforms in the three markets: Taiwan, South Kangapared S
According to CART analyses, all the three markets value Funeral category of CFC advice and this pattern coinciderthbaisdbtio of
astrological knowledge. The latter two markets share the same set of CFC items while Taiwan has its own. This conteashedicaket
dependent observance and different interpretation of CFC items for determining an auspicious date for equity trading.

Leon Zolotoy, Melbourne Business School
Informations Shocks, Systemic Risk and the Feraach Model: Evidence from the US Stock Market

We examine the impact of news on systemic equity risk as measured by the FamaFrendadtoemodel of the US industry portfos. By
using both semiparametric and parameric models we test for the presence of asymmetric effect of information shocks orathe- var
covariance matrix of monthly industry portfolio and Faffr@nch factor returns and factor loadings. We find market factor betascrease
(decrease) following large negative (positive) market innovations. No evidence of asymmetric response to the news ig fihendife
(SMB) factor betas. The bot-market betas, on the other hand, seems to decrease (increase) following large negative (psbiticles to
the bookto-market (HML) portfolio. Finally, we use dynamic estimates of the FamaFrench betas to assess the risk profiledastitye
portfolios using the concepts of stochastic dominance.

Wednesday 6 July, 13.30L5.00 Agricultural, Environmental and Resource Economics

Pim Heijnen, University of Groningen
Environmental Policy and the Macroeconomy under Shallake Dynamics

We study the environmental and economic effects of public abatement in the presence of multiple stablesttgadycological guilibria.

Under shallowlake dynamics (SLD), the isocline for the stock of pollution features two stable branches, a good and a bssliariagAhat

the ecology is initially located on the upper (bad) branch of the isocline, the ecological equilibrium is hysteretic &ably designed
temporary abatement policy can be used to steer the environment from the bad to the good equilibrium. In all models cdniidiei®

LI LISNE | aO2tR GdaNy Seé¢ FolGSYSyid LltAOe A& 2LI0AYL{ assoledfoimtaf KS f
time. Depending on the particular model used to characterize the economic system, there is a capital feedback effedtethia¢lpi or

hinders the attainment of a successful abatement policy.
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Stuart McDonald, University of Queensland
The Thin Green Line: The Transboundary Pollution Problem in a Coupled System of Shallow Lakes

This paper concentrates on the problem of pollution in system of shallow lakes. In the model presented in this papeetiveodales, an
upstream and a downstream lake, and two communities situated around each of the lakes. The upstream lake feeds into tineatowns
lake via a connecting waterway. As a byproduct of their day to day economic activities, the communities situated arowfitheasimallow
lakes will input phosphorus into their local lake system, contributing to its phosphorus loading. It is well known tloat Ethkels present a
hysteresis in their response to this phosphorous loading (Carpenter, Brock and Hansen 1999, Carpenter Ludwig and BildekcEI9&h
lakes will remain in an oligotrophic (or healthy) state over long periods of time with gradual increases in phosphorogddaadgiioint at
which it suddenly flips to an alternate, eutrophic state. Once the flip has occurred, the lake then remains eutrophic diEspdses in
phosphorous loading, and is reversible to a healthy state only if the pollution loading could be reduced well below thepbligsteady
state level (Brock et al. 1999). The threshold point at which the lake changes state, from oligotrophic to eutrophicnisskadskiba point
(Skiba 1978, Dechert and Nishimura 1983).

One natural question concerns what happens in systems of shallow lakes when there are multiple communities sharingétshuse? D
Itiple
communities sharing a single lake. Both of these papers show that runoff from pollution creates asymmetry in terms dit the abi
ddress the
problem by imposing of Pigouvian taxes on the level of economic activity for this problem leading back to a steady dtate Pare
for open
loop Nash equilibrium. Salerno, Beard and McDonald (2008) show that because these tax policy are not time consisteht)éhaybyact
to manipulation leading to potentially catastrophic outcomes. However, the cumulative impact of this localized pollutopsicded in
the model presented in our paper. Here the runoff from upstream pollution creates asymmetry in terms of the ability efkedolsupport
local economic activity. We show in the cooperative model that Pareto efficiency requires that upstream agents limit thesnsumption
S0 as to increase that of downstream agents whose marginal benefits are higher. The results from -teopemtive dynamic gaen
characterize the impact from the flow of pollution from the neighboring upstream lake to the downstream lake when each of the
communities adopt a separate manageent strategy. They show that when both systems are at steady state, even a small flolutidp
from the upstream lake can radically change the optimal pollution policy of the downstream lake from one that convergesvén a
(oligotrophic) state to one that leads to an upper (eutrophic) steady state. The modeling approach is based on Dechertia(2D®Y),
which use a peotential as a means of finding the opémop Nash equilibrium of the dynamic game as a control problem. As sirown
Dechert (2000) one benefit from employing this procedure is that because the equilibrium emerges as a solution te raalaptitrol,
when the optimal control problem is solved via dynamic programming its will automatically solve the-ldopgatoblem. Hencehte open
loop Nash equilibrium will also be closkp Nash equilibrium. One potential difficult with results obtained using the-caoperative
model is that the outcomes are dynamic Stackleberg equilibrium in which the leader is the upstream community. Howevelpaposed
Stackleberg equilibria are notoriously difficult to solve (see Baszar and Tamer (1999) for a discussion). Hence, we agapateof
Dechert and Brock, by using backward induction methods from the steady state point to solve the potential function yetatyeaherate
the closedloop equilibrium. The numerical results show that an upstream lake converging to its steady state with low acoamulati
increases the speed of convergence of the downstream lake but does not change its path overall. If the upstream lakegisgctmvits
steady state from high accumulation of pollution, the downstream lake eventually converges to its lower steady stateaiyt tha lake
undergoes a transient state with the accumulation of pollution in the dostream lake converging toward its upper steady st&tence the
O2y@SNEBSy( LI GK& FT2NJ 6KS R2gyadNBlIY 118 AftftdAGNI 0SS GdwSrhighr LI O
accumulations of pollution. We show in the cooperative model that Pareto efficiency requires that upstream agents limiwtheir
consumption so as to increase that of downstream agents whose marginal benefits are higher. The results from-abepecative
dynamic game characterize the impact from the flow of pollution from the neighboringttgam lake to the downstream lake wheach
of the communities adopt a separate management strategy. We show that when both systems are at steady state, even avsohall flo
pollution from the upstream lake can radically change the optimal pollution policy of the downstream lake from one thagesruea
lower (olig otrophic) state to one that leads to an upper (eutrophic) steady state.

Tess Stafford, University of New South Wales
A School Input That Matters: Indoor Air Quality and Academic Performance

This paper assesses the effect of indoor air quality in school buildings on student test performance and school attetemnthese
relationships have significant implications for both human capital accumulation and children's health and developmenttiGtepoyjacts
designed specifically to improve indoor air quality were completed at virtually every school within a Texas schooltdiliffieceat points
in time throughout a sbyear period. This quasiatural experiment provides plausibly exogenous cismsional and timeseriesvariation in
school indoor air quality. Coupling detailed information on these projects with a panel of stlelehtadministrative data, am able to
control for many of the confounding variables that may also affect academic outcomes and thereby identify the causaf efélciraair
quality. Results indicate that performance on standardized math and reading tests significantly improves while attendsmegeerat
unresponsive to improvements in indoor air quality. The improvement in math scores ranges from 0.102 to 0.189 standdchsleeiat
$500,000 spent on indoor air qualitglated renovations and is 35% to 50% greater than the improvement in reading scores$s Reggést
that the improvement in math scores pesnovations is at least seven times larger than the improvement that would be achwetted
class size reductions using the same budget, indicating that renovations areeffecsive way to improve test scores.
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Wednesday 6 July, 15.30L7.00 Experimental Economics

Lachlan Deer, University of Adelaide
Commitment, Cooperation and Voluntary Association in Social Dilemmas

We use experimental methods to investigate whether commitment can improve efficiency in social dilemma situations. Saitjeipiate

in a voluntary contribution mechanism where group formation is endogenous. Periodically subjects are provided with thanitgptort

commit to their current partner and when both partners simultaneously choose to commit, a committed partnership forms. yAtkevar
O02al YR aKINB 2F GKS 0dzNRSY LI NIYSNE Ydzad Ay Odz2NJ G2 o NBetah dzLJ O
AyONBIFasS (KS SFFTAOASyOe odzi GKS aAl S 2F GKS 02ai | yRheaffied oS 2 F
cooperation levels.

Changxia Ke, Max Planck Institute for Tax Law and Public Finance
Brothers in Arms An Experiment on the Alliance Puzzle

Our experimental analysis of alliances in conflicts leads to three main findings. First, even in the absence of repeatédnintiirect
contact or communication, freeding among alliance members is far less pronounced than what would be expected freoooperdive
theory. Second, this possible solidarity among “brothers in arms' when fighting against an outside enemy may rapidlyatdeberior
disappear as soon as the outside enemy disappears. Third, when fighting an outside enemy, “brothers in arms' may atipatdyfahire
internal conflict about dividing the spoils of winning; however, this subsequent internal conflict does not discourage ailéarbers from
expending much effort in the contest against the external enemy.

Jianlin Zhang, Singapore Institute of Management
Gender Differences in Social Preferences: Are Women More Sensitive to Experimental Context than Men?

In this paper we experimentally evaluated to what extent gender differences in social preferences depends on the undgdyime real

contexts using a modified reaffort allocation game. In particular, we employ 2x2 experimental design involving two variatidhe

dzy RSNI éAy3a | fft20FGA2y 3JILYSd ¢KS TFTANRG O NAFGA2Y A& 2pentwekeS RS
anonymous students, while in the other setting, the recipient was Doctors without Borders (Medecines Sans Frontieresabte repu
international charitableorganization who would channeled the money donated to victims of natural disasters and war condiats! &he

world. The second variation is on the presence of social comparison of earnings among allocators. In one setting, wdahzglaEaison

of earnings among allocators possible, while in the other setting we made it not possible. We showed that women are ritore &etise
experimental contexts than men, a finding which is in line with Croson and Gneezy (2009).

Wednesday 6 July, 15.30L7.00 Macroeconomics (Business Cycles)

Sinchan Mitra, University of Queensland
Output Fluctuations in the G: An Unobserved Components Approach

This paper proposes a multivariate unobserved components model to simultaneously decompose the real GDP for eacli obthei€s
into their respective trend and cycle components. In contrast to previous literature, our model allows for explicit corieddiveen all the
contemporaneous trend and cycle shocks. We find that all thé ééuntries have highly variable stochastic permanent compongmnts
output, even once we allow for structural breaks. We also find that common restrictions on the correlations between trenydlarsthocks
are rejected by the data. In particular, we find that correlations across permanent and transitory shocks are importawitbisttand
across countries.
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Altaf Alam, University of Adelaide
Identifying government spending shocks considering the timing of news for Australian economy.

How does the Australian economy respond to the news of a rise in government spending? Do consumption and hours ris&/at fall?
happens to other macro variables? Are the responses similar to USA? There are two major branch of literatures expl#imed fifshese
questions using VAR (vector autoregression) technique. Last question is very important as it tells about comparing \@ietmnamy,

upon which most empirical works of macroeconometrics are done. When the economist does not consider time of news of governmen
expenditure then gets both increase in consumption and real wage(Blanchard and Perotti 2002; Fatas and Mihov 2001; Moaritfaig

2002; Perotti 2005).0n the other hand considering the timing of news (Ramey (2010)/8hayy0(1998)) gets the neoclassicaulei.e.
consumption and real wage decreases due to a positive government spending shock. For identifying government spendingcefitocks r
mentionable works which is related to my research is Ramey (2010).Main contribution of Ramey is that she gets neocaksisalgé/AR
model considering the timing of Defence expenditure news, while most other VAR (SVAR) model user gets keynesian restlts witho
considering timing(Consumption increases).My research objective is to replicate Ramey(2010) with Australian data arah Aoptesdt.

There is similarities and differences between the government expenditure characteristics of these two economies. Duning dhgreat

wars (Korean war, Vietnam war, 9/11 and aftermath) there was big swings of the government expenditure of USA. There wwirgyalso

for Australia during the time of those wars especially during Vietham war when only Defence expenditure of government ofa&2®6

and also due to longerm plan of the government (2000 Defence White paper) and due to war on Irag and Afghanistan. Austsalia wa
involved with all wars as an ally of USA. In this paper my intention is to follow Ramey(2010) method for Australia cgprsiterter time

period to come up with a conclusion. So my objective is to investigate whether Australia has the similar type of econavitiardide USA.

| am doing exactly what Ramey has done but with Australian data and considering a shorter time period@@BaR. In her pagr
Ramey creates a Defence news variable to identify the fiscal shock. | am doing the same for Australia. In my reseancbdiffetence in

the results. | also extend my research considering the fact that Australia is affected by world economy. In this redpdetdame external
variables in my model but no significant difference is seen. | also do an experiment considering my time period with Raaray ités

seen that all the impulse responses of US are similar (more or less) to my impulse responses. Two developed countrigm@resho
similar type of responses for a government expenditure news shock. This is an interesting finding of my research. éattiis irésative

has been taken to analyze the impulse responses with the government expenditure relatethssical economic theory.

Tao Peng, Southwestern University of Finance and Economics
Interest Rate Control, Credit Constraints and Business Cycles: The Case of China

In a new Keynesian DSGE model with interest rate control and credit constraints, we study the sources and transmissiagsnmoéchan
business cycles in China. We find that inflation shocks are the main driving force of economic fluctuations, while ingfstkemixplain a
non-negligible part of fluctuations. Interest rate control and credit constraints play a role in transmitting shocks. We comda@achmark
model with models with interest rate rules that are responsive to changes in economic conditions. We find that underpzeeataiater
values, the alternative interest rate rules can reduce the macroeconomic volatility, suggesting that an active intenese riatpreferable

to a passive interest rate rule in making the Chinese economy less volatile.

Wednesday 6 July, 15.30L7.00 Agricultural, Environmental and Resource Economics

Darko Jus, Center for Economic Studies
On the Price Path of Fossil Resources: Implications for Climate Policy

Recently some economists have argued that it might be possible to find climate policy measures which could induce antéencomple
extraction of the fossil resources. This view contrasts the conjecture that the price of fossil resource would alwaydapwrgpugh and

hence ensure full usage of all resources. What sogndige to the lack of certaintg as a question based on personal believest the end
ONHzOAFf F2NJ GKS STFSOlA@SySaa 2F G2RIFeQa Of AYF (S |dourke®arsStaday A y
convinced that no backstop technology will prevent them from fully extracting their resources, over time increasing stisities/able
energy will likely lead to the perverse outcoroalled green paradox, i.e. to higher extraction rates in the shant If inconplete extraction,
however, is a possible outcome, subsidies may well be fruitful as they could reduce the total consumed amount of fodsiefastingly,

this paper finds that the shape of the price path of fossil resources is able to shed more light on this issue: istiendnfreet of all
disturbances) strictly concave, an incomplete extraction is possible according to market believes; is it (weakly) canver, sesers
expect a full extraction of all resources.

Yi+Chia Wang, The Australian National University
Short and Longrun Environmental Kuznets Curve: Case Studies of Sulfur Emissions in OECD countries

The environmental Kuznets curve (EKC) hypothesis describes an irMestegbed pollutiogincome relationship in the long runoTest this
hypothesis, this paper selected data of sulfur dioxide (SO2) emissions and GDP series from 19 OECD countries duriddl37€q28aed..
Different from existing panel EKC studies that measured average characteristics across nations, this paper individuatigd perfo
cointegration tests in each country using two tireeries models. This paper found that the EKC regressions in most of theiesware
spurious from the firsstep model of the Engtgsranger twestep procedure, while by incorporating shettin dynamics, the unréscted
ADlL:transformed error correction model shows that most countries have stable-fangsulfugincome relationships and support ¢h
existence of the EKC phenomenon.
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Wednesday 6 July, 15.30L7.00 Applied Economics/Econometrics (Labour and Employment)

Sue Richardson, Flinders University
Is Precarious Employment Hazardous for Mental Health in Australia?

The risk that precarious employment is harmful to the health of workers is a major public health issue for the many cotnetgesuch
forms of employment are common or have been growing. In Australia, one third of the total work force in 2006 was in soré form
precarious employment, much of which involved employment on casual terms. Australia is an interesting case, since intug-clcce
system of arbitrated protections for workers and a distinctive welfare state. We expect that these protections reduceethigapbarm to
mental health arising from precarious employment. If we find evidence that Australian workers are harmed by precariousnemploy
despite these protections, this adds weight to the international concerns about the hazards of these forms of employmésingraix
waves of longitudinal survey data and dynamic ranesffects panel data regression models, this paper examines the mental health
consequences, measured by the&-health index, of employment on a casual or fitedn basis compared with permanent employntie
Gender differences are explored. Key control variables include demographic anetsonmmic characteristics, occupation, inthys tenure

with current employer, disabilities status, negative life events, and the level of social support. While the literaturststiggeprecarious
employees will have worse mental health, we find no evidence of this in the Australian data, for the workforce as a whetiudation
women are the exception.

Peter Siminski, University of Wollongong
9YLX 28YSyid 9FF¥SOGa 2F ! N¥yeé {SNBAOS IyR xSGSNIyaQ /2YLSyaliaAazyy

Exploiting the Australian National Service lotteries of 19851 estimate the effect of Army service on employment outcomeguRtion

REGIF FNBY YAfAGENE LISNBR2YYSt NBO2NRAaz (lFE NBUdZNYyas 8 mn&ws yaQ
identified by 53,000 compliers. The employment effect is confined to men who served in Vietham and is very {8ipeatenage points
(95%CI:32,-no0 AY Hnncd ¢KS STFSOG KFa SYSNHSR 3INI Rdzkff e ekt Ddseld KS
NBadzAg 6a O02ydNlrad sAGK (GK2aS T2NJGKS ! {!3X Ll2aairofe NBpeis@idiiy3a R

Guyonne Kalb, University of Melbourne
Dynamics of Household Joblessness at the Micro Level: Evidence from Australz02001

This paper investigates the persistence of living in a jobless household over time, aiming to disentangle state depeiddemaiesarved
heterogeneity. In addition, potential heterogeneity of state dependence is examined through estimation of interaction fénrtteevagged
household joblessness variable. Finally, the robustness of results is explored through the use of alternative defintioueetudld
220f SaaySaa SIOK olF&aSR 2y RAFFSNByYy(d OFENAIFofSa | @At lymdtStatdsy 2 dzl
we apply different cubff points for the proportion of time out of employment to categorise individuals into the living iblage household
category. Using the two definitions that are most different, we find that there is substantial state dependence under fiatiods which

is larger for women than for men under both definitions. That is, being in a jobless household in the previous year itteegasdmbility

of currently living in a jobless household by 7.7 to 17.2 percentage points for men and 12.7 to 25.1 percentage pointseforAltbough

state dependence clearly is an important aspect, as are a number of observed characteristics, unobserved heterogenddtys a@so p
important role for men and women: 32 to 40 per cent of the unexplained variance can be attributed to unobserved heterdgemeéy,

and for women this is 42 to 46 per cent. A few characteristics (age, disability, student status, living outside of emjoa\itig a university
degree, presence of preschool children) seem to affect the level of state dependence, with the most important factor gppeaginhe
AYRAGARdzZE £ Q& | 35S SKSNB 2f RSNJ LISNBE2Yy & OLI NIAOdzZ I NI @ eff&tywhictkK| @S
can increase state dependence by up to 50 per cent for men aged 60 to 64, the level of state dependence seems fairly hearngagst

men and amongst women.

Wednesday 6 July, 15.30L7.00 Financial Econometrics

Bruce Chen, Monash University
Nonparametric Calibration of Timearying Coefficients Realized Volatility Model

This paper investigates the nonparametric calibration of twaeying coefficients of heterogeneous autoregressive (X&) modl for
realized volatility. Employing a wild bootstrap approach, the constant coefficient HAR model is rejected against the netmipafsf@HAR
alternative. In practice, the underlying functional form for tiwmarying coefficients of HAR model are largely unknown. Thezefocal
linear nonparametric method is used to estimate the INVAR model and to construct pointwise confidence intervals. These nomgétia
estimates are then used to calibrate the parametric FAAR models, which are the linear functions of higher order polynonmigisie t. In
our future work, the validity of the calibrated parametric FMBR model will be tested against its nonparametric counterpad, the merit
of the model in terms of forecasting assessed relative to its competitors.
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Ainura Tursunalieva, Monash University
Estimation of operational risks using a sgrarametric approach

This paper employs a semiparametric framework for estimating 99.9 per cent operational risks (ORs) and expected slSmjfal® e

US businesses. The latter is a coherent risk measure, while the former is not. Since the severity loss distributiong aghtiteded, the

peaks over threshold method, which is known as POT, is used. To implement this method, we estimated the threshold payameter b
adopting the approach proposed by Huisman et al. [2001]. The Generalised Pareto Distribution (GPD) is then fitted toinitbedsght

tail. In contrast to the previous studies that estimated the population mean by the simple sample mean, this paper usesthibd m
proposed by Johansson [2003] which exploits the property of the tail index to estimate the population mean. The esti®@&paf cent

ORs and ESs of five business line and three event type losses, range from $1,388 min to $12,952 min and from $1,710, 66 rdri2
respectively.

Abhay Singh, Edith Cowan University
Extreme Market Risn Extreme Value Theory Approach

tKS LKSy2YSy2y 2F (KS 200d2NNByOS 2F NINB &Si SEGNBYS Sgmyidas
financial markets around the globe. This means there is not only a need to design proper risk modelling techniques vghetictahe
probability of risky events in normal market conditions but also a requirement for tools which can assess the probahilitiedinancial
events; like the recent Global Financial Crisis (20008). An obvious candidate, when dealing with extreme financial everdstten
quantification of extreme market risk is Extreme Value Theory (EVT). This proves to be a natural statistical modelliug tfatetévance.
Extreme Value Theory provides well established statistical models for the computation of extreme risk measures like mhieeRet\Walue

at Risk and Expected Shortfall. In this paper we apply Univariate Extreme Value Theory to model extreme market riskS¥Althe A
Ordinaries (Australian) index and the SB®O Index. We demonstrate that EVT can be successfully applied to financial manketssties

for predicting static VaR, CVaR or Expected Shortfall (ES) and expected Return Level and also daily VaR using a GARCHRdghnN
dynamic approach.

Wednesday 6 July, 15.30L7.00 Public Economics/Microeconomic Policy (Labor and Political Economy)

David Byrne, The University of Melbourne
Peer Effects in Policymaking: Evidence from Canadian Provincial Formulary Listings

This paper studies how Canadian provinces decide what prescription drugs to list on their provincial public health iptamsice., their
formularies). Using a unique panel dataset for all new drug listings from 1995 to 2007, we study peer effects in thedpfunckary

listing decisions. Accounting for unobserved common drug quality shocks and employing instrumental variables to acdowritaoeity

in listing decisions, we find evidence of strong peer effects in listing decisions, and that provinces are more likelygs fjsst prior to and

during election years. Moreover, we find peer effects in drug listings are stronger for more novel drugs. We interpegtiidsrece that,
0Se2yR aAGNIGS3AA0O YR LRETAGAOIE AyTtdzSyO0Saz 3aANBLE G§SNI dzy OnSieli | A y i
information gained from the observed listing decisions of other provinces.

Zhang Wei, Flinders University
Job Mismatches and Labour Market Outcomes:Panel Evidence on Australian University Graduates

The interpretation of graduate mismatch manifested either as overeducation or as overdidiiiains problematical. This papeses
annual panel information on both educational and skills mismatches uniquely found in the HILDA survey to analyse thehiglatiboth
mismatches with pay, job satisfaction and job mobility. We find that overeducation and overskilling are distinct phenothediéfexént
labour market outcomes and that their combination results in the most severe negative labour market outcomes. Using plaoddlowst
reduces strongly the size of many relevant coefficients, questioning previous-sgosn results and suggesting the presermfe
considerable unobserved heterogeneity which varies by gender.

Xiaodong Gong, University of Canberra
ESTIMATING NET CHILD CARE PRICE ELASTICITY OF PARTNERED WOMEN WITH PRESCHOOL CHILDREN USING DISCRE
LABOUR SUPPCMILD CARE MODEL

The purposes of paper are twofold. First, we construct and estimate a joint discrete structural model of labour supplidaadectiemand

F2NJ LI NIYSNBR 62YSy 6A0K -QINSBRIOK22O®S OKAS NRENSZ/Y d&aR yEAL [(KISO Waady | Y
guantity constraint that the number of total child care hours (formal plus informal child care) is at least as largeaduihsupply of the

mother. Second, using simulations, we estimate the gross and net child care price elasticities for all mothers with prhitatesoand for

various demographic su@roups to shed light on labour supply behaviour and child care demand of women across income legelsi@and
economic characteristics.
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Wednesday 6 July, 15.30L7.00 Applied Macroeconomics/Macroeconometrics

Chih Chiang Wu, Yuan Ze University
The economic value of emovement between oil price and exchange rate using cepalked GARCH models

The US dollar is used as the primary currency of international crude oil trading, and thus in recent years a substastiiatejof the US
dollar results in a corresponding increase in crude oil prices. In addition, oil prices and exdctangeurns have been shawto be skewed

and leptokurtic and to exhibit an asymmetric or tail dependence structure. Therefore, this study proposes dynamicasedl@RCH
models to explore the dependence structure between the oil price and the US dollar exchange rate. More importantly,-aloassien
strategy is implemented to evaluate economic value and confirm the efficiency of the copsdal GARCH models. In terms of-ofit
sample forecasting performance, a dynamic strategy based on the GARCH model with the Frank copula exhibits larger ecefitsnic be
than static and other dynamic strategies. A more-askrse investor generates a higher fee for switching from a static syrateg dynamic
strategy based on copuldased GARCH models.

Ozer Karagedikli, Reserve Bank of New Zealand
Does the Kiwi fly when the Kangaroo jumps? The effect of Australian macroeconomic news on the New Zealand dollar

We conduct an event study that examines how the New Zealdifl (NZ/US) and the AustraliddS (AU/US) exchange rates respotudihe
release of Australian macroeconomic news including the CPI, GDP, trade balance, and monetary policy decisions. We fevertivo dif
measures of the unanticipated component of the news announcements. First, we use the difference between the actual vedataf t

and a survey of market participants' expectations of that data announcement. Second, we use the immediate response obJghe AU/
exchange rate to the news announcement. Our study has three main conclusions: 1) We show that the effects of the macromews i
country can also transmit to another country via the Hafateral exchange rate (probably in anticipation of future apir effects). 2)
Combined with results that show that the AU/US exchange rate responds by very little to New Zealand news, the resulthatigge&iw
variation in the New Zealand Australia cross rate is because both currencies respond in a similar fashion to Australiarot(iNgwn
Zealand) macroeconomic data. 3) We highlight the problems associated with the events studies in which the surprisedateel ¢aloua
market price and propose a new estimator that overcomes this problem.

Prasad Bhattacharya, Deakin University
Improving forecasting performance by window and model averaging

This study presents extensive results on the benefits of rolling window and model averaging. Building on the recent wlbrig evirdow
averaging by Pesaran et al (2010, 2009) and on exchange rate forecasting by Molodtsova and Papell (2009), we explomllvtgether
window averaging can be considered beneficial on a priori grounds. We investigate whether rolling window averaging cantiraprov
LISNF2NXYIyOS 2F Y2RSt I @SNFrIAyI:Z SalLISOAlItte gKSYy WaAYLIigb Y2F
averaging, outperforming the best window forecasts more than 50% of the time across all rolling windows. Furthermoreyiradiovg
averaging smoothes out the forecast path, improves robustness, and minimizes the pitfalls associated with potential ldtreeksa

Thursday 7 July, 09.0010.30 Macroeconomics (Labour Markets)

Alfred Haug, University of Otago
Empirical Evidence on Inflation and Unemployment in the Long Run

Abstract

{Ay0OS (KS Lzt AO0FdA2y 2F . Aff tKAfEALAQ O6mppy 0 &S Y Acgrrdl fodudfardS NE
macroeconomists and policymakers. Most of this focus has been directed at establishing whether or not a negative relatistshighe

short run and what this may imply for policy. In his Presidential Address to the AEA, Milton Friedman (1968) introduoadehteof the

Gy FddzNF £ NIdGS 2F dzySyLiz2eyvySyidzxs ¢gKAOK SR (G2 GKS @Aitigis, theK | G X
unemployment rate is independent of inflation and monetary policy. Thus, the nature of the-ghorelationship and whether omot it
represents a usable policy tragdf (for example, Lucas (1972)) has, for the most part, dominated the discussion. Howevier Niabkel
lecture, Friedman (1977) argued that, in the leng, a positive relationship may exist between these two variables, due tditftertionary

effects of the inflation tax. Moreover, he found evidence of this positive relationship in US data, observing averagéovaiuesessive
quinquennia. This longun relationship has received considerably less attention but is, arguably, at least as important.

Theoretically, the existence of a positive relationship in the long run has been suggested by a variety of modelling kartreaaeal
business cycle model with a cashadvance (CIA) constraint and employment lotteries (as in Rogerson (1988)), Cooley and (Ha@8gn
quantified this relationship, where the inflation tax induces substitution into untaxed leisure. Shi (1998) introducead@sdidint in a
monetary search model based on Shi (1997), but with labour search as in Diamond (1982), Mortensen (1982) and Pissayjdesl (1985
found that, in the longrun, two forces push the effect of money growth on unemployment in opposite directions. The firsesrchs
inducing effect: higher inflation induces buyers to search more intensively, which increases firm sales, and reduces nmeemndlbg
second is the inflation effect: higher inflation reduces the shadow value of sales, thus reducing profitability, and hincertd
employment. In the calibrated version of the model, the second effect dominates the first, leading to a positive relatlmetaldpn
inflation and unemployment. The theoretical ambiguity of the sign of the relationship has been echoed in other studiesanfde,e
Rocheteau, Rupert, and Wright (2007) study monetary search models where the sign of the slope of-tiua Bhilips curve degnds on
complementarities in the utility function: high inflation induces substitution out of @éasnsive goods, and if labour inteme goods are
complements, or leisure is a substitute, for these eadhnsive goods, then the slope of the Phillips curve will be negatizentinue next

page)
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(continued) Otherwise, the relationship will be positive. On the other hand, Kumar (2008) and Berentsen, Menzio, ancRifylargue
for an unambiguously positive theoretical relationship in the long run. In these models, higher inflation increases didaloihg money,
which leads households to economize on real balances, which reduces trade, profitability, entry, and increases unemplibgnitmen, is
the fundamental proposition that requires empirical study. This is the goal of our paper. In order to examine quartedySatete data in
the longer run for patterns, or stylized facts, between inflation and unemployment, we employ an analytic method that fioiinee
economic and statistical models as much as possible. Hence, we apphpassilter that require only the specification of thgcle length.
We use the nearly optimal barghss filter developed by Christiano and Fitzgerald (2003) and extract covasiatiomary cycle of 8 to 15
years, i.e., cycles in the medium run below the business cycle frequency. Their filter is optimal in-squer@derror senseand in addition
leads to a filtered series without missing filtered observations at the beginning and end of the sample. Next, we studyg dyossn
correlations of inflation with unemployment in order to establish whether or not there is a tdflen the medium run. Our ecmmetric
methodology is in the spirit of Lucas (1980), Backus and Kehoe (1992), King and Watson (1997) and Muller and Watsoho(2868), w
methods in the frequency domain to extract movements in data at a specific frequency. It is also in the spirit of Fri@#ans{tg data
averages, and Friedman and Schwartz (1963, 1982) using phase averages because -flesddiftdr is a moving average in thendéi
domain with optimal weights chosen in the frequency domain. First, we apply thdrémuencybased tests for unit roots, recelyt
proposed by Muller and Watson (2008). This allows us to specify the time series process as a unit root or as a covinRace [FiBcess
for the filtering, and also to assess the persistence of shocks for each variable, which makes it meaningful to talkoagesntian Phillips
curve. Second, we apply baipdss filters in order to isolate the components of inflation and unemployment with frequencies thar the
business cycle. We apply the bapdss filter of Christiano and Fitzgerald (2003), guided by the outcome of the MV#ion tests as to
whether or not the time series involve a unit root. However, we consider both scenarios, an 1(0) and an I(1) specificatitan,to see
whether our filtering results are sensitive to whether or not variables follow a unit root process. As a further checko appbl the band
pass filter of Baxter and King (1999). Third, we compute dynamic-coosdations for the lowfrequency filtered components dhflation
and unemployment in order to uncover stylized facts. Fourth and last, we apply tests for structural stability of the skeiattonong the
filtered components, using structural change tests.

Norikazu Tawara, Kanto gakuen University
The Ins and Outs of Unemployment in Japan

This paper estimates and documents the job finding and the employment exit probabilities in the Japanese labor markételperigd
2002 to 2010 for various demographic groups by using quarterly data of thetghortunemployment, publicly available from JafsLabor
Force Survey since 2002 and the method popularized by Robert Shimer. Then, we compute the contributions of these floitigsdbabi
the overall fluctuations of unemployment. Among our findings are: The two flow probabilities are much smaller in Japdmoghan the
U.S.; and the two flow probabilities are larger for younger and female workers than the prime age and male workers. Tétenatetbe
CobbDouglas matching function using the estimated job finding probabilities. The standard search and matching model of Martdnse
Pissarides type, calibrated to data of the Japanese labor market {2002), can explain only a small part of the fluctuatiomsthe
estimated job finding probability under a set of parameter values often used in the literature. Our sensitivity analysgtssiingd small
levels of the job finding and employment exit probabilities in Japan can contribute to some extent the smaller fluctuattien®b finding
probability than in the U.S.

Keisuke Kawata, Osaka university
Changing Workers' Types and Inefficient Decisions ita}dbb Transitions.

This paper explores an ghe-job search model that includes wage bargaining and-fironker mismatch. It considers two typesfofns and
workers defined according to their fit to a particular firm type. While the firm type is fixed throughout its life, the mtgges changes in
accordance with a stochastic process. This paper shows, although the workers' decision regarthAghadibansitions is privie efficient,
the level of jobto-job transitions in market equilibrium may be social inefficient due to hold up problem.

Thursday 7 July, 09.0010.30 Microeconomics/Game Theory

Michael Rapp, University of Wisconsin, Madison
Observational Learning and Position Uncertainty

Observational learning is typically examined when agents have precise informationtabmygosition in the sequence of playe present
a model in which agents are uncertain about their positions. Agents are allowed to have arbitiameexeliefs about their pgitions: they
may observe their position perfectly, imperfectly, or not at all. Agents sample the decisions of past individuals andarpdeate signal
about the state of the world. We show that social learning is robust to position uncertainty. Under any sampling rulegatistgtionarity
assumption, learning is complete if signal strength is unbounded. In cases with bounded signal strength, we show thatlgeatshat
we define as constrained efficient learning: all individuals do at least as well as the most informed agent would diioim. isola
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Markus Schaffner, QUT
Expectation Formation and RiSlaking under Uncertainty: Evidence from Car Race Experiments

How do people form expectations about the outcome of an uncertain process, and how does this relate to their actual cipefoeerial
results have established that people do not exhibit risk neutrality when making choices about uncertain outcomes. Whahasvnas
whether people's actual expectations are correct or whether their individual proclivitiesaivisision, optimism, savouringjrdctly affect
their expectations. We thus wish to examine how people actually form expectations, how those expectations change as amfatsnt
and how important those conscious expectations are in determiningtaisikkg behavior. This study exploits a novel experimedésign to
assess expectation formation during the unfolding of an uncertain event whose outcome matters. Participants were confittingd w
animated car race games, where their payoff was linked to the outcome of one particular car. In each game, a participamivetios
divide a fixed amount of moneyearned previously in a real effort tasknto a wagered amount and an invested amount, wheneestment
increased the chances that the participant's car would win. Each race lasted for ten laps and consisted of five caresichtativhich ran
according to a statistical process that consisted of a rand@ik component and an exogenous downward shifter (denoting a teargo
‘engine failure'), the latter of which was reduced in frequency for the participant's car in proportion to the invested &rRattitipants
were offered the choice to withdraw from their bet at each of three pitstops and retain a fraction of their initial betcethinty.
Participants' expectations about the likelihood of their car winning were solicited at the beginning of the race as wahl@she pitstops,
by asking them how many times out of 1000 they thought their car would win, based on its current position relative tcetteacghOne of
the six races, chosen randomly, was paid out in cash at the conclusion of the experiment. In addition to the informati@xdxiations
and risktaking provided by the race stage of the experiment, we asked participants to respond to a number of question batgendsg
their psychology and beliefs, and also collected standard demographic information. After the experiment had concludeal Sweilaled
the actual likelihood of a car winning the race from each pitstop, providing an objective picture of the future outcomst adpch we
could compare participants' expectations. In this paper, we use all of these diverse sources of data to model both exfecteton and
risktaking behavior. Preliminary results show that expectations are higher than the truth, and variant across people, ioyggheg that
the model of ‘rational expectations' is almost certainly wrong. Psychological factors, including variance captured by odsihects
individual's personal belief system are overall just as if not more predictive of expectation formation as more tradsnamic'
variables.

Shino Takayama, The University of Queensland
THREE IMPOSSIBILITY THEOREMS, TWO INDEPENDENCE AXIOMS AND ONE UNIFIED PROOF

This paper provides a unified proof of three impossibility theoressrrow's Impossibility Theorem for social welfare functpGibbard
Satterthwaite Theorem for dominant strategy implementable social choice functions and the impossibility theorem in theréterdfa
strategic candidacy- by identifying two kinds of independence of "irrelevant” alternatives. A social choice correspondesaid t® be
Independent of Infeasible Alternatives if the choice from subsets of social alternatives depends only on the preferettoe suesets. It is
Independent of Losing Alternatives if the social choice is unaected by withdrawal of alternatives that would not win. Weaslaow social
choice correspondence that is weakly Pareto, Independent of Infeasible Alternatives and Independent of Losing Alterrediiedly is
dictatorial. The three impossibility theorems follow as corollaries. Our result indicates that all these impossibilityrthetgeinderpinned
by the two kinds of independence we propose.

Thursday 7 July, 09.0010.30 Microeconomics/Industrial Organisation

Xin Meng, Southwestern U. of Finance & Economics
Exposure Problem in Multi Unit Auctions

We characterize the optimal bidding strategies of local and global bidders for two heterogenous licenses inumitmsiltiultaneous
ascending auction. The global bidders want to win both licenses to enjoy synergies; therefore, they bid more than thaelostandluation
of a license. This exposes them to the risk of losing money. We determine the optimal bidding strategies in the presereg@aduase
problem. We show that global bidders may accept a loss even when they win all licenses. Later, we show thatwfthdhaidal' rule is
introduced to the auction, the exposuproblem disappears, and the simulation results show that revenue will be higher.

Sriram Shankar, University of Western Sydney
Firm Behaviour Under Uncertainty: A Simple Parametric Model

In this paper we model production technology in a statmtingent framework. We assume that firms maximize ex ante their peafsy

function subject to stochastic technology constraint; in other words they are assumed to act rationally. Consequentlynanparsi
LI N YSGNRO Y2RSt Aa RS@St2LISR (2 RSEAONROS NIXdA2ylf LINRPRJzOSNEQ
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Keizo Mizuno, Kwansei Gakuin University
Strategic Location Choice and Network Formation for Entry

This paper examines the case in which an entrant has two beneficial strategies for its own; the collaboration with incambtdation
choice. In particular, we analyze the effect of allowing the entrant to have an opportunity to collaborate with incumbetgsiaration
choice.

It is not rare that entrants use a strategic tool of collaboration with incumbents. For example, when an entrant has disribadion
channel or an excellent technology for production of an input that is used to produce a final good, the entrant may #alsdyat® with
incumbents in the final good market by sharing its knowledge with the incumbent. In fact, Samsung has collaborated witheS8ahy
entered the LCD market. It has also collaborated with Seagate to enter thedigkrdnarket. Furthermore, facilitating an entitén
collaboration with incumbents seem to be justified by the improvement of information technology such as the prevaleneznet loit
cloudcomputing system. This is because Internet increases the frequency of contacts, and theatquding system induces tt@®mmon
use of network system among firms. To understand the issue discussed in this paper, consider a simple linear modeltaf parthart
differentiation with a uniform distribution of consumers. Suppose two retail shops are already located at the two extresnd atide city.
The shops have the same retail technology, compete in prices, and obtain some positive profits. Now, an outsider hascpgtaa shop
in the city. Then, the two incumbent retail shops can collaborate with each other in order to deter its entry. If thepretdlabith each
other, they can lower their resale cost by sharing some facilities such as production plants/storehouses or distributets chnwever,
we also assume that once the outsider opens a shop, it is allowed to collaborate with the incumbent retail shops. Inasechviaece
would the outsider like to be located in the city? Is it easy for the outsider to open its shop in the city? Using thedssattitag of a
Hotelling model, we propose a curious answer to these questions. Our answer is: Once the outsider enters the markenoit aloey's
locate at the center of the line (or it does not always maximally horizondifligrentiate its goods from those of the incumius). That is, its
location is distorted towards the location of one of the two incumbents. Moreover, the collaboration between the two inctstdesduce
their production cost cannot always deter entry. In fact, the outsider can be welcomed to the market, even when therareaittged
entry barrier established by the collaboration between the incumbents. Let us restate the answer in detail. In our modefinevea
collaboration of firms by a pairwise link between firms with mutual consent. We first show that when an entrant is alldaed #olink and
the link formation requires mutual consent, the entrant has an incentive to distort its location in order to form a linkasfihof the
incumbents. Second, we show that the existing link formed by incumbents cannot be a device to deter entry, especiallyewhen th
incremental change of coseducing effect generated by forming a link scarcely depends on the number of links. These tw® aesult
produced by two driving forces: The castucing effect, which is a direct effect generated by the network formation, and thee p
competition effect, which is a mixed effect generated by the network formation and the entrant's location choice. Suppodeantries
to form a link with an incumbent. The cesiducing effect works positively not only for the entrant but also the incumbentchvimplies
that competition in the product market becomes fiercer with the link than without it. As is easily perceived, the entraattsl choice can
also affect the fierceness of product market competition. In other words, the entrant's location choice affects the relatiiéude
between the costreducing effect and the priceompetition effect, which in turn determines the success probability in formiligkaHence,
the entrant has an incentive to distort its location in order to obtain the incumbent's agreement to form the link. Wepkilhehe details
of the mechanism in the following analysis.

Thursday 7 July, 09.0010.30 Health Economics/Public Health Policy

Risti Permani, School of Economics
Revisiting the Link between Maternal Employment and Sehgeld Children Health Status in Developing

The present study is interested in the link between maternal employment and child health status. Using data from Indonssem, i
Y2GKSNRE NRA] | OSNAS YSIadaNBazr K2dzaSK2f RQ&a LI &l 7T 22 RastngfRal RNR d
RA&LFAGSNE SELISNASYOS (12 AyaldNHzySyd SyR23Sy2dza YI GSNYI fonStaeki 28 Y
and Yogo (2002) suggest that they are strong instruments. Moreover, the Hausman test suggests that the IV method isemecktprife

Ordinary Least Squares (OLS) method Yet, estimates across differing specifications consistently suggest insignificahtreffectal

SYLX 28YS8Syio 126SOSNE Y20KSNRa SRdzOF A2y |yR KSNJ KSIFfdKunthy2 gt ¢
LINPINI Y&as alyAldlrdAaz2ys aLRNIa FyR KSIEGK FIOAfAGASE sieBrolgsdii & A

FlLYAfte O2YLI NBR (2 a0OKz22fas Ay LI NIAOdzZ I NI 6KS NEf S beifequliy in K S N
OKAftRQa ¢6StftoSAay3 csuzss,y AY dzNBlFYy FyR NHz2NI £ | NBI & o ,tutsideNopR v 2
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Julie Moschion, MIAESR
¢KS LYLIOG 2F CSNIAftAGE 2y a2iKSNRBRQ [F062dzNJ { dzZLJLX & Ay ! dzAGNI £ AL

5805t 2LISR O02dzy i NASEa SELISNASYOSR I RNIYIFGAO AyONBLI &S Athelabary Sy Q:
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decreased from 91% to 83% during the same time period (OECD data). Although the gap between men and women has declinad women
still more often out of the labour force and their labour supply behaviour remains negatively correlated with the numbauamaf their

children (Chapman et al., 2001).

This paper addresses the question of whether having more children leads some mothers to exit the labour market, i.etilitydsafer a
ySaAFGABS AYLI OGO 2y Y2UKSNBQ fF062dz2NJ F2NOS LI NI AOALI A 2hé saing | dz3
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Hielke Buddelmeyer, The University of Melbourne
tFNBYyGiaQ LISNOSLIIiAZ2Y 2F (KSANI OKAf RNByUua ¢SAIKi

adzOK KlFa 0SSy alAR Ay GKS YSRAIF FyYR YSRAOFT f AGSNI (pdeNsS alrhost2 dzi
every rich nation has seen a steady increase in obesity rates, especially in the latter decades. The writing and mediange¢ @larming

gKSY (KS LRLAIIGA2y O2yaARSNBR A& ! dzaAGNI Al QA &2 dzi Keblucinglabesiy K I
in children will only be effective if parents and the medical professionals are on the same wavelength. Using LSACchie RINBB Y Q& 6 S
FYR GKSANI LI NByiaQ LISNDODSLIiAzyd 2SS FAYR GKSNB Aa | f I fidd& ofRAaON
children according to BMbr-ageby-3 Sy RSNJ (ot Sa o0& (GKS 22NIR | SFHfGK hNBI yAage (A2
/I 2YGNRE 0/5/ 0 ¢KS LINAYINE AY 2F GKA& LI LISNI Aa (2 (sKRLSECABDKE &
we investigate if any discrepancy is more likely when the children are young and if parents persistently disagree oviér teéMHO/CD,

or not. If time permits, we will develop statistical models to try and uncover the socioeconomic correlates that predicenmgaeents are

in disagreement with the WHO/CDC classification.

Thursday 7 July, 09.0010.30 Applied Economics/Econometrics (Model Choice and Selection)

Jordi Mckenzie, University of Sydney
Cheap Tuesdays and the Demand for Cinema

Many movie markets are characterised by extensive uniform pricing practices, hampering the ability to estimate pricgeslastitgmand.
Australia presents a rare exception, with most cinemas offering cheap Tuesday ticket prices. We exploit this featureate astandom
coefficients discrete choice model of demand for the Sydney region in 2007. We harness an extensive set of film, cinéma; and
dependent characteristics to build a rich demand system. Our results are consistent with a market expansion effect fromatiteeqb
discounted Tuesday tickets, and suggest that cinemas could profit from price dispersion by discounts based on obsemaetbtéstibar

Fedor Iskhakov, University of Technology Sydney
Extending endogenous grid method for solving disciartinuous sequential decision problems

104N OO ¢KA& LI LISNI SEGSYRE /FNNRffUE oo/ I NNRffHnncé migtos YSi
LINPE6f Syaées 902y 2 Y3r0PendodeiiolsSgNdmethod doo modelsmiith simultaneous discrete and continuous chaice. W
propose a solution algorithm which both avoids costly réintling operations with respect to continuous decision variable agmlaces
optimisation across discrete decisions with more efficient calculation of the upper envelope of a finite set of functilikes.ptévious
literature we formulate the algorithm relying as little as possible on a particular model specification, and preciselytiiefoiass of
dynamic stochastic optimal control problems it can be applied to. We illustrate our algorithm using discrete labour sugglyvitio

savings and borrowing constraint, and show that in comparison to the traditional brute force approach the proposed methadeast an

order of magnitude faster to deliver the same precision. The code is provided.

Igbal Syed, University of New South Wales
Consistency of Hedonic Price Indexes with Unobserved Characteristics

Hedonic regressions are prone to omitted variable bias because many of the price determining characteristics are typicatyedn The
estimation of price relatives for new and disappearing goods using hedonic imputation methods involves taking ratiosedbhiorhodels
corresponding to two consecutive periods. This may lead to a situation where the omitted variable bias in one of the tegdessons
offsets the other. This study finds that the single imputation hedonic method estimates inconsistent price relatives,helitailtle
imputation method may produce consistent price relatives depending on the behavior of unobserved characteristics in thesasompa
periods. The study outlines a methodology to estimate the magnitude of bias in single and double imputation price rélaikesults of
this study have implications with regard to the construction of quality adjusted indexes.

Thursday 7 July, 09.0010.30 Time Series Econometrics (Testing)

Shuping Shi, The Australian National University
Specification Sensitivities in Righailed Unit Root Testing for Financial Bubbles

Righttailed unit root tests have proved promising for detecting exuberance in economic and financial activities. i#itetetests, the

limit theory and test performance are sensitive to the null hypothesis and the model specification used in parameter@stifhéipaper

aims to provide some empirical guidelines for the practical implementation of-tégled unit root tests, focusing on the sDF test of
Phillips, Wu and Yu (2011), which implements a rtghed ADF test repeatedly on a sequence of forward sample recursionsniyze

and compare the limit theory of the sup ADF test under different hypotheses and model specifications. The size and p@nerspodphe

test under various scenarios are examined in simulations and some recommendations for empirical practice are given. éal empiri
application to Nasdaq data reveals the practical importance of model specification on test outcomes.
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Sai Man Simon Kwok, Cornell University
Testing Granger Causality in Continudime Models

Testing for Granger causality has been mostly limited to discrete time vieatiati 2 NSINBaaAB3S o0x! wo Y2RSt A
Although nonparametric Granger causality was considered (e.g. Hiemstra and Jones, 1994) to weaken the effect of paramedtric mo
assumptions on the conclusion, the discrete nature of the time series input may distort the test result and lead to Spraiges causality

if the data generating process is in continuous time. To this end, Comte and Renault (1996) proposed a continuous tiné theadtig

crete ARMA model as a parametric platform to test causality, while Florens and Fougere (1996) discussed formal chamastefrizati
Granger norcausality for more general classes of continuous time models. However, Granger causality test in continuous sonfahas
remained a theoretical interest and no praeal statistical test has been considered even in a parametric setup. In this, papgoduce a
nonparametric crossorrelation test for a bivariate system of stationary continuous time gurep stochastic processes and diss the
asymptotic properties of the test statistic.

Laurent Callot, Aarhus University
HYPOTHESIS TESTING IN PANELS OF COINTEGRATED VAR

The main purpose of this paper is to propose an estimator atedtefor a common cointegration space (CCS) for Panels of Gaited VAR
(PCVAR). It also proposes testing procedures for linear restrictions on the cointegration vectors of the panel. Asyndptmtipirazal
(bootstrap) distributions are derived. The issue of identification of the parameters in the cointegration vectors is disEusdmite sample
properties of the tests are investigated by means of Monte Carlo study. An application to modelling exchange rate exeraplifycability
of these tests. Much research has been aimed at testing for cointegration, and the cointegration rank in panels (Wegterkagesaon
(2007) Pedroni (2004), Callot (2010)). Very little attention has been devoted to testing whether the cointegration vectora@geneous
across units. Westerlund and Hess (2011) is an example of recent work in that domain, focusing on single cointegrationTreati
hypothesis of homogeneity of the parameters is itself of ingat: it conditions the relevance of pooling the data and revessdifferences
in the dynamics of the units under scrutiny. One of the strength of the Cointegrated VAR (CVAR) model is the wide rpogjieesfshihat
can be tested in the forms of parameter restrictions. Johansen (1995) shows that in the likelihood framework linearorestiécti be
tested by likelihood ratio tests. Furthermore the is a very flexible framework to work on multivariate systems, thoughpatéhef an
heavy parametrization. This makes the CVAR a good model to test whether theoretical predictions are supported by thertiaeor
where they fail to represent reaborld observations. In this paper the CCS hypothesis will be tested as a linear restrictidwve on
cointegration space of each unit of the panel. This framework can easily be used to test other types of linear restnidtiercomtegration
space. This will also be discussed in this paper. Two important difficulties arise when working with panels. (1) Pantis wheteer of N
is small relative to T can be estimated as a single model. However the number of parameters in in such a model gronsbuaditathe
number of individuals. This is often referred to as the curse of dimensionality. In order to estimates panels with lady& Nrenhas to
control the number of parameters. (2) Many economical series exhibit common patterns across individuals. When ignoretbite iivey
of the panel, this common patterns translate in cross section dependence of the residuals, leading to biased infererae(Z&&rfor
single equation models and Dees et al. (2005) for VAR propose a method to overcome the curse of dimensionality and saetgiarros
dependence in order to obtain residuals uncorrelated through space and time. This method is based on the use of weightedtiors
averages of the data to construct proxy for the unobserved common factors responsible for cross section dependence. €Caddcam
(2009) shows that this proxying is robust to an unknown number of unobserved common factors, unit roots in the commorarfdctors
mild degree of heterogeneity in the parameters. Gredenhoff and Jacobson (2001) showwthlaep based on the asymptotic distition of
the test statistic are severely distorted in finite samples. The empirical rate of type 1 errors can be much highernbamas rate. They
also show that using bootstrap basedsglues greatly improves inference, bringing the sizes of the tests closer from theinaloralues.
Cavaliere et al. (2010) provide algorithm to bootstrap test for linear restrictions in the CVAR framework, and Calle¢@adapeir rank
test to the panel case. To obtain better finite sample properties the tests discussed in this paper will use the boatstistpaBalgorithm
and proofs of consistency of bootstrap procedures will be established. Unrestricted estimates of the cointegration myit@xieméfied.
When the rank of the system is greater than one, restrictions must be imposed on the parameters in order to obtain daddgstéEm. |
will derive the conditions for identification in the panel, allowing the computation of standard errors on the parametkescointegration
space. In the rest of the paper | introduce the PCVAR model and show how it can be transformed in a set of independeat inddsls. |
then introduce the CCS estimator and the associated test. Other inference procedures are then discussed. The finite Sampeqges of
these procedures are investigated by Monte Carlo study. An empirical application on exchange rates is presented to shintidleuse
of these procedures.
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Thursday 7 July, 09.0010.30 Financial Econometrics

Haotian Chen, Monash University
A Densitybased Approach to Hypothesis Testing via Variance Ratios

The variance ratio (VR) test was proposed by Lo and MacKinlay (1988, 1989). This test is often used to test for the thmypotivesis
(RWH) for time series of financial asset prices. Despite its popularity in testing for RWH in empirical studies, th@odistiitine VR
statistic under the null hypothesis (random walk) often involves a certain degree of approximation. Therefore, the s&¢esf it not
accurate, and the power of the test is not reasonable enough. In this paper, we use the multiple testing procedure piesKirigdZhang
and Akram (2010) to derive the density of the VR statistic under the null hypothesis through bootstrapping. The null lyjigathiested
when the VR statistic falls in the ledensity region according to the estimated density.

Using the multivariate kernel density estimator proposed by Zhang, King and Hyndman (2006), we derive the critical valleneity of
the VR statistic Monte Carlo simulations, where the critical value charaterises thdelasity region. In order to evaluate the@ze and
power- performances of the proposed VR test, we employ three models to generate data: (i) the basic random walk model with iid
increment; (ii) the firstorder autoregressive model; and (iii) the long memory model. The proposed ddrasigd VR test is cqrared with
the simple multiple VR test of Chow and Denning (1993), the ptraasformed VR test of Chen and Deo (2006), and the wild bapising
VR test of Kim (2006). It is shown analytically that the proposed test displays lower size distortion and higher powsecahgpetitors. We
apply the proposed VR test to examine the market efficiency of the Australian stock market. It is found that the randpaiteslexists
in the Australian All Ordinaries index. References: Chen, W. W. and R. S. Deo (2006). The variance ratio statisticoazdasge h
Econometric Theory 22, 2a834. Chow, K. V. and K. C. Denning (1993). A simple multiple variance ratio test. Journal of EicsrEgn8s5
-401. Kim, J. H. (2006). Wild bootstrapping variance ratio tests. Economics Letters4® k38, M. L., X. Zhang, and M.akkr(2010). A
new procedure for multiple testing of econometric models. Working paper, Department of Econometrics and Business ¢aiisials,
University. Lo, A. W. and A. C., MacKinlay (1988). Stock market prices do not follow random walk: Evidence from a sfropt®spest.
Review of Financial Studies 1,-88. Lo, A. W. and A. C., MacKinlay (1989). The size and power of the variance rationiéstdarfiples: A
Monte Carlo investigation. Journal of Econometrics 40-288 Zhang, X., M. L. King, and R. J. Hyndman (2006). A Bayesaatlafppr
bandwidth selection for multivariate kernel density estimation. Computational Statistics and Data Analysis 5803009

Dinghai Xu, University of Waterloo
GMM Estimation of a Stochastic Volatility Model with Realized Volatility: A Monte Carlo Study

This paper investigates the generalized method of moments estimation procedures of a stochastic volatility model wiith velaliitiy
measures. The proposed model can not only capture theatled leverage effect but also accommodate the correlations amongdises
from the realized volatility measures with the return and latent volatility processes. General closed form moment cordéidesved to
examine the model properties and to evaluate the performance of various generalized method of moments estimation procederes u
Monte Carlo environment. An application to S\&P 500 stock index is also provided for empirical demonstration.

Cheolbeom Park, Korea University
Expected Returns, Expected Dividend Growth Rates, and thevickend Ratio: Implications of Structural Breaks

Previous studies have noted that the sharp 4um of stock prices during the 1990s resulted in a break in the mean of the-giviceend
ratio. We have extended the statgpace representation of the present value model to incorporate this break in the-gisiaterd ratio. Our
extension enables us to consider explicitly which factor, between a decrease in expected stock returns and an increestedndaxdend
growth rate, actually precipitated the break in the pridwidend ratio. Our results suggest that probably both a change inatlegage
expected returns and a shift in the average expected dividend growth rate have caused the upward shift in tibviolkécel rato.
Additionally, the estimated persistence of expected returns from our extended model is high, but lower than that from talkewitiodho-
break; this warrants reconsideration of the persistence in the expected stock returns. Variance decompositions state thaattba in
expected returns is the most important factor in understanding the variation in the iiiddend ratio and the variation in @xpected
stock returns. Finally, our extended model substantially improves stock return predictability by virtue ofsthmte relatio and the out
of-sample relation as well.
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Thursday 7 July, 09.0010.30 Financial Economics/Applied Finance

Nils de jager, Australian Government
A comparative analysis of the science and innovation profiles of OECD and selected countries

This paper focuses on the individual profiles of the science and innovation performance of countries and relates thesenstighel

context and policy challenges. Overviews of OECD accession countries (Estonia and the Russian Federation) and othentB&SICS co
(Brazil, China, India, Indonesia and South Africa) were also included in the analysis. The analysis was conductedidoruhe@2008,

although in many cases the latest available data were used (see Table 1.A1.1 in the Annex). A set of indicators arenssedttoadar

ANF LIK&Z O2YLI NARy3I SIFOK O2dzy(iNBEQa Ayy2@FiGA2y LISNF2N)YI y Odldios A i K
AYLlziayY wWDNR&aad SELISYRAGIINE 2y wg5 6D9w50 Fa& | LISNOSyltagast 2F
D5t Q wWxSyddz2NBE OFLAGEE Fa | LISNDOSydalF3IsS 2F D5t Qb Lyy 2 @Wiéntifiz y dzi
FNGAOE Sa LISNI YATTA2Y 2F (KS HiRVHdK]FSiA 2LyNE RalgQ S NIOY/SH2(4 I JiSA @aiify GO Nt 4S |
GSOKy2t23A0If AYY20FiA2yQd [AYyllF3Sa FYR ySGg2Nl1aY wWt SNOSy G
AYOSYi2NARQ wWt SNOSyGlF3S 2F DOw5s5 FAYylFyOSR o6& | oNRBIFRQ® | amdfy NB
G201t SYLXt 28YSyiQ wW{OASYyOS YR Sy3aAaAySSNAy3I RSINBSE | & tdtal LISNIE
SYLX 28YSyid Qo 9F OK NIRIFNJ INILK KAIKEAIKGE GKS NBtIFIGAGS athedlBy3d
indicators used in the radar graphs were selected on the basis of current science and innovation policy issues in OEE@ednd se
countries. They typically focus on research and innovation inputs, scientific and innovation outputs or outcomes, linéagEw/anksg

including international linkageand investment in human resources. For most countries, the standard suite of indicators id\senl data

are not available, alternative indicators are applied. Table 1.A1.1 in the Annex provides a full list and descriptiornindicabers,
methodological notes and data sources. For each indicator in the radar graph, the OECD country with the maximum valuE08 &eith

a position on the outer ring of the radar), taking into account all OECD countries with available data. The averagatésl dajdaking into

account all OECD countries with available data {@&CD countries are excluded from the average).

Ruey Yau, National Central University
CountrySpecific Idiosyncratic Risk and Global Equity Index Returns

tKS GARAZ2&@YONIGAO @2t GAtAGeE LiMZTtS¢ 02YSa FTNBY éskdnldvatfutundh O f
returns. Studies have found that the puzzle can be explained by certainsgnies properties of the firaspecific idiosyncrati risk. This
puzzle, however, does not exist in the coungyel market index data, which implies that the tiraeries properties of the caury-specific
idiosyncratic risk are different from those of the fispecific idiosyncratic risk with a country. We find that the differeraresfirst, lagged
idiosyncratic volatility is a better proxy for expected idiosyncratic risk in the colmigt data than in the firatevel data Second, unlike the
firm-specific idiosyncratic skewness, counspecific idiosyncratic skewness is not significant enough to play a role in deilegnindex
returns.

Doug McLeod, RedSky Systems Corporation
A neoclassical model of financial markets

Here heterogeneous least squares learning using-price data is substituted for fundamental analysis. Price emerges as tliigirof
interlocking expectations, and the continual revision of expectations causes price to gravitate to the efficient poioit fesplis are
derived for profits according to whether agents analyse price or data, which form the basis for further investigation etfenariomics.
Price is not a single piece of information but a vector and operates analogously to a set of genes in biology.

Thursday 7 July, 13.3015.00 Microeconomics/Game Theory

Randy Silvers, Deakin University
Risk Aversion Versus Risk Neutrality with Limited Liability in a Privdggpat Model with Moral Hazard and Project Selection

In standard principahgent models with moral hazard, the observable outcome is informative about the effort that the ager. chtues
informativeness is related to the likelihood ratio of that outcome arising from a particular level of effort versus arestieiNthen the
likelihood ratios of the outcomes are monotone, a more Riglwered incentive scheme induces the agent to exert a higher eféorl.
However, in models of project selection, if the incentive scheme is toogoglered, the agent may not exert effort but meredglect a safe

or a risky project, without exerting effort to obtain a signal about a potential risky project's quality. In order to itiduagent to exert
effort, the principal must alter the incentive scheme. Unless the effects of the agent's risk aversion are of interesmadalsyin the
literature consider the agent to be risk neutral with limited liability; this makes the model more tractable. We show ehqiatitative
conclusions in projeeselection models with moral hazard are sensitive to the assumption of the agent's preferences towarth risk
particular, if the agent is assumed to be risk averse, then this altered incentive scheme may or may not induce the agzmvist;
whereas, if the agent is assumed to be risk neutral with limited liability, then it certainly induces him to overinvest.
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Che XiaoGang, The University of Sydney
Temporary buyout option in second price Internet auctions: Theory and evidence from eBay

In this paper, we study the role of temporary buyout option in Internet auctidngueue of riskneutral bidders in turn decide whether

enter an Internet auction, and participation is a costly activity. We construct a simple model of sequential and costly@&sgyond price
auction without and with a temporary buyout option. We show that offering the buyout option has a signaling effect, whicheveal the
FANEG OARRSNDAa SyiNE AyTF2N¥YIGAZ2Y Y2NB LINBOA &St e (2 &dbddebdandzSy i
enter. As the result, under certain conditions of entry cost and distribution function, it raises the expected revenuste@owith our
Y2RSt Q4 LINBRAOGAZ2YY SYLANROIE 20aSNBIFGA2ya FTNRY S.l & agee (KI
higher revenue to the seller. Secondly, conditional on the buyout option being not exercised, there is one more entrytdrial fpidders.

Uwe Dulleck, Queensland University of Technology
The Good, the Bad and the Naive: Do Fair Prices Signal Good Experts or Do Fair Prices Induce Good Behaviour

Standard theory predicts that sellers in markets for credence goods choose tiatesign their interests with those of theaustomers if
Li2aaArofSd . ASR 2y LINBGA2dzda SELISNAYSYy(lf NB&adA (&8 ¢S Li@thsrasS |y
intentions; sophisticated owdY 2 Yy $& YIF EAYAT Ay 3 SELISNI A o60GKS €0l RE0 -rMokey mé&iming S 32
SELISNIa 6GKS ¢ylrA@Seo Flrit @GAOGAY G2 I+ LINR2SOlA2Y infoimatorbabduty (i K ¢
GKS aSttSNRna GelLlSe 28 RSNAGPS &aSOSNIt (SadlotS AYLI A Qledionanda |y
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fair prices, and not that fair prices induce good behavior. We discuss policy implications.

Thursday 7 July, 13.3015.00 Time Series Econometrics

Jose Da Fonseca, Auckland University of Technology
Wishart Affine Stochastic Correlation and realized (co)variances: an ordinary least squares estimation approach

This paper investigates the estimation of the Wishart Affine Stochastic Correfatidal proposed in Da Fonseca et al. (200&hjch is a
multi-asset stochastic volatility model extending the well known Heston model (1993). This model is based on the Wishart process
introduced in nance in Gourieroux and Sufana (2010) which extends the classical affine framework of Duffie and Kan ti®g@)ritrof
Gourieroux et al. (2009) we use a twtep procedure to estimate the WASC model. More precisely, using high frequency dattvety ac
traded stocks we compute realized (co)variances that are used to estimate the Wishart process. The first step involtiesatitnesf the
drift of the diffusion whereas thanks to the affine property of the model the volatility of the diffusion is estimatedthsisguare of the
process. Most importantly, the estimation procedure only involves simple optimization algorithms (simple ordinary leassggaado
not depend on a starting point. This aspect is of interest because as the size of the model increases the number of patateter
estimated increases therefore it is essential to keep the optimization problem as simple as possible. Using a samptels 1852004
2007 we estimate the WASC model. We find results qualitatively similar to those obtained on daily data in Da Fonseba7).al.t
dynamics of the covariance matrix exhibits a mean reverting behavior. The dynamics of each volatility process is sirpégutioed
square root process. When the model parameters are conveniently aggregated we can roughly map the volatility dynamisguar® a
root process, this confirms the interpretation developed in Da Fonseca et al. (2007a) and Da Fonseca and Grassellrt(2&rh@)ré;uve
can compare estimated values obtained using high frequency data for the stocks, daily data for the stocks as in Da RAN&9&¥ aj and
derivative products as in Da Fonseca and Grasselli (2010). It raises the problem on how to use high frequency datadrpioder t
structured products when derivatives are not available to calibrate the model. Taking advantage of our large sample siireatethe
model using a sliding window and analyze how the recent financial crisis affects the stability of the estimated parameters.

Gustavo Dias, Queen Mary University of London
Forecasting Medium and Large Datasets with Vector Autoregressive Moving Average (VARMA) models

We address the issue of forecasting key macroeconomics variailey medium and large datasets (from 10 to 40 variables).rAs a
alternative to the standard VAR and AR models, we propose the use of Vector Autoregressive Moving Average (VARMA) models. W
overcome the estimation issue that usually arises in high dimensional VARMA models by adopting the Iterative Least S¢@ares (I
methodology as a feasible estimation procedure. We establish consistency and the asymptotic distribution for the IOL®r estimat
considering ARMA(1,1) model. We report results from Monte Carlo simulations assessing performance and forecast accuestfrahtai

the IOLS estimator. In the former one, we show IOLS estimator is consistent and feasible for large systems and it pétéortharbe
Maximum Likelihood estimator (MLE), whereas in the latter one, we report an outstanding performance of VARMA models cortipared
VAR and AR(1) models under different sample and system size. On empirical application, we show that different specfivaiRNA

models estimated using IOLS framework provide more accurate forecasts than VAR and AR(1) models considering different mode
dimensions. We conclude that the IOLS framework allows VARMA models to become a valid and competitive alternative torgdegas
macroeconomic variables using medium and large datasets.
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Taesuk Lee, University of Auckland
Nonmonotonic Standardized Bias of Bipower Variation in Volatile and Fastidearing Stochastic Volatility Processe

In general we can do more precise inferences with additional data because consistent estimators generally have mondemézsing

bias and variance. In timgeries analysis, theoretically, we can reduce the inference error as much as needed by increagiigg sam
frequency. However, it is common in financial data analysis to choose somewhat moderate sampling frequency because #nkee is m
microstructure noise in ultra high frequency data. Without market microstructure noise, the estimation error, typicallgagiscas the
sampling frequency increases. This paper, however, present an example where this intuition is violated : the casestémalaittized bias

can increase when we choose higher frequency, even without market microstructure noise. The bipower variation has nonmonotoni
standardized bias in some stochastic volatility processes if the volatility processes have largevestng drifts as wellalarge diffusions.

In those cases, some commonly used moderate frequency data suffer from larger absolute standardized bias than other Ibigkerand
frequency data. This nonmonotonic standardized bias of bipower variation can bring a hump shape rejection probabilityfaf jiesips

based on the bipower variation. Our results are confirmed by several Monte Carlo simulations and numerical experiments.

Thursday 7 July, 13.3015.00 Public Economics/Microeconomic Policy

Guannan Luo, Northwestern University
Welfare Analysis of British Rigtat-Buy Scheme Council Housing Policy in 1980

This paper investigates the social welfare change of British-tightly scheme council housing policy in 1988elling the ouncil house to
its tenant. The council housing helps low income families with accommodation. A ebonsé sale generates a traddf betweencurrent
capital gain and future public benefit loss. On one hand, the sale collects some government revenues, reduces the haismgnedst,
and increases the buyer's utility through horm@nership. On the other hand, since council houses are becoming more diffia@place
due to limited land supply, the sale decreases current and future availablent council houses for potential tenants in gaty. The
results show that the council housing buyers are more likely to receive a temporary rather than permanent negative inatkysosthe
right-to-buy scheme actually benefits wealthier people instead of the poor who need help. Lack of resale restrictions wigsansrttive
problem. At the end of this paper, an econometric welfare reform method that evaluates the intendedaighy buyer's qualifiation is
introduced to solve the problem.

Jennifer Steele, University of Auckland
Fundraising and the tradeoff between efficiency and efficacy in NGOs

NonGovernmental Organizations (NGOs) must decide on both the extent of fundraising for future projects and the level thfegfiout
forward on current projects. In the literature fundraising is characterized as a "potential source of inefficiency" (AmasMerdier 2010)
and is determined by exogenous factors like competition in the market (Rokerman 1982, Castaneda et al. 2008). In this papavdel
an NGO's choice between fundraising level and effort level under asymmetric information. | find that asymmetric inforncatiases
fundraising levels, as fundraising acts as a signal of productivity. In line with the empirical results found in Nunnemk@miera2010, |
find that larger NGOs spend an increasing share on fundraising. In the literature efficiency is characterized as decteasgigie of
revenue spent on overhead, but | find that with respect to fundraising there may in fact be a positive relationship betfiesy end
fundraising share. This suggests that efficiency is not a good measure of the efficacy of funds, and it may be counteepdupose
restrictions on maximum shares.

Lee Yoong Hon, University of Nottingham in Malaysia
alfl&aAlQa ¢StS02YYdzyAOlFGA2ya {SOG2NY !y 9FFAOASYyO& | yR t NRRdzO

The telecommunication sector in Malaysia has grown significantly over the last few decades. Regulatory reforms and sralizatitih

have contributed to greater competition and structural reforms in this dynamic industry. As such, it is of no surprides ihauimbent
national telecommunication company, Telekom Malaysia (TM) also underwent massive changes that included changes in owdership a
business portfolios. In terms of its economic and business performance, this paper found efficiency gains and superaragestent in

GKS OlFasS 2F GKS ylriAaz2ylt -prsdiion yeafsizih ladiltiahAtReycompahyraldo yedoftlad higbroiiab
productivity and improved service quality
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Thursday 7 July, 13.3015.00 Applied Economics/Econometrics (Distribution and Productivity)

Gholamreza Hajargasht, Melbourne University
GMM Estimation of Income Distributions from Aggregate Data

Estimation of income distributions is critical for monitoring inequality and poverty at both national and international &twelies which
attempt to estimate the global income distribution talking into account both witduntry and betweercountry inequality typially utilize

data provided in aggregated form by either the World Institute for Development Economics Research (WIDER) or the W@kEBank.
example, Milanovic (2002) and Chotikapanich et al. (2011). Using a methndments estimator, Chotikapanich et al estimate a 3
parameter beta distribution (B2 distribution) for each of 91 countries and combine them via a popudatighted mixture to obdin global

income distributions for the years 1993 and 20@Gilven aggregate data grouped into classes, with class sample proportiontaasdnean
incomes , the estimation problem is to estimate the parameters of an income distribution , as well as the class limitarnt Relaent
conditions for this estimation problem are and with and . The value of varies, but is usually 10 for the WIDER data 20daupte World

Bank data. While the methedf-moments methodology employed by Chotikapanich et al was a successfulfittingeexercise, it s not a
complete procedure for inference. It did not use the optimal weight matrix that leads to an efficient GMM estimator, Hrelabsence of

an estimator covariance matrix, no standard errors were provided. These deficiencies are remedied in the current pameantesthef the

more general 4arameter generalized beta 2 distribution (GB2 distribution) where and is the beta function. We derive thel dphitivl

weight matrix and the derivatives necessary to compute the covariance matrix of the GMM estimator. Expressions are ¢fiver for
important special cases: the Dagum , SiMguddala , and B2 distributions. The methodology is applied to a sample of 12 csurtrie
addition to the parameter estimates and their standard errors, we report estimates and standard errors for the Gini arideghality

indices, and confidence bounds on the estimated density and distribution functions. A regional income distribution, defingidtare of

the countrylevel GB2 distributions and its confidence bounds are also provided. Regional Gini and Theil inequality measilmeis and
a0FyYyRFNR SNNENE |NB NBLRNISR® /K2GAT1FHLI yAOKSE 5d3 2 distribution®Dddd ¥ F A
Inequality, 1993 and 2000: Incorporating Coudtns @St Ly Sljdzr f Alieé a2RStf SR gAGK . Sfstics, A & ( NJ
LINBaad aAfly2@0A0T . & O6HANHOI G¢NHzS 22NIR LyO2YS 54 a&i Ndked dzii 2 KB
Economic Journal, 112, 8P.

Jill Wright, Monash University
Measuring poverty and inequality from highly aggregated small area data: The changing fortunes of Latrobe Valley households

The Latrobe Valley is the main power generation region in the state of Victoria. The privatisation of the electricity imduskr occurred
LINEINBaaArAgSte TNBY (GKS 1 dS mpynQa G2 GKS YAR wmddn OspaperfaimRat I Y|
investigating the change in the income level, inequality and poverty for the Latrobe Valley between 1986 and 2006.
Ideally, income distribution data for the study of income inequality and poverty should be in the form of unit record datever
Australian unit record income data is unavailable for regions whose population is below 124,000. The Latrobe Valleypulttiarpof less

than 80,000 is an example. In order to undertake a study of income in such regions, either simulated data or aggregateHtaemsist be

used, and differences in the way data was collected and processed for different census years must be reconciled. Th€ &iagofaal

Social and Economic Modelling (NATSEM) has a highly developed microsimulation program to supply simulated data foossiall regi
Australia. See for example, Miranti et al (2009). However, because the point of our study is the effect of particulad Ishali&s
influencing the Latrobe Valley economy, it is important to use data specific to the region. Even if there was a posasibifity NATSEM
microsimulation data corresponding to a-g@ar period, the assumptions required for the use of such data may not apply becauseal
events may alter the correlations between income and certain household characteristics. We use aggregated data fromufies icens
order to study the income distribution of Latrobe Valley households over-ged0 period from 1986 to 2006, covering the periofl
privatisation shocks and subsequent recovery. There are three important problems with the data that we have to addreiss. dre f
concerns the method of combining households of different composition into a single distribution. We suggest an altern#iivé ofie
combining equivalised household incomes in a region to obtain a reasonably detailed single distribution for all houséeldgion. The
second issue concerns the high income tail of the distributions. The amount of information collected in the high incdiffersararkedly
between censuses. The highest household income class is areoped interval whose lower bound varies by a factor of more tiwamin

real terms. This issue is an important one. When the epeded class begins at a low income level, in some cases as muchcighedo
nonmetropolitan distribution can be in the highest class. However, in 1991 and 2006, only approximately 0.3 and 0.6%efesyfettte
distribution is in the highest class. We assume that the shape of the high income tail does not change over adjacer¢asraus ynpute

the shape of the tails for those years where we have less information using those for 1991 and 2006. The final isste tledatast that
household census data is derived from categorical individual income data. The particular choices of household and indivicialasses

and the mapping between them will in general lead to some distortion in the household income distribution. We make sotneeatljios
minimise this distortion. We also analyse the income distributions for different family types. For comparison, the aredyssovdone
relative to another regional centre with similar characteristics (Ballarat), and tenmetropolitan Victoria as a whole. We irthat income

levels in the Latrobe Valley initially dropped from levels close to those in Melbourne, to levels well below other nontitatitcreas. By
2006, they had partially recovered, reaching the level of other nonmetropolitan centres. However, the lower quintiles infotine
distribution have continued substantially below the rest of the state. In particular, one parent families, which did refnstie relative
wealth of the Latrobe Valley before privatisation, have continued to lag well behind other parts of the state. Corresyogigghlity
measures have risen in the Latrobe Valley relative to other locations. Miranti, R., Cassells, R., Vidyattama, Y., McBamagayJ WLy S|j d:
Ay 1dZAGNIfAFLY 52834 NBIA2Y YIGGSNKQ LI LISNI LINBaSyidisSR i, chasd asSo
June & 10.
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Amani Elnasri, University of New South Wales
Public Infrastructure and Productivity in Australia: Evidence from a Panel Cointegration Approach

This paper presents new evidence on the impact of public infrastructure on the Australian economy. The contribution péthe thaee
fold. First, it estimates measures of multifactor productivity for each of the states and territories. Second, it empoydadanset on public
infrastructure. Third, the paper applies detailed econometric investigations in an attempt to readdress the crucial ecmrglmgtromings
of earlier studies. The analysis presented here is designed to investigate two-dédelted questions. First, whether aggregdime-series
analysis is incapable of capturing infrastructure spillovers to productivity and, consequently, results in incrediblytihigbessof
infrastructure elasticity. Second, whether stagpecific characteristics exhibit a significant role in explaining effects oduptivity. To
answer the first question, the study applies tiraeries regressions on both a national and stayestate basis. Results fronhis approach
confirm the implausibly large effect of infrastructure for the whole economy and four states. To examine the second squpeth
develops a panel cointegration model which controls for state fixed effects. In sharp contrast with findings from aggregaeziés,
results from the fixed effects approach are more plausible and robust to sensitivity tests. In another piece of evidenagoesif an error
-correction model reveals that a losrgn identification and modelling of the relationship (i.e. a cointegration) reflectsrttpoitant positive
role of infrastructure on productivity. However, shettn dynamics provide no support for a positive effect which explains ednier
studies which employed differenced data found infrastructure has no discernible effect on productivity. In addition, appbuisglity test
suggests a longun unidirectional causality running from public infrastructure to productivity.

Thursday 7 July, 13.3015.00 Econometric Estimation (High Dimensional)

Kadir Atalay, UNSW
Euler Equation Estimation on Micro Data

First order conditions from the dynamic optimization problems of consumers and firms are important tools in empirical orzaroes.
Often, these equations are linearized, particularly when applied to micro data. Linearization allows the use of stand@dN\V/roethods
to deal with measurement error, which is endemic to survey data. However, it has recently been argued that the approkissatiatuced
by linearization may be worse than the problems that linearization is intended to solve. This paper explores this issumniext of
consumption Euler equations. These equations form the basis of estimates of key macroeconomic parameters: the elagécigngiaral
substitution (EIS) and relative prudence. We show that the severity of the approximation bias inducedlibgagation of anEuler
equation is strongly related to the concavity of the underlying policy rules. To do this, we (i) numerically solve artd Simiffierent life
cycle models, (ii) develop a simple nparametric statistic to summarize the effective curvature of the consumption functiprstiow that
the validity and relevance of conventional instruments depend on the degree of the effective curvature. We also highiligpbréamt
trade-off between instrument validity and relevance. Higlweder approximations minimize validity problems but exacerbate weak
instrument problems.

Douglas Hodgson, UQAM
Dimension reduction and model averaging for estimation of artists\edation profiles

In hedonic regression models of the valuation of works of art, the age at which an artist produces a particular workdioator variable

for periods in his or her artistic career, is often found to have highly significant predictive value. Most existing aesblised on
regressions that pool large groups of painters. Although it is of interest to estimate such regressions for individegharsimple sizes
are often inadequate for a model that would also inclube large number of other relevant variables. We address this problém o
inadequate degrees of freedom in individual artist regressions by using two statistical methods (model averaging andrdieciungion)

to incorporate information from a potentially large number of predictor variables, allowing us to work with relativelysamgaliés. We find
that individual agevaluation profiles can differ substantially from general pooled profiles, suggesting that methods thabereesponsive

to the unique features of individual artists may provide better predictions of art valuations at auction.

Rachida Ouysse, Australian School of Business
Ecient estimation of high dimensional factor models under cross sectional dependence

Efficient estimation of factor models is attracting considerable attention because recent empirical evidence suggestanidteseate
adversely affected by the inability to account for the cross sectional dynab@its$X {t}$ be a $Ndimensional vector of statnary
variables observed at time $t=1,\cdots,T$ such that $X_{t}=\Lambda F_{t}+\epsilon_{t}$, where the common factors $F _#ih and
loadings $\Lambda$ are unobserved. A factor structure is approximate when the idiosyncratic errors $\epsilon_{t}$ areenedkigd
across the variables. Principal components analysis (PCA) provides consistent estimation of the factor structure amy efficiba
achieved using robust econometric tools such as generalized PCA and quasi maximum likelihood. However when $N>T$, the samp
covariance matrix is singular and accounting for cisEsgional dynamics is challenging without imposing a structure on thgsandics.
Instead we use the approximate structure assumption of bounded $\frac{1I{N}sum_{i=1}"NN\sum_{j=1}{N} E(\epsilon_{o\&ft}i|$,

as a constraint in the PCA framework. Our penalized PCA can be interpreted as a shrinkage regression where the offali@ytaalf¢he
covariance matrix are shrunk towards zero as $N$ grows large. We show that our estimators are consistent and more leffiEle. t
Furthermore, simulation experiments show that our approach compares well with other alternatives that make use of a knanemaov
structure.
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Thursday 7 July, 13.3015.00 Financial Economics/Applied Finance

Takeshi Yamada, The University of Adelaide
The Real Effects of State Owned Bank Loans: Evidence from Japan during a Crisis

This paper investigates the effect of lending by state owned banks on employment, real investment and investment in dissmtsiéor

publicly traded industrial firms in Japan, focusing on differences between the Japanese crisis in early 1990scHsid pefods. In contrast
to prior literature, we identify a potential beneficial effect of lending by state owned banks on employment during thelbesincremental
effect of state owned bank lending during the crisis is highest for high distress risk firms. While we find that lentkbg ywrsed banks is
associated with higher real investment, we also find evidence of risk shifting in that firms receiving loans from statebamksetave

higher investment in risky financial assets as well.

Susan Thorp, University of Technology, Sydney
Financial competence, risk presentation and retirement portfolio preferences

We investigate risk presentations in retirement savings decisions using a discrete choice experiment where subjects theasea mnk
account, a growth account and a 50:50 account. Using nine standard formats for investment risk, we analyze responges se @sid to
format changes. Switching between formats changes individuals' investment decisions, given constant risk and returnm@timigeder
graphical and textual presentations contrast markedly, as do choices based on formats that emphasize event frequenctbamattern
ranges or values at risk. Less numerate individuals tend to be more susceptible to format changes, buhaigheerage persoal financial
competence does not eliminate presentation effects. Respondents with weak basic financial literacy are less sensitivge®irchan
underlying risk, regardless of presentation format. Variations in demographics and expectations can impact account dbeliditigsat
least as much as variation in the risk/return tradff. Policymakers and industry need to coordinate over financial produstldsures and
initiatives for improving financial competence.

Robert Powell, Edith Cowan University
Bank Risk: Does Size Matter?

The size of banks is examined as a determinant of bank risk. A wide range of banks are examined across four regiogsiustcal@in
Canada, Europe and the USA. Four risk metrics are considered including Value at Risk (VaR), Conditional Value awRisk (G&&Rres

risk beyond VaR), Probability of Default (PD) using Merton structural methodology, and Conditional Probability of DEaIK(SP I dzi K 2 N
own model which measures risk based on extreme asset value fluctuations). Daily equity and asset value fluctuationsledeniriblel

analysis over a 10 year time frame, including-@€C and GFC periods. In addition to examining size in isolation as a det¢mifibank

risk, the paper uses fixed effects panel data regression to examine the significance of size as a risk determinanttiomcovifhree range of

other independent variables. The study finds mixed results among the four regions with no conclusive evidence of sigsficiatiopn

between size and riskVe are thankful to the Australian Research Council and Edith Cowan University for funding support.

Thursday 7 July, 13.3015.00 Macroeconometrics of Recurrent Events

Domenico Giannone, Université Libre de Bruxelles
Prior Selection for Vector Autoregressions

Vector autoregressions (VARS) are flexible time series models that can capture complex dynamic interrelationships amengnora@o
variables. Their generality, however, comes at the cost of being very densely parameterized. As a result, the estimARsteofly to
deliver good irsample fit, but unstable inference and inaccurate -ofisample forecasts, particularly when the model incluageany
variables. A potential solution to this problem is combining the richly parameterized unrestricted model with parsimombosisvghich
help controlling estimation uncertainty. Unfortunately, however, the issue of how to optimally set the weight of the pativerdo the
likelihood information is largely unexplored. In this paper, we propose a simple and theoretically founded methodologyr &elgction in
Bayesian VARs (BVARs). Our recommendation is to select priors using the marginal data density (i.e. the likelihoodtagratieth over
the model parameters), which only depends on the hyperparameters that characterize the relative weight of the prior mode¢ and
information in the data. We show that the owuf-sample forecasting accuracy of our model not only is superior to that of VARSaw
priors, but is also comparable to that of factor models.

Renee Fry, Australian National University
Sign Restrictions in Structural Vector Autoregressions: A Critical Review

The paper provides a review of the estimation of structural VARs with sign restrictions. It is shown how sign restrleidne parametric
identification problem present in structural systems but leaves the model identification problem unresolved. A market ac anodel
are used to illustrate these points. Suggestions have been made on how to find a unique model. These are reviewed. A praliged
of whether one can recover the true impulse responses and what difficulties might arise when one wishes to use the irspatsegse
found with sign restrictions.
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Don Harding, LaTrobe University
Detecting and Predicting Recessions

Skill in detecting and predicting recessions is essential to the success of macroeconomic stabilization policy. Thiggimyzea deamework
for detecting recessions and shows howit can be applied to evaluate the capacity of models to forecast recessions. Thekfcamgvises
two indicator functions that define the beginning and end of recessions together with a recursive equation that generabésathie
business cycles states S{t}. By choosing the indicator function one specifies how turning points are related to measun@siof &tivity y
{t}. The user can also specify model(s) that specify the DGP of {y{t},x{t}} in terms of the history}of{i}{S{ti}}. The DGP of S{t} is then
induced from the DGP of {y{t},x{t}}. This framework is adequate for dealing with 'normal’ business cycle events, an éxfgnsided that
can deal with 'great recessions' and 'great depressions' and issues related to 'double dips'. The system described @ikt study
the US business cycle. One application looks at the capacity of an AR(1) in growth rates of GDP to correctly predéctithieeshatsiness
cycle. A second application investigates how capacity to predict S_{t} varies with the information set used in predetidrd @pplication
is to understand the correct way to predict recessions using Markov switching models and to compare the quantitative cepdrtais
correct method with the incorrect method that is currently used when Markov switching methods are used to predict recd$sdnarth
application is to evaluate what Markov switching models add to prediction over a simple AR(1) in growth rates of GDP.

Thursday 7 July, 15.3017.00 Experimental Economics

Gautam Bose, University of New South Wales
Conforming to group norms: An experimental study

We study offer behavior in an experiment based on a repeated ultimatum game in whiclplegeh in each round is simultaneously
proposer in one game and a responder in another. The structure eliminates the asymmetry between the two roles. In ourygeifee ian
perfectly fair if all players make the same offer in a given round. We observe that (i) a norm of behavior develops dungsthof the

game, and (i) players conform to the norm increasingly as successive rounds are played. Further, in one treatment wheti®imédout

average offers are disseminated regularly, convergence happens more quickly. Next, (iii) we move small numbers of plegargroeps

that develop significantly different norms, and find that these individuals readily conform to the norms of their new ghaops. this

happens more readily in the treatment where information about average offers is communicated regularly to the players clitedbat

conforming to group norms is natural behavior, and people are willing and able to adapt to new norms when they perceéheirthaers

act according to these norms, even when these new norms are widely different from those they have been used to in the past.

Jonas Fooken, Queensland University of Technology
The impact of Asian migration investigated in an experimental labor market

In this paper we investigate the interaction of Asian migrants and Australians in an experimental labour market. Foruttraengicof
homogeneous and mixed cultural groups we employ aeqgerimental questionnaire that also provides information on trustingtadts.
First results indicate that cultural differences in trust are small, both for what is reported in the questionnaire ahé ftactsions in the
experiment. This suggests that migrants differ from people in their home country and that a separate analysis of thisayidep @ better
picture than projecting characteristics of their cultural group on them. In our experimental game, Asians receive higrertheage
Australians, however, their wages are actually lower once controlling to effort levels invested. Our results hence piaviggiam about
more complex behavioural patterns that might be unobservable in aggregated data.

Lionel Page, Queensland University of Technology
Estimating Perceptions of Discrimination: Experimental Economics in Schools

2§ Ldzi F2NBEFENR | ySs SELSNAYSYy(Hlf SO02y2YA0&a RSaArAdy sAlGKnx2ySi
grNASGe 2F O2ydSEGae 28 FLWXe GKS RSardy (2 SadAYl S eidnda®Sy (4
own performance on a written verbal test, either when assessed non anonymously by their teacher, in a random half o$rbmdasr

when assessed anonymously by an external examiner. 1,200 British students in grade 8 classrooms across 29 schoold-eatepart.
students invested more when assessed by a male teacher, and male students invested less when assessed by a femaleetesthgiy In
FSYIHES a0dRSYy(iaQ LISNODSLIIA2ya INB y20 Ay tAYS gAl0K Ihe ovdzigéndeRA & ON
Ethnicity and socioeconomic status did not play a role and do not explain the gender effect.
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Thursday 7 July, 15.3017.00 Macroeconomics (Fiscal Policy and Interest Rate)

Guglielmo Maria Caporale, Brunel University
INFLATION AND INFLATION UNCERTAINTY IN THE EURO AREA

This paper estimates a timearying ARGARCH model of inflation producing measures of inflation uncertainty for the euro arda, a
investigates their linkages in a VAR framework, also allowing for the possible impact of the policy regime change as#ibcihtedtart of
EMU in 1999. The main findings are as follows. Sts#atg inflation and inflation uncertainty have declined steadily sinceiniception of
EMU, whilst shorrun uncertainty has increased, mainly owing to exogenous shocks. A sequential dummy procedure provides further
evidence of a structural break coinciding with the introduction of the euro and resulting in lowerdongncertainty. It als@ppears that
the direction of causality has been reversed, and that in the euro period the FrieBalhfink is empirically supported, costeintly with the
idea that the ECB can achieve lower inflation uncertainty by lowering the inflation rate. JEL Classification: E31, E$Rp(ER?2 IKflation,
Inflation Uncertainty, Tim&arying Parameters, GARCH Models, ECB, EMU *Corresponding author. Centre for Empirical Finehce, Brun
University, West London, UB8 3PH, United KingdoEmail: GuglMéria.Caporale@brunel.ac.uk The launch of EMU in 1999 changed
significantly the European macroeconomic environment and the way agents formulate their expectations. The introductiosauod, thiee
transfer r of monetary policy from domestic authorities to the European Central Bank (henceforth ECB) and the almost etimpiat®n

of residual barriers to financial and economic integration were all part of this process. Inflation and inflation expectatiamong the
variables which most likely were affected by this change, for three main reasons. First, the Maastricht Treaty estabkéshetsttution,

the ECB, with the task of ensuring price stability for the euro area as a whole. Second, the ECB adopted a new moreggry istrathe
two-pillar framework, and a set of new instruments. Third, new monetary policy transmission channels emerged while otheesadigdapp
(e.g. idiosyncratic exchange rate adjustment). This paper focuses on the relationship between inflation and inflationniyderttae euro
area. Surprisingly, studies of this type are distinctly rare. Most of them are either based on survey data (see, e.gi,a@i8aderlind,
2003, and Arnold and Lemmen, 2008) or adopt a coubyrgountry approach (see Fountas et al. 2004, and Apergis, 2004). Thenpres
study contributes to this area of the literature by estimating a tivaeying ARGARCH model of inflation for the euro area ashmle with
the aim of producing measures of inflation uncertainty and investigating the linkages between these two variables m iinam@aBrk,
also allowing for the possible impact of the policy regime change associated with the start of EMU. In contrast to niogsaxdgts, our
analysis distinguishes between shoun and steadystate uncertainty. The former includes both structural uncertainty (assediatith the
randomness in the tim&arying parameters of the inflation process which might result, for instance, from economic agentsngdapé
new economic environment) and impulse uncertainty, which reflects exogenous shocks to the system. Both typesrohsharerfinty
affect forecast errors. Steadstate uncertainty instead reflects uncertainty when variables are at their steady state levkthene are no
shocks to the system. are shut off. As emphasised by Evans (1991), uncertainty is not the same as variability. If agesmis littzee
information about inflation, they may view the future as highly uncertain even though the econometrician observes littist exlatility.
Conversely, there may be very little uncertainty associated with a large change in actual inflation because agents hdvdeal gdo
information in advance. The need to distinguish between different types of uncertainty is motivated by economic theoryirsydgat
economic agents take two types of decisions: isttmporal and intertemporal ones. The former are more likely to be affectedhby
conditional variance of shorun movements in inflation, as shown by Lucas (1973) with respect to production and by Deatéhf(tavith
respect to consumption. The latter instead might be influenced by-tanginflation uncertainty through its impact on interesdtes, risk
premia and debt maturity as suggested by Klein (1975) amongst others. The econometric framework we use to identifyehetyifésr of
uncertainty is similar to that originally proposed by Evans (1991) and recently used by Berument et al. (2005) and Qaj¢oalm@ikas
(2009), which and consists of two steps. First, anGRMRCH model with tiraearying parameters is estimated to generate differen
measures of inflation uncertainty based on lagged values of inflation only. The use of the Kalman filter at this stagenalysie is
consistent with agents forming expectations using available information efficiently. In the second step, taking thesetiergeatal the
related measures of uncertainty as given, the relationship between inflation and inflation uncertainty is tested in aataframework.
The main advantage of this procedure is that in the first step we put ourselves in the position of economic agents f@reyatiations
within the model. In the second step we adopt the point of view of an external observer using the most appropriate frarnteamaky/se
empirically analyse the interaction between the variables of interest. A potential shortcoming is that one of the twoegarsatl in step
two is a generated regressor and therefore a stochastic variable. This may reduce the efficiency of the estimation. WhisXtantework
along two directions. First, we consider other variables, besides lagged inflation values, which are likely to affectéxfiatitations. The
set of new variables includes: the unemployment rate, a measure of the output gap, the rate of change of M3, nhominahdtang-term
interest rates, , the interest rate differential, and the nominal effective exchange rate. Second, we analyse the ratatietvaéen actual
inflation and inflation uncertainty in a multivariate context, better suited to deal with the possibility of reverse cpughkt choice of
focusing on euro area inflation measured as the meotimonth rate of change of the Harmonised Index of Consumer Prices (tefleBls
the ECB mandate to achieve aggregate price stability in the euro area and the absence of instrumentsite fimenetary polig to cyclical
fluctuations in individual EMU countries.

Jonathan Ostry, International Monetary Fund
Fiscal Fatigue, Fiscal Space and Debt Sustainability in Advanced Countries

How high can public debt rise without compromising fiscal solvency? We answer this question using a stochastiz-@djlimalel of
sovereign default in which risgk Sdzi NI § Ay @Said2NB t SyR G2 | 32 @3SNYYSycrdadelprimarR A a LI
balances cannot keep pace with rising debt. As a result, the government faces an endogenous debt limit beyond whichatdix calted
-over. Using data for 23 advanced economies over £2@07, we find evidence of a fiscal reaction function with these featued,use it
i2 O02YLlzi S aF¥A&aO0OlFt &Ll OSzé RSTFAYSR a GKS RAFTFSNBYyOS o0SiGsSSy L
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Thursday 7 July, 15.3017.00 Applied Economics/Econometrics (dynamic and switching modeling)

Laurence Lester, Flinders University
A Dynamic MIMIC model of Settlement Success for Immigrants to Australia

This paper presents a model of immigrant successful settlement by application of a linked Multiple Indicators and Mulsigdg\@EMIC)

model, a special case of a longitudinal structural equation model (SEM), in which the influences of formative indicatarsservable

latent variables are assessed through their impact on the reflective indicators. As noosethented explicit model of succésk
settlement exists, the devised statistical models provide the first comprehensive assessment in a framework that simulissesses
multiple dimensions of the immigrant settlement process.

A model of immigrant successful settlement is constructed for the first cohort of the Longitudinal Surveys of Immigrastsai@mALSIA).

The LSIA data were an important initiative of Department of Immigration, Multicultural and Indigenous Affairs (DIMIA) andidered to

0S aXg2NIR Oflaa adaNWBSea 2F NBOSyid YAINIyiliaxé owhi OKLlnNdoaaogut SG |
AYYAINIyGE G2 ! dzaGNY f -BldzA fi BIRG G& X IF RIRNBIA BIA ¥ G dzAl K SClakegos, racda 2F aSia i

Roland Shami, Monash University
Modelling the Australian output by state and by industry

¢tKS 2028S0GAGS 2F GKA& LI LISNI A& (G2 LINBaSyd | LI ySt RyodthbetweerRSt 2
AYRdZAGNBE QA 2dzilidzia a ¢Sttt o0SGsSSy adGldSQa 2dzilizia gAifytandoS O
1 dza 0N AL Qa YIAY GNIFRAY3I LI NIYSNEZ AYLEF OO RATFTFSNBY(tables and thd y R dzs
outputs will change between industries. A hidden switching component will be added to capture when each industry is(dtogsmifern)

and when it is in expansion; and with the aid of a composite leading indicator, a better economic forecast will be achieved.

Thursday 7 July, 15.3017.00 Agricultural, Environmental and Resource Economics

Kym Anderson, University of Adelaide
Agricultural Price Distortions and Growth in Emerging Economies

Price and trade policies that distort producer and consumer incentives are often claimed to reduce not only economicyedficierelfare
but also economic growth. This paper tests that claim econometrically, using a panel of annual data on distortions ttiteepréde of
agricultural to noragricultural goods in around 40 developing countries over the fifty years to 2004. It finds a negativgnéichat impact
of price distortions on GDP growth.

Will Martin, World Bank
Explaining Agricultural Protection using a Finite Mixture Model

The agricultural protection measures from the landmark study of global agricultural distortions led by Kym Anderson inciodaie
diversity. While most countrgommodity measures are between 0 and 20 percent, a small group has protection rates of overca. pe
key question for modeling and hypothesis testing is whether these observations are drawn from a homogeneous populafiapeiTigists
this hypothesis by applying a finite mixture model to the recent model developed by Dutt and Mitra that explains agrididgtarabns in
terms of ideology, inequality, lobbying and public finance. The analysis suggests that there may be advantages in itleotifgipgrate
groupg one containing about 20 percent of the sample that is more protectionist than the other, more liberal, group.

Eugenio Bobenrieth, Departamento de Economia
Can Storage Arbitrage Explain Commodity Price Dynamics?

The nature of commodity price behavior remains in substantial dispute. Previous empirical tests of the standard storagbameodel
concluded that storage arbitrage cannot explain the high serial correlation of prices. We introduce a Maximum Likeliinoairettat,
unlike available approaches, makes full use of the predictions of the model about the most striking feature of commasstytheric
skewness revealed in their asymmetric dynamics, displaying eamaal spikes. Our results for sugar establish the empiridaVaace of
storage in determining its price behavior. The dynamics of commaodity prices can be quite dierent from those of the shocike theem.

Thursday 7 July, 15.3017.00 Norn and SemParametric Econometrics

Jason Ng, Monash University
NonParametric Estimation of Forecast Distributions in f@aussian State Space Models

The object of this paper is to produce nparametric maximum likelihood estimates of forecast distributions, in a generalGaoissian,
non-linear state space setting. The transition densities that define the evolution of the dynamic state process are repriespatanhetric
form, but the conditional distribution of the neGaussian variable is estimated rRparametrically. The filtering and predictiaistributions
are estimated via an algorithm exploiting the functional relationship that describes the observed variable as a compoigostaie and
standardized measurement variables, with the relationship expressed using the Dirac delta function. Combined with staadardiste
integration the algorithm estimates the distribution of the standardized error term, which in turn provides theparametric brecast
distributions. The method is illustrated using a variety of models, with simulation experiments used to document the acttivaayon
parametric method relative to both correctly and incorrectly specified parametric alternatives. In an empirical illustita¢iangethod is
used to produce sequential estimates of the forecast distribution of realized volatility on the S&P500 stock index dueogrih@nancial
crisis.
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Mohamad Khaled, The University of Sydney
Estimation of copula models with discrete margins

Estimation of copula models with discrete margins is known to be difficult beyond the bivariate case. We show how thiach@véee by
augmenting the likelihood with uniform latent variables, and computing inference using the resulting augmented postezi@udte this
we propose two efficient Markov chain Monte Carlo sampling schemes. One generates the latent variables as a block usipples-Met
Hasting step with a proposal that is close to its target distribution. Our method applies to all parametric copulas whemeditienal
copula functions can be evaluated, not just elliptical copulas as in previous Bayesian work. Moreover, the copula pacaméters
estimated joint with any marginal parameters. We establish the effectiveness of the estimation method by modeling conshaxier be
online retail using Archimedean and Gaussian copulas and by estimating 16 dimensigr@tbBpulas for a longitudinal model agage of a
bicycle path in the city of Melbourne, Australia. Finally, we extend our results and method to the case where some nedgosete and
others continuous.

Stanley latMeng Ko, The Chinese University of Hong Kong
Dirichlet Process Multiple Changeint Model

This paper proposes a new Bayesian multiple chgraget model which extends the hidden Markov approach of Chib (1998) to tiehBi
Process (DP) hidden Markov model. The use of the Dirichlet Process prior allows us to integrate out the whole transitixiypnadsrix
which substantially reduces the number of unknown parameters. In contrast to the fully parametric Bayesian model, ourasedripar
algorithm is robust to model specification. A general Markov chain Monte Carlo algorithm adopted to dierent -poamtgmodelsis
suggested. We present three specific models. The first one is the simulated normaishitamodel with known and unknown variee.
The second one is the Poisson model applied to the-ewaing disasters data of Jarrett (1979). In the last application, waydtwe US real
GDP growth with the AR structural change model.

Thursday 7 July, 15.3017.00 Economics of Education

Gigi Foster, University of New South Wales
Estimating Peer Spillovers in Australian Undergraduate Classrooms

This paper applies the peer effects estimator developed in Arcidiacono, Foster, Goodpaster and Kinsler (2009) to ricte\stlgani!
data from two Australian universities. | estimate the importance of learning context in the Australian undergraduate oiassrgared to
its importance in overseas classrooms, which have been the focus of prior research. The paper illustrates how amassiluitiagcexel
data on students can help address concerns important to the sustainability and efficiency of the Australiaretiigiagion setor.

Cain Polidano, University of Melbourne
A second chance at education for early school leavers

Despite efforts to keep youth in school, many still dropout, which potentially reduces their life prospects. In this papemire the
factors that affect the chances of-engaging early school leavers in education using data from three cohorts of the LorgjitBdmey of
Australian Youth survey and duration models. We find evidence of negative duration dependence with only a narrow windewhbefor
chances of reengaging diminish sharply. Our results suggest that school programs that help youth at risk develeghpoktaeer plans
may be more effective than programs that focus on improving numeracy and literacy scores.

Li Li, National University of Singapore
The Effect of Primary School Availability on Middle School Attainment in Rural China

In rural China, primary school availability has been governed by two opposite forces, closure of existing schools andicoastnew
schools, since the 1980s. In this paper, we study the effect of primary school availability on two kinds of middle salmoératt
Regression results show that having a primary school in community has positive and significant effect on middle schoenattain
indicates that the outcome of the ongoing "Withdrawal and Merger of Primary Schools" in rural China may not be desiralildeatisrio
a rise in schooling cost which is not compensated by improved education quality. Robustness tests support our findings.

Thursday 7 July, 15.3017.00 Search and Matching Models in the Labor Markets

Gunes Kamber, Reserve Bank of New Zealand
An estimated small open economy model with frictional unemployment

This paper investigates labor market dynamics in New Zealand by estimating a structural small open economy model erfrisbathwit
and matching frictions in the labor market. We show that the model fits reasonably well the business cycle features afrkegamamic
variables. We then extend our analysis to understand the driving forces behind labor market variables. Our findingshatgigediulk of
variation in labor market variables is solely explained by disturbances pertaining to the labor market.
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Thomas Lubik, Federal Reserve Bank of Richmond
The Shifting and Twisting Beveridge Curve: An Aggregate Perspective

One of the most striking aspect of the Great Recession in the U.S. is the persistently high level of unemployment degpit& an
economic activity and an increased willingness by firms to hire. This has stimulated a debate on mismatch in the labofheanigiment
is that despite the high unemployment rate the effective pool of job seekers is considerably smaller due to adverse felfeciseom
unemployment, high unemployment benefits or structural change. Despite high vacancy postings firms are therefore unabetirad
workers. | study this issue from an aggregate perspective by deriving the Beveridge curve from a-tiiserséarch and matchg model of
the labor market driven by a variety of shocks. | first establish that the observed pattern in the data can only be desthnbedntext of
the model by the interaction of a cyclical decline in productivity and a decline in match efficiency. | then estimate tesmaBayesian
methods on unemployment and vacancy data before the onset of the Great Recession. The posterior estimates are used dbtleenstru
likelihood that the recent pattern is consistent with a stable Beveridge curve. | find that there is enough probabilitymtasobserved
pattern to explain this by a prolonged deterioration in labor market performance. | test the robustness of this findingvbggafor
structural breaks in the Beveridge curve.

Benoit Julien, School of Economics
SkillBased Wage Determination, Wage Dispersion and Unemployment

This paper considers a search and matching environment of the labour market in which workers can invest in skill (huabppricapd
entering the labour market. Potential workers can direct their search in different markets based on their skill acquisitioa anticipated
wage determination in each particular market. We derive the equilibrium wage in different markets, giving rise to equilizgemn
dispersion and unemployment. In particular, we postulate that in markets of lower skill requirement, wages are postedaadard s
models of directed search, while in markets with higher skill requirements, wages are negotiated ex post the matching YWeoésain
equilibrium steady state unemployment in each market as well as for the overall economy. Finally, we look at the effiortigpof the
equilibrium allocation compared to the solution of the social planner.
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