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Welcome 
 
The Econometric Society Australasian Meeting in 2011 (ESAM11) is being held in Adelaide, Australia, from 4 to 7 July. The 
program consists of invited and contributed sessions 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, microeconomic 
theory, and trade policy. 
 
We warmly welcome you to ESAM 2011 in Adelaide. 
 
Christopher Findlay and Jiti Gao  
ESAM 11 Co-Chairs 
 

ESAM 11 Organising Committee 
 
Professor Jiti Gao, Monash University  
Professor Christopher Findlay, University of Adelaide  
Dr Mandar Oak, University of Adelaide 
Dr Nadezhda Baryshnikova, University 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 

mailto:conference@aomevents.com
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General Information 
 
Accommodation 
Please finalise your accommodation account directly with your 
hotel reception. If booked through All Occasion Management, 
your credit card details have been forwarded to your chosen 
hotel to secure your accommodation. This card will not be 
charged for your accommodation, and you will need to 
arrange payment directly with the hotel during your stay. 
 
Airport Transfers  
The Adelaide Airport is situated 7km from the central business 
district and major hotels. An Airport City minibus runs 
between the airport and major hotels every half hour from 
07:00 ς 22:00 (hourly on weekends) at a cost of approximately 
AUD$10.00. 
 
Car Parking 
Frome Street EziPark - Early Bird Rate $13.00 (before 09:30). 
Cnr Rundle & Pulteney Streets Wilson - Early Bird Rate $11.00 
(enter before 10:00). 
 
Catering 
Morning and afternoon teas will be served in the Foyer, Level 1 
of the Napier Building (outside room 102). 
Lunches will be served in the Bonython Hall (short walk from 
Napier Building). 
 
Disclaimer 
The information presented in this handbook is correct at the 
time of printing. In the event of unforeseen circumstances, the 
Organising Committee reserves the right to delete or alter 
items in the Meeting Program. 
 
Dress Standards  
Smart casual dress is suggested for the Meeting sessions and 
Dinner. 
 
Evacuation procedure 
On hearing the Emergency Warning (and Communication) 
System: 
hƴ ƘŜŀǊƛƴƎ ǘƘŜ !ƭŜǊǘ ¢ƻƴŜ όŎƻƴǘƛƴǳƻǳǎ ōŜŜǇΧΦΦōŜŜǇΧΦΦύ  

Cease inter/across floor movement  

Secure your area/classified materials and shut-down 
equipment (if necessary ς e.g. computers)  

Prepare for possible evacuation.  Take your personal 
belongings if readily accessible  

If applicable, follow the instructions of the Chief Warden 
via the Public Address system  

hƴ ƘŜŀǊƛƴƎ ǘƘŜ 9ǾŀŎǳŀǘƛƻƴ ǘƻƴŜ όŎƻƴǘƛƴǳƻǳǎ ǿƘƻƻǇΧǿƘƻƻǇΦΦΦύ  

Evacuate via the nearest, safe exit and proceed to the 
designated Assembly area  

Do not use lifts  

Await further instructions from the Warden  

Do not re-ŜƴǘŜǊ ǘƘŜ ōǳƛƭŘƛƴƎ ǳƴǘƛƭ ƎƛǾŜƴ ǘƘŜ ά!ƭƭ /ƭŜŀǊέ ōȅ 
the Chief Warden, Warden, Fire Service.  

 
There are Emergency Evacuation Posters in all the foyers of 
the buildings at the University, please ensure you familiarise 
yourself with the information in the case of an emergency.   

 
 
Health and Safety During the Meeting 
Please contact the University's Security Office should you need 
first aid attention.  Simply call the Security Emergency number 
i.e. 35444 (8303 5444) and advise that you need first aid.  
(They will then ask about your location and injury etc., and 
attend to you with a first aid kit). 
 
Meeting Evaluation 
!ƴ ŜƭŜŎǘǊƻƴƛŎ ŜǾŀƭǳŀǘƛƻƴ ǿƛƭƭ ōŜ ŘƛǎǘǊƛōǳǘŜŘ ǇƻǎǘπƳŜŜǘƛƴƎΦ ¢ƻ 
assist with the planning of future ESAM events, we hope that 
you will take the time to provide feedback on the Meeting. 
 
Meeting Rooms 
The following small lecture rooms will be available to 
participants to prepare their talks and discussions: LG07, LG09, 
LG11, LG18 and LG19. 
 
Messages and Notices 
Messages may be left with the Meeting Organiser staff at the 
registration desk.  
 
Mobile Telephones and Pagers 
As a courtesy to other participants please ensure that all 
ƳƻōƛƭŜ ǘŜƭŜǇƘƻƴŜǎ ŀƴŘ ǇŀƎŜǊǎ ŀǊŜ ǘǳǊƴŜŘ ƻŦŦ ƻǊ ŀǊŜ ƻƴ ΨǎƛƭŜƴǘΩ 
mode during all presentations. 
 
Name Badges 
All delegates, sponsors, exhibitors and day registrants will be 
issued with a name badge at registration. Admittance to all 
sessions and social functions included in the registration fee 
will require presentation of your badge.  
Lanyard colours:  
Red = Committee or Volunteer 
Blue = Delegate 
Yellow = Speaker 
 
Registration Desk 
All delegates must register to attend the Meeting. The 
registration and information desk will be located on Level One 
of the Napier Building,  and will be open during the following 
hours:  
Monday 4 July 2011  15:00 to 18.00 
Tuesday 5 July 2011  08:00 to 17.00   
Wednesday 6 July 2011 08:00 to 18:15 
Thursday 7 July 2011  08:00 to 18:15 
 
Security 
Please ensure that you take all items of value with you at all 
times when leaving a room. Do not leave bags or laptop 
computers unattended. 
 
The University of Adelaide Security Service  
For general security issues please call 8303 5990. Open 24 
hours 7 days per week. If the University is the first to be 
notified about an emergency, we will advise other Emergency 
Services. The telephone number 8303 5444 is for emergencies 
only. Do not use this number for general enquiries.  
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General Information 
 
Speakers & Presenters Guidelines 
When arriving at ESAM11 please see the staff at the 
Registration Desk located in the Napier Building on level one 
to register and for further direction to the session room. 
 
Please arrive in the session room at least 15 minutes prior to 
your session. Introduce yourself to the Chairperson of your 
session. 
 
Familiarise yourself with the microphones and other room 
equipment. Please load your PowerPoint from a USB. Students 
and committee will be on hand (identified by a red lanyard) to 
assist with this process. 
 
The Chairperson has been instructed to end the session on 
time and will warn you when your time is nearly up by using 
cards showing 10 minutes, 5 minutes, 2 minutes and Finish. 
The sessions are timed to allow for questions at the end of 
each session. 
 
Timings of presentations for speakers: 
 
a. Keynote session: 52 minutes 
b. Paired invited session: 40 minutes 
c. Invited and contributed session: 26 minutes. 

 
 
Taxis 
A taxi from the airport to the city is approximately AUD$15.00. 
Suburban Taxi -   131 008 
Yellow Cabs -   132 227 
Adelaide Independent Taxi - 132 211 
 
Temperature 
CƻǊ ǘƘŜ ƳƻƴǘƘ ƻŦ WǳƭȅΣ !ŘŜƭŀƛŘŜΩǎ ƳŜŀƴ ƳŀȄƛƳǳƳ 
temperature is 15ºC; the mean minimum is 8ºC. 
 
Tourist Information 
LŦ ȅƻǳ ŀǊŜ ǾƛǎƛǘƛƴƎ !ŘŜƭŀƛŘŜΣ ŀ ǾƛǎƛǘƻǊΩǎ ƎǳƛŘŜ ŀƴŘ ƳŀǇ Ŏŀƴ ōŜ 
found within your delegate satchel. 
 
Tram Runs  
Adelaide Metro Trams run from Glenelg and to the Adelaide 
Entertainment Centre, Port Road. For more information 
please call, + 61 (08) 8210 1000 or visit the website 
 www.adelaidemetro.com.au 
Monday to Friday: 8.00am ς 5.35pm  
(every 8 minutes on average).  
Saturday, Sunday, Public Holidays: 9.00am ς 6.00pm  
(approximately every 15 minutes). 
Other Times (to Midnight): Approximately every 20 minutes. 

Privacy Policy 
In accordance with the requirements of the Australian Privacy Act 2000, the All Occasions Group (encompassing All Occasions 
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 participation in this 
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 a 
Ψ5ŜƭŜƎŀǘŜ [ƛǎǘΩ ƻŦ ŀǘǘŜƴŘŜŜǎ ŀǘ ǘƘŜ aŜŜǘƛƴƎ ŀƴŘ ǘƻ ƛƴŎƭǳŘŜ ǘƘŜ ƛƴŘƛǾƛŘǳŀƭΩǎ ŘŜǘŀƛƭǎ ƛƴ ǎǳŎƘ ŀ ƭƛǎǘΦ .ȅ ŎƻƳǇƭŜǘƛƴƎ ǘƘƛǎ ǊŜƎƛǎǘration 
form, you acknowledge that the details supplied by you may be used for the above purposes. It is your responsibility to ensure 
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 no 
responsibility for injury or damage to persons or property occurring during the Meeting. All insurance, including medical 
ŎƻǾŜǊΣ ƻǊ ŜȄǇŜƴǎŜǎ ƛƴŎǳǊǊŜŘ ƛƴ ǘƘŜ ŜǾŜƴǘ ƻŦ ǘƘŜ ŎŀƴŎŜƭƭŀǘƛƻƴ ƻŦ ǘƘŜ aŜŜǘƛƴƎ ƛǎ ǘƘŜ ƛƴŘƛǾƛŘǳŀƭ ŘŜƭŜƎŀǘŜΩǎ ǊŜǎǇƻƴǎƛōƛƭƛǘȅΦ 
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 no 
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 the 
internet at the University, you are agreeing to abide by the internet usage policy, found at: http://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 and 
education community.  It enables users to visit any participating education institution and access network services using their 
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 from 
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 visit http://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 name 
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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Adelaide University  
North Terrace Campus Map 
 
Napier Building - Meeting Sessions: Level 1, 
Level 2, Ground, Lower Ground 
 
Bonython Hall - Daily Lunch Breaks & Poster 
Session (Tuesday 5 July) 
 
Nexus 10 Tower - Welcome Reception, 
Ground Level Foyer (Monday 4 July) 
 
Crowne Plaza Adelaide Hotel - Meeting Dinner 
(Wednesday 6 July) 

Adelaide Accommodation Map 

Napier  

Entrance 
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Tower  

Entrance 

Crowne  
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Crowne Plaza  

Adelaide Entrance 
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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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Venue Floor Plans 
 
 
Napier Second Floor 
 
Lecture Theatres 
Room 208 
Room 209 
 

Lecture Theatre 

Room 208 

Lecture Theatre 

Room 209 

L
IF

T
 S

H
A

F
T 

S
T

A
IR

S 

STAIRS 



 

12 

ESAM 11  
Econometric Society Australasian Meeting 2011 

4 July τ 7 July 2011 | Adelaide, South Australia, Australia 

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 Opening Remarks by the Deputy Vice-Chancellor  
Professor Pascale Quester 

Room 102, Napier         

09.15 - 10.15 ESAM Keynote Lecture 
Social Capital and Social Quilts: Network Patterns of Favor 
Exchange 
Matthew O. Jackson, Stanford University 

Room 102, Napier 
Chaired by Andy McLennan, University of Queensland 
Sponsored by University of New South Wales Business School 

      

10:15 - 10.45 Morning Tea Break Foyer 102, Napier         

10.45 - 12.15 Invited and Contributed Sessions                  

  Macroeconomics  
(paired invited) 

Microeconomics/Game 
Theory 

Time Series Econometrics 
(Estimation) 

Development Economics/
Trade 

  Applied Economics/ 
Econometrics 
(Discrimination) 

Financial Economics/ 
Applied Finance 

Financial Econometrics Applied 
Macroeconomics/ 
Macroeconometrics 
(Open Economy) 

Nonparametric and 
Time Series 
Econometrics  
(paired invited) 

  Room 102 Napier 
Chaired by Mark Weder, 
University of Adelaide 

Room 208 Napier 
Chaired by Virginie Masson, 
University of Adelaide 

Room 209 Napier 
Chaired by Gael Martin, Monash 
University 

Room G03 Napier 
Chaired by Debdulal Mallick, 
Deakin University 

  Room G04 Napier 
Chaired by Michael Coelli, 
University of Melbourne 

Room LG15 Napier 
Chaired by Paul Kofman, 
University of Melbourne 

Room LG24 Napier 
Chaired by Nicholas Sim, 
University of Adelaide 

Room LG28 Napier 
Chaired by Mardi Dungey, 
University of Tasmania 

Room LG29 Napier 
Chaired by Maxwell King, 
Monash University 

10.45 - 11.15 PAYROLL TAXES, SOCIAL 
INSURANCE AND BUSINESS 
CYCLES 
Michael Burda, Humboldt 
University Berlin 

Information, Matching and 
Outcome Selection 
Virginie Masson, University 
of Adelaide 

Bias Reduction of Long Memory 
Parameter Estimators via the Pre
-filtered Sieve Bootstrap 
Gael Martin, Monash University 

International Business Cycles 
and Remittance Flows 
Debdulal Mallick, Deakin 
University 

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

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

Comparing Australian and 
US Corporate Default Risk 
using Quantile Regression 
Akhmad Kramadibrata, 
Edith Cowan University 

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

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

11.15 - 11.45 Optimal Contracts for Loss 
Averse Consumers 
Juan Carlos Carbajal, 
University of Queensland 

Time Series Classification for 
Small Samples Using Bias-
Corrected AR Estimators 
SHEN LIU, Monash University 

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

  Occupation Differences and 
the Gender Wage Gap in 
Australia: a Detailed Re-
assessment 
Michael Coelli, University of 
Melbourne 

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

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

Reassessing Business-cycle 
VAR and VARMA Models 
Wenying Yao, Monash 
University The Effectiveness of 

Government Expenditures 
During Financial Crisis: 
Evidence from Regional 
Government Spending in 
Japan 1990-2000 
Markus Bruckner, University 
of Adelaide 

  Sieve inference of semi/
nonparametric time 
series models 
Xiaohong Chen, Yale 
University 

11.45 - 12.15 Endogenous Reputation in 
Repeated Games 
Priscilla Man, University of 
Queensland 

An alternative approach to 
approximating moments of least 
squares estimators 
Gareth D. Liu-Evans, Xi'an 
Jiaotong Liverpool University 

   What Do Donors 
Discriminate On? Evidence 
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 New 
Look at the Money-Output 
Relationship 
Nicholas Sim, University of 
Adelaide 

The Term Premium and 
the UK economy 1980 - 
2007 
Mardi Dungey, University 
of Tasmania 

12.15 - 13.30 Bonython Hall              Lunch Break 

12.30 - 13.30 Poster Session 
The Effect of Minimum Academic Requirements to 
Participate in Sports on High School Graduation 
Marian Vidal-Fernández, University of NSW 
 
Modeling Physician Labour Supply: Comparing a Discrete 
Choice Structural Approach to a Reduced Form Approach 
Daniel Kuehnle, The University of Melbourne  

Bonython Hall              
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distributions 
Paul Kofman, The 
University of Melbourne 

The QQ Approach, A New 
Look at the Money-Output 
Relationship 
Nicholas Sim, University of 
Adelaide 

The Term Premium and 
the UK economy 1980 - 
2007 
Mardi Dungey, University 
of Tasmania 

12.15 - 13.30 Bonython Hall              Lunch Break 

12.30 - 13.30 Poster Session 
The Effect of Minimum Academic Requirements to 
Participate in Sports on High School Graduation 
Marian Vidal-Fernández, University of NSW 
 
Modeling Physician Labour Supply: Comparing a Discrete 
Choice Structural Approach to a Reduced Form Approach 
Daniel Kuehnle, The University of Melbourne  

Bonython Hall              
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Program - Tuesday 5 July (continued) 

13.30 - 15.00 Invited and Contributed Sessions                

  Macroeconomics (Monetary 
Policy) Sponsored by Reserve 
Bank of Australia 

Simulation Methods in 
Econometrics 

Agricultural, Environmental and 
Resource Economics (Policy) 

Health Economics/Public 
Health Policy 

  Applied Economics/
Econometrics (Household 
Decision) 

Financial Econometrics Time Series Econometrics (Nonlinear 
and Nonstationary) 

Non- and Semi-Parametric 
Econometrics 

  Room 102 Napier 
Chaired by Kalvinder Shields, 
University of Melbourne 

Room 208 Napier 
Chaired by Vance Martin, 
University of Melbourne 

Room 209 Napier 
Chaired by Kym Anderson, 
University of Adelaide 

Room G03 Napier 
Chaired by Duncan McVicar, 
University of Melbourne 

  Room G04 Napier 
Chaired by Robert Breunig, ANU 

Room LG24 Napier 
Chaired by Mervyn Silvapulle, 
Monash University 

Room LG28 Napier 
Chaired by Qiying Wang, University of 
Sydney 

Room LG29 Napier 
Chaired by Xibin Zhang, 
Monash University 

13.30 - 14.00 Commodity Price Responses 
to Monetary Policy Surprises 
Dean Scrimgeour, Colgate 
University 

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

The Economics of Grain Price 
Volatility 
Brian Wright, University of 
California 

Can the Health Insurance 
Reform stop an increasing in 
medical costs of middle- and 
old-aged persons in Japan? 
Masaru Sasaki, Osaka 
University 

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

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

Nonstationary Nonparametric 
Volatility Model 
Heejoon Han, National University of 
Singapore 

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

14.00 - 14.30 Trend in ation and Monetary 
policy rules: Determinacy 
analyses in New Keynesian 
model with capital 
accumulation 
Kirill Sossounov, Higher School 
of Economics 

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

Trade Barrier Volatility and Loss 
Aversion: Evidence from 
Agriculture 
Kym Anderson, University of 
Adelaide 

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

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

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

Martingale limit theorems revisited 
and non-linear cointegrating 
regression 
Qiying Wang, The University of 
Sydney 

Estimation in a semiparametric 
model with endogeneity 
Nam Hyun Kim, University of 
Adelaide 

14.30 - 15.00 The Meta Taylor Rule 
Kalvinder Shields, University 
of Melbourne 

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

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

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

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

Realized alphas portfolios 
Valentina Corradi, University of 
Warwick 

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

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

15.00 - 15.30 Foyer 102, Napier            Afternoon Tea 

15.30 - 17.00 Invited and Contributed Sessions                

  Macroeconomics (Topics)  Experimental Economics 
(Australian Economic 
Policy) 

Microeconomics/Industrial 
Organisation 

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

Non- and Semi-Parametric 
Econometrics 

Applied Macroeconomics/ 
Macroeconometrics 

Public Economics/ 
Microeconomic Policy 
(Political Economy) 

  Room 102 Napier 
Chaired by Anca Ioana Sirbu, 
University of California in 
Riverside 

Room 208 Napier 
Chaired by Ralph-C Bayer, 
University of Adelaide 

Room 209 Napier 
Chaired by Stephen Hogg, 
University of Queensland 

Room G03 Napier 
Chaired by Maria Racionero, 
Australian National 
University 

  Room G04 Napier 
Chaired by Zeng-Hua Lu, 
University of South Australia 

Room LG24 Napier 
Chaired by Han Lin Shang, 
Monash University 

Room LG28 Napier 
Chaired by Jan Podivinsky, University 
of Southampton 

Room LG29 Napier 
Chaired by Steven Callander, 
Stanford University 

15.30 - 16.00 News-Driven Business Cycles 
and Increasing Returns 
Anca Ioana Sirbu, University 
of California in Riverside 

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

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

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

  Child Disabilities and Women 
Labor Supply: Evidence from 
Australia 
Zeng-Hua Lu, University of South 
Australia 

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

Realized Spill-over Effect Within-
Between Stock and Foreign Exchange 
Market 
Hung Do, Monash University 

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

16.00 - 16.30 The Response of Consumption 
to Transitory Wealth Changes 
Emmanuel De Veirman, 
Reserve Bank of New Zealand 

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

Airline Alliances, Antitrust 
Immunity and Market 
Foreclosure 
Kai Hueschelrath, Centre for 
European Economic Research 
(ZEW) 

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

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

Regression Discontinuity Designs 
with Unknown Discontinuity 
Points: Testing and Estimation 
Ping Yu, University of Auckland 

The 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 

16.30 - 17.00  Rockets and Feather in the 
Laboratory 
Ralph-C Bayer, University of 
Adelaide 

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

Voting on income-contingent 
loans 
Maria Racionero, Australian 
National University 

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

Forecasting Model Validation 
Julia Polak, Monash University 

Testing for Co-jumps with High-
Frequency Financial Data: An 
Approach Based on First-High-Low-
Last Prices 
Heather Anderson, Monash University 

Sovereign Debt in a Monetary 
Union 
Nadjeschda Arnold, Center For 
Economic Studies 
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13.30 - 15.00 Invited and Contributed Sessions                

  Macroeconomics (Monetary 
Policy) Sponsored by Reserve 
Bank of Australia 

Simulation Methods in 
Econometrics 

Agricultural, Environmental and 
Resource Economics (Policy) 

Health Economics/Public 
Health Policy 

  Applied Economics/
Econometrics (Household 
Decision) 

Financial Econometrics Time Series Econometrics (Nonlinear 
and Nonstationary) 

Non- and Semi-Parametric 
Econometrics 

  Room 102 Napier 
Chaired by Kalvinder Shields, 
University of Melbourne 

Room 208 Napier 
Chaired by Vance Martin, 
University of Melbourne 

Room 209 Napier 
Chaired by Kym Anderson, 
University of Adelaide 

Room G03 Napier 
Chaired by Duncan McVicar, 
University of Melbourne 

  Room G04 Napier 
Chaired by Robert Breunig, ANU 

Room LG24 Napier 
Chaired by Mervyn Silvapulle, 
Monash University 

Room LG28 Napier 
Chaired by Qiying Wang, University of 
Sydney 

Room LG29 Napier 
Chaired by Xibin Zhang, 
Monash University 

13.30 - 14.00 Commodity Price Responses 
to Monetary Policy Surprises 
Dean Scrimgeour, Colgate 
University 

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

The Economics of Grain Price 
Volatility 
Brian Wright, University of 
California 

Can the Health Insurance 
Reform stop an increasing in 
medical costs of middle- and 
old-aged persons in Japan? 
Masaru Sasaki, Osaka 
University 

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

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

Nonstationary Nonparametric 
Volatility Model 
Heejoon Han, National University of 
Singapore 

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

14.00 - 14.30 Trend in ation and Monetary 
policy rules: Determinacy 
analyses in New Keynesian 
model with capital 
accumulation 
Kirill Sossounov, Higher School 
of Economics 

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

Trade Barrier Volatility and Loss 
Aversion: Evidence from 
Agriculture 
Kym Anderson, University of 
Adelaide 

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

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

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

Martingale limit theorems revisited 
and non-linear cointegrating 
regression 
Qiying Wang, The University of 
Sydney 

Estimation in a semiparametric 
model with endogeneity 
Nam Hyun Kim, University of 
Adelaide 

14.30 - 15.00 The Meta Taylor Rule 
Kalvinder Shields, University 
of Melbourne 

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

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

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

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

Realized alphas portfolios 
Valentina Corradi, University of 
Warwick 

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

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

15.00 - 15.30 Foyer 102, Napier            Afternoon Tea 

15.30 - 17.00 Invited and Contributed Sessions                

  Macroeconomics (Topics)  Experimental Economics 
(Australian Economic 
Policy) 

Microeconomics/Industrial 
Organisation 

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

Non- and Semi-Parametric 
Econometrics 

Applied Macroeconomics/ 
Macroeconometrics 

Public Economics/ 
Microeconomic Policy 
(Political Economy) 

  Room 102 Napier 
Chaired by Anca Ioana Sirbu, 
University of California in 
Riverside 

Room 208 Napier 
Chaired by Ralph-C Bayer, 
University of Adelaide 

Room 209 Napier 
Chaired by Stephen Hogg, 
University of Queensland 

Room G03 Napier 
Chaired by Maria Racionero, 
Australian National 
University 

  Room G04 Napier 
Chaired by Zeng-Hua Lu, 
University of South Australia 

Room LG24 Napier 
Chaired by Han Lin Shang, 
Monash University 

Room LG28 Napier 
Chaired by Jan Podivinsky, University 
of Southampton 

Room LG29 Napier 
Chaired by Steven Callander, 
Stanford University 

15.30 - 16.00 News-Driven Business Cycles 
and Increasing Returns 
Anca Ioana Sirbu, University 
of California in Riverside 

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

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

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

  Child Disabilities and Women 
Labor Supply: Evidence from 
Australia 
Zeng-Hua Lu, University of South 
Australia 

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

Realized Spill-over Effect Within-
Between Stock and Foreign Exchange 
Market 
Hung Do, Monash University 

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

16.00 - 16.30 The Response of Consumption 
to Transitory Wealth Changes 
Emmanuel De Veirman, 
Reserve Bank of New Zealand 

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

Airline Alliances, Antitrust 
Immunity and Market 
Foreclosure 
Kai Hueschelrath, Centre for 
European Economic Research 
(ZEW) 

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

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

Regression Discontinuity Designs 
with Unknown Discontinuity 
Points: Testing and Estimation 
Ping Yu, University of Auckland 

The 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 

16.30 - 17.00  Rockets and Feather in the 
Laboratory 
Ralph-C Bayer, University of 
Adelaide 

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

Voting on income-contingent 
loans 
Maria Racionero, Australian 
National University 

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

Forecasting Model Validation 
Julia Polak, Monash University 

Testing for Co-jumps with High-
Frequency Financial Data: An 
Approach Based on First-High-Low-
Last Prices 
Heather Anderson, Monash University 

Sovereign Debt in a Monetary 
Union 
Nadjeschda Arnold, Center For 
Economic Studies 
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Program - Wednesday 6 July  
08.00 - 09.00 Registration    Foyer 102, Napier         

09.00 - 10.00 Colin Clark Lecture 
Games Parents & Adolescents Play: Strategic Parenting & 
the Behaviors of Teens 
V Joseph Hotz, Duke University 

Room 102, Napier 
Chaired by Jonathan Pincus, University of Adelaide 
Sponsored by Economic Society of South Australia 

      

10.00 - 10.30 Morning Tea, Sponsored by Pearson   Foyer 102, Napier              

10.30 - 12.00 Invited and Contributed Sessions                  

  Time Series Econometrics 
(paired invited) 

Microeconomics/Game 
Theory 

Panel Data Analysis (Spatial 
Data) 

Development Economics/Trade   Applied Economics/ 
Econometrics (Alcohol 
and Health) 

Non- and Semi-Parametric 
Econometrics 

Financial Econometrics Macroeconomics 
(Expectation and Learning) 

Microeconomics/ 
Industrial Organisation 

  Room 102 Napier 
Chaired by Don Poskitt, 
Monash University 

Room 208 Napier 
Chaired by Andrew Wait, 
University of Sydney 

Room 209 Napier 
Chaired by Zudi Lu, University 
of Adelaide 

Room G03 Napier 
Chaired by Marie-Claire 
Robitaille, University of Western 
Australia 

  Room G04 Napier 
Chaired by Olena 
Stavrunova, University of 
Technology Sydney 

Room LG15 Napier 
Chaired by Pipat 
Wongsaart, Monash 
University 

Room LG24 Napier 
Chaired by Jiancheng Jiang, 
UNC-Charlotte 

Room LG28 Napier 
Chaired by Michael 
Osterwald-Lenum, 
Statistics Denmark 

Room LG29 Napier 
Chaired by Scott 
McCracken, Australian 
National University  

10.30 - 11.00 Nonstationarity in 
Continuous Time 
Joon Park, Indiana University 

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

Theory and Practice for 
Massive Spatial and Spatio-
temporal Data 
Hao Zhang, Purdue University 

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

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

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

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

Economic earthquakes 
Michael Osterwald-Lenum, 
Statistics Denmark 

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

11.00 - 11.30 The Treason of the Margin 
(or The Synergy Paradox) 
Andrew Wait, University of 
Sydney 

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

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

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

Semiparametric Estimation 
of First-Price Auction 
Models 
María Florencia Gabrielli, 
CONICET 

A Generalized Arbitrage-Free 
Nelson-Siegel Term Structure 
Model with Macroeconomic 
Fundamentals 
Linlin Niu, Xiamen University 

Learning and the Yield 
Curve 
Arunima Sinha, Santa Clara 
University 

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

Panels at High Frequency 
Yoosoon Chang, Indiana 
University 

  

11.30 - 12.00 Riding a Winning Horse: 
Information Use and 
Condorcet Jury Theorem 
Keiichi Morimoto, Meisei 
University 

Estimation in Semiparametric 
Functional-Coefficient Spatial 
Regression: A Robust 
Framework 
Zudi Lu, University of Adelaide 

Foreign Direct Investment with 
Heterogeneous Entry Costs 
Shi-Shu Peng, Academia Sinica 

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

Flexible Bayesian Analysis 
of First Price Auctions Using 
Simulated Likelihood 
Dong-Hyuk Kim, University 
of Technology Sydney 

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

Markups and News-Driven 
Business Cycles 
Oscar Pavlov, The 
University of Adelaide 

Informative Advertising 
Under Duopoly 
Scott McCracken, 
Australian National 
University 

12.00 - 13.30 Bonython Hall              Lunch Break, Sponsored by Pearson  

12.30 - 13.30 Poster Sessions 
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 Soriano, Australian Bureau of Statistics  
 
War and Inquisition: social control in the Spanish Empire 
Jordi Vidal-Robert; Boston University  

Bonython Hall              
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08.00 - 09.00 Registration    Foyer 102, Napier         

09.00 - 10.00 Colin Clark Lecture 
Games Parents & Adolescents Play: Strategic Parenting & 
the Behaviors of Teens 
V Joseph Hotz, Duke University 

Room 102, Napier 
Chaired by Jonathan Pincus, University of Adelaide 
Sponsored by Economic Society of South Australia 

      

10.00 - 10.30 Morning Tea, Sponsored by Pearson   Foyer 102, Napier              

10.30 - 12.00 Invited and Contributed Sessions                  

  Time Series Econometrics 
(paired invited) 

Microeconomics/Game 
Theory 

Panel Data Analysis (Spatial 
Data) 

Development Economics/Trade   Applied Economics/ 
Econometrics (Alcohol 
and Health) 

Non- and Semi-Parametric 
Econometrics 

Financial Econometrics Macroeconomics 
(Expectation and Learning) 

Microeconomics/ 
Industrial Organisation 

  Room 102 Napier 
Chaired by Don Poskitt, 
Monash University 

Room 208 Napier 
Chaired by Andrew Wait, 
University of Sydney 

Room 209 Napier 
Chaired by Zudi Lu, University 
of Adelaide 

Room G03 Napier 
Chaired by Marie-Claire 
Robitaille, University of Western 
Australia 

  Room G04 Napier 
Chaired by Olena 
Stavrunova, University of 
Technology Sydney 

Room LG15 Napier 
Chaired by Pipat 
Wongsaart, Monash 
University 

Room LG24 Napier 
Chaired by Jiancheng Jiang, 
UNC-Charlotte 

Room LG28 Napier 
Chaired by Michael 
Osterwald-Lenum, 
Statistics Denmark 

Room LG29 Napier 
Chaired by Scott 
McCracken, Australian 
National University  

10.30 - 11.00 Nonstationarity in 
Continuous Time 
Joon Park, Indiana University 

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

Theory and Practice for 
Massive Spatial and Spatio-
temporal Data 
Hao Zhang, Purdue University 

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

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

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

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

Economic earthquakes 
Michael Osterwald-Lenum, 
Statistics Denmark 

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

11.00 - 11.30 The Treason of the Margin 
(or The Synergy Paradox) 
Andrew Wait, University of 
Sydney 

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

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

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

Semiparametric Estimation 
of First-Price Auction 
Models 
María Florencia Gabrielli, 
CONICET 

A Generalized Arbitrage-Free 
Nelson-Siegel Term Structure 
Model with Macroeconomic 
Fundamentals 
Linlin Niu, Xiamen University 

Learning and the Yield 
Curve 
Arunima Sinha, Santa Clara 
University 

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

Panels at High Frequency 
Yoosoon Chang, Indiana 
University 

  

11.30 - 12.00 Riding a Winning Horse: 
Information Use and 
Condorcet Jury Theorem 
Keiichi Morimoto, Meisei 
University 

Estimation in Semiparametric 
Functional-Coefficient Spatial 
Regression: A Robust 
Framework 
Zudi Lu, University of Adelaide 

Foreign Direct Investment with 
Heterogeneous Entry Costs 
Shi-Shu Peng, Academia Sinica 

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

Flexible Bayesian Analysis 
of First Price Auctions Using 
Simulated Likelihood 
Dong-Hyuk Kim, University 
of Technology Sydney 

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

Markups and News-Driven 
Business Cycles 
Oscar Pavlov, The 
University of Adelaide 

Informative Advertising 
Under Duopoly 
Scott McCracken, 
Australian National 
University 

12.00 - 13.30 Bonython Hall              Lunch Break, Sponsored by Pearson  

12.30 - 13.30 Poster Sessions 
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 Soriano, Australian Bureau of Statistics  
 
War and Inquisition: social control in the Spanish Empire 
Jordi Vidal-Robert; Boston University  

Bonython Hall              
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Program - Wednesday 6 July (continued) 
13.30 - 15.00 Invited and Contributed Sessions                 

  Macroeconomics (Financial 
Markets) 

Time Series Econometrics (Unit-
Root)  

Panel Data Analysis 
(Nonlinear) 

Development Economics/ 
Trade  

  Applied Economics/ 
Econometrics (Health 
Economics)  

Non- and Semi-Parametric 
Econometrics 

Financial Economics/ Applied Finance Agricultural, Environmental and 
Resource Economics 

  Room 102 Napier 
Chaired by Cheng Wang, Iowa 
State University 

Room 208 Napier 
Chaired by Biing-Shen Kuo, 
National Chengchi University 

Room 209 Napier 
Chaired by Degui Li, Monash 
University 

Room G03 Napier 
Chaired by Scott French, 
University of New South 
Wales 

  Room G04 Napier 
Chaired by Tim Fry, RMIT 
University  

Room LG24 Napier 
Chaired by Brett Graham, 
Xiamen University 

Room LG28 Napier 
Chaired by Wei-han Liu, La Trobe 
University 

Room LG29 Napier 
Chaired by Pim Heijnen, University 
of Groningen 

13.30 - 14.00 Efficient risk sharing under 
endogenous skill formation: 
quantitative implications 
Yuichiro Waki, University of 
Minnesota 

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

 Semiparametric Trending 
Panel Data Models with Cross
-Sectional Dependence 
Jia Chen, Monash University 

On the relationship between 
bargaining and tariffs 
Tomohiro Ara, UNSW 

  Anchoring Vignettes and Child 
Respiratory Health 
Eibhlin Hudson, RMIT University 

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

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

Environmental Policy and the 
Macroeconomy under Shallow-Lake 
Dynamics 
Pim Heijnen, University of 
Groningen 

14.00 - 14.30 Dynamic Contracting with 
Stochastic Outside 
Opportunities and Costly 
Termination 
Cheng Wang, Iowa State 
University 

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

Estimation in Semiparametric 
Single-Index Panel Data 
aƻŘŜƭǎ ǿƛǘƘ CƛȄŜŘ 9ũŜŎǘǎ 
Degui Li, Monash University 

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

  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 the 
/ƘƛƴŜǎŜ CŀǊƳŜǊΩǎ /ŀƭŜƴŘŀǊ ƻƴ ǘƘŜ 
Equity Markets in East Asia 
Wei-han Liu, La Trobe University 

The Thin Green Line: The 
Transboundary Pollution Problem in 
a Coupled System of Shallow Lakes 
Stuart McDonald, University of 
Queensland 

14.30 - 15.00 Robust risk-return analysis of 
international portfolios 
Vitali Alexeev, University of 
Tasmania 

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

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

Growth Volatility and Trade: 
Evidence from the 1967-1975 
Closure of the Suez Canal 
Rasyad Parinduri, University 
of Nottingham Malaysia 
Campus 

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

Estimation of Discrete 
Sequential Move Games of 
Perfect Information 
Brett Graham, Xiamen 
University 

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

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

15.00 - 15.30 Foyer 102, Napier           Afternoon Tea Break, Sponsored by Pearson 

15.30 - 17.00 Invited and Contributed Sessions               

  Time Series Econometrics 
(paired invited) 

Experimental Economics Macroeconomics (Business 
Cycles) 

Agricultural, Environmental 
and Resource Economics 

  Applied Economics/ 
Econometrics (Labor and 
Employment)  

Financial Econometrics Public Economics/ Microeconomic 
Policy (Labor and Political Economy) 

Applied Macroeconomics/ 
Macroeconometrics 

  Room 102 Napier 
Chaired by Heather Anderson, 
Monash University 

Room 208 Napier 
Chaired by Changxia Ke, Max 
Planck Institute for Tax Law and 
Public Finance 

Room 209 Napier 
Chaired by Sinchan Mitra, 
University of Queensland 

Room G03 Napier 
Chaired by Darko Jus, 
University of Munich 

  Room G04 Napier 
Chaired by Sue Richardson, 
Flinders University 

Room LG24 Napier 
Chaired by Bruce Chen, 
Monash University 

Room LG28 Napier 
Chaired by David Byrne, University of 
Melbourne 

Room LG29 Napier 
Chaired by Prasad Bhattacharya, 
Deakin University 

15.30 - 16.00 Autoregressive Conditional 
Models for Interval-Valued 
Time Series Data 
Yongmiao Hong, Cornell 
University 

Commitment, Cooperation and 
Voluntary 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 

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

Nonparametric Calibration of 
Time-varying Coefficients 
Realized Volatility Model 
Bruce Chen, Monash University 

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

The economic value of co-movement 
between oil price and exchange rate 
using copula-based GARCH models 
Chih Chiang Wu, Yuan Ze University 

16.00 - 16.30 Brothers in Arms - An Experiment 
on the Alliance Puzzle 
Changxia Ke, Max Planck 
Institute for Tax Law and Public 
Finance 

Identifying government 
spending shocks considering 
the timing of news for 
Australian economy 
Altaf Alam, University of 
Adelaide 

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

  Employment Effects of Army 
{ŜǊǾƛŎŜ ŀƴŘ ±ŜǘŜǊŀƴǎΩ 
Compensation: Evidence from 
the Australian Vietnam-Era 
Conscription Lotteries 
Peter Siminski, University of 
Wollongong 

Estimation of operational risks 
using a semi-parametric 
approach 
Ainura Tursunalieva, Monash 
University 

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

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

Testing for equality of 
correlation structure 
Francisco Hidalgo (Moreno), 
London School of Economics 

  

16.30 - 17.00 Gender Differences in Social 
Preferences: Are Women More 
Sensitive to Experimental Context 
than Men? 
Jianlin Zhang, Singapore Institute 
of Management 

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

   Dynamics of Household 
Joblessness at the Micro Level: 
Evidence from Australia 2001-
2007 
Guyonne Kalb, University of 
Melbourne 

Extreme Market Risk-An 
Extreme Value Theory 
Approach 
Abhay Singh, Edith Cowan 
University 

Estimating net child care price elasticity 
of partnered women with preschool 
children using discrete structural labour 
supply-child care model 
Xiaodong Gong, University of Canberra 

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

17.10 - 18.10 A W Phillips Lecture 
Panel versus Cross-Sectional Data 
Cheng Hsiao, University of Southern California 

Room 102, Napier 
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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13.30 - 15.00 Invited and Contributed Sessions                 

  Macroeconomics (Financial 
Markets) 

Time Series Econometrics (Unit-
Root)  

Panel Data Analysis 
(Nonlinear) 

Development Economics/ 
Trade  

  Applied Economics/ 
Econometrics (Health 
Economics)  

Non- and Semi-Parametric 
Econometrics 

Financial Economics/ Applied Finance Agricultural, Environmental and 
Resource Economics 

  Room 102 Napier 
Chaired by Cheng Wang, Iowa 
State University 

Room 208 Napier 
Chaired by Biing-Shen Kuo, 
National Chengchi University 

Room 209 Napier 
Chaired by Degui Li, Monash 
University 

Room G03 Napier 
Chaired by Scott French, 
University of New South 
Wales 

  Room G04 Napier 
Chaired by Tim Fry, RMIT 
University  

Room LG24 Napier 
Chaired by Brett Graham, 
Xiamen University 

Room LG28 Napier 
Chaired by Wei-han Liu, La Trobe 
University 

Room LG29 Napier 
Chaired by Pim Heijnen, University 
of Groningen 

13.30 - 14.00 Efficient risk sharing under 
endogenous skill formation: 
quantitative implications 
Yuichiro Waki, University of 
Minnesota 

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

 Semiparametric Trending 
Panel Data Models with Cross
-Sectional Dependence 
Jia Chen, Monash University 

On the relationship between 
bargaining and tariffs 
Tomohiro Ara, UNSW 

  Anchoring Vignettes and Child 
Respiratory Health 
Eibhlin Hudson, RMIT University 

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

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

Environmental Policy and the 
Macroeconomy under Shallow-Lake 
Dynamics 
Pim Heijnen, University of 
Groningen 

14.00 - 14.30 Dynamic Contracting with 
Stochastic Outside 
Opportunities and Costly 
Termination 
Cheng Wang, Iowa State 
University 

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

Estimation in Semiparametric 
Single-Index Panel Data 
aƻŘŜƭǎ ǿƛǘƘ CƛȄŜŘ 9ũŜŎǘǎ 
Degui Li, Monash University 

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

  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 the 
/ƘƛƴŜǎŜ CŀǊƳŜǊΩǎ /ŀƭŜƴŘŀǊ ƻƴ ǘƘŜ 
Equity Markets in East Asia 
Wei-han Liu, La Trobe University 

The Thin Green Line: The 
Transboundary Pollution Problem in 
a Coupled System of Shallow Lakes 
Stuart McDonald, University of 
Queensland 

14.30 - 15.00 Robust risk-return analysis of 
international portfolios 
Vitali Alexeev, University of 
Tasmania 

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

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

Growth Volatility and Trade: 
Evidence from the 1967-1975 
Closure of the Suez Canal 
Rasyad Parinduri, University 
of Nottingham Malaysia 
Campus 

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

Estimation of Discrete 
Sequential Move Games of 
Perfect Information 
Brett Graham, Xiamen 
University 

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

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

15.00 - 15.30 Foyer 102, Napier           Afternoon Tea Break, Sponsored by Pearson 

15.30 - 17.00 Invited and Contributed Sessions               

  Time Series Econometrics 
(paired invited) 

Experimental Economics Macroeconomics (Business 
Cycles) 

Agricultural, Environmental 
and Resource Economics 

  Applied Economics/ 
Econometrics (Labor and 
Employment)  

Financial Econometrics Public Economics/ Microeconomic 
Policy (Labor and Political Economy) 

Applied Macroeconomics/ 
Macroeconometrics 

  Room 102 Napier 
Chaired by Heather Anderson, 
Monash University 

Room 208 Napier 
Chaired by Changxia Ke, Max 
Planck Institute for Tax Law and 
Public Finance 

Room 209 Napier 
Chaired by Sinchan Mitra, 
University of Queensland 

Room G03 Napier 
Chaired by Darko Jus, 
University of Munich 

  Room G04 Napier 
Chaired by Sue Richardson, 
Flinders University 

Room LG24 Napier 
Chaired by Bruce Chen, 
Monash University 

Room LG28 Napier 
Chaired by David Byrne, University of 
Melbourne 

Room LG29 Napier 
Chaired by Prasad Bhattacharya, 
Deakin University 

15.30 - 16.00 Autoregressive Conditional 
Models for Interval-Valued 
Time Series Data 
Yongmiao Hong, Cornell 
University 

Commitment, Cooperation and 
Voluntary 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 

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

Nonparametric Calibration of 
Time-varying Coefficients 
Realized Volatility Model 
Bruce Chen, Monash University 

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

The economic value of co-movement 
between oil price and exchange rate 
using copula-based GARCH models 
Chih Chiang Wu, Yuan Ze University 

16.00 - 16.30 Brothers in Arms - An Experiment 
on the Alliance Puzzle 
Changxia Ke, Max Planck 
Institute for Tax Law and Public 
Finance 

Identifying government 
spending shocks considering 
the timing of news for 
Australian economy 
Altaf Alam, University of 
Adelaide 

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

  Employment Effects of Army 
{ŜǊǾƛŎŜ ŀƴŘ ±ŜǘŜǊŀƴǎΩ 
Compensation: Evidence from 
the Australian Vietnam-Era 
Conscription Lotteries 
Peter Siminski, University of 
Wollongong 

Estimation of operational risks 
using a semi-parametric 
approach 
Ainura Tursunalieva, Monash 
University 

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

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

Testing for equality of 
correlation structure 
Francisco Hidalgo (Moreno), 
London School of Economics 

  

16.30 - 17.00 Gender Differences in Social 
Preferences: Are Women More 
Sensitive to Experimental Context 
than Men? 
Jianlin Zhang, Singapore Institute 
of Management 

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

   Dynamics of Household 
Joblessness at the Micro Level: 
Evidence from Australia 2001-
2007 
Guyonne Kalb, University of 
Melbourne 

Extreme Market Risk-An 
Extreme Value Theory 
Approach 
Abhay Singh, Edith Cowan 
University 

Estimating net child care price elasticity 
of partnered women with preschool 
children using discrete structural labour 
supply-child care model 
Xiaodong Gong, University of Canberra 

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

17.10 - 18.10 A W Phillips Lecture 
Panel versus Cross-Sectional Data 
Cheng Hsiao, University of Southern California 

Room 102, Napier 
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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Program - Thursday 7 July  
08.00 - 09.00 Registration Opens   Foyer 102, Napier           

09.00 - 10.30 Invited and Contributed Sessions                

  Macroeconomics (Labour 
Markets) 

Microeconomics/Game Theory Microeconomics/Industrial 
Organisation 

Health Economics/Public 
Health Policy 

  Applied Economics/ Econometrics 
(Model Choice and Selection) 

Time Series Econometrics (Testing)  Financial Econometrics Financial Economics/ Applied 
Finance 

  Room 102 Napier 
Chaired by Alfred Haug, 
University of Otago 

Room 208 Napier 
Chaired by Markus Schaffner, 
QUT 

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

Room G03 Napier 
Chaired by Risti Permani, 
School of Economics 

  Room G04 Napier 
Chaired by Jordi Mckenzie, 
University of Sydney 

Room LG24 Napier 
Chaired by Laurent Callot, Aarhus 
University 

Room LG28 Napier 
Chaired by Cheolbeom Park, 
Korea University 

Room LG29 Napier 
Chaired by Ruey Yau, National 
Central University 

09.00 - 09.30 Empirical Evidence on Inflation 
and Unemployment in the 
Long Run 
Alfred Haug, University of 
Otago 

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

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

Revisiting the Link between 
Maternal Employment and 
School-Aged Children Health 
Status in Developing 
Countries: An Instrumental 
Variable Approach 
Risti Permani, School of 
Economics 

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

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

A Density-based Approach to 
Hypothesis Testing via Variance 
Ratios 
Haotian Chen, Monash University 

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

09.30 - 10.00 The Ins and Outs of 
Unemployment in Japan 
Norikazu Tawara, Kanto 
gakuen University   

Expectation Formation and Risk-
Taking under Uncertainty: 
Evidence from Car Race 
Experiments 
Markus Schaffner, QUT 

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

The Impact of Fertility on 
aƻǘƘŜǊǎΩ [ŀōƻǳǊ {ǳǇǇƭȅ ƛƴ 
Australia: Evidence from 
Exogenous Variation in 
Family Size 
Julie Moschion, MIAESR 

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

Testing Granger Causality in 
Continuous-Time Models 
Sai Man Simon Kwok, Cornell 
University 

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

Country-Specific Idiosyncratic 
Risk and Global Equity Index 
Returns 
Ruey Yau, National Central 
University 

10.00 - 10.30 Changing Workers' Types and 
Inefficient Decisions in Job-to-
Job Transitions 
Keisuke Kawata, Osaka 
University 

Three impossibility theorems, 
two independence axioms and 
one unified proof 
Shino Takayama, The University 
of Queensland 

Strategic Location Choice and 
Network Formation for Entry 
Keizo Mizuno, Kwansei Gakuin 
University 

tŀǊŜƴǘǎΩ ǇŜǊŎŜǇǘƛƻƴ ƻŦ ǘƘŜƛǊ 
children's weight 
Hielke Buddelmeyer, The 
University of Melbourne 

  Consistency of Hedonic Price 
Indexes with Unobserved 
Characteristics 
Iqbal 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 
Price-Dividend Ratio: Implications 
of Structural Breaks 
Cheolbeom Park, Korea University 

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

10.30 - 11.00 Morning Tea Break, Sponsored by the Productivity Commission   Foyer 102, Napier           

11.00 - 12.30 Joseph Fisher Lecture 
Can Asia grow fast on its own?  
Peter Petri, Brandeis University     

Room 102, Napier 
Chaired by Christopher Findlay, University of Adelaide 

     

12.30 - 13.30 Bonython Hall        Lunch Break, Sponsored by the Productivity Commission 

13.00 - 13.30 ESAM Annual Meeting    Room 102, Napier           

13.30 - 15.00 Invited and Contributed Sessions                

  Non- & Semi-Parametric 
Econometrics  (paired invited) 

Microeconomics/Game Theory Time Series Econometrics Public Economics/ 
Microeconomic Policy 

  Applied Economics/ Econometrics 
(Distribution and Productivity) 

Econometric Estimation (High 
Dimensional) 

Financial Economics/ Applied 
Finance 

Macroeconometrics of 
Recurrent Events 

  Room 102 Napier 
Chaired by William Griffiths, 
University of Melbourne 

Room 208 Napier 
Chaired by Uwe Dulleck, 
Queensland University of 
Technology 

Room 209 Napier 
Chaired by Jose Da Fonseca, 
Auckland University of 
Technology 

Room G03 Napier 
Chaired by Jennifer Steele, 
University of Auckland 

  Room G04 Napier 
Chaired by Jill Wright, Monash 
University 

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

Room LG28 Napier 
Chaired by Susan Thorp, 
University of Technology, Sydney 

Room LG29 Napier 
Chaired by Don Harding, La 
Trobe University 

13.30 - 14.00 Bayesian analysis of moment 
restriction models using 
nonparametric priors 
Yuichi Kitamura, Yale 
University 

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

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

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

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

Euler Equation Estimation on Micro 
Data 
Kadir Atalay, UNSW 

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

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

14.00 - 14.30 Temporary buyout option in 
second price Internet auctions: 
Theory and evidence from eBay 
Che XiaoGang, The University of 
Sydney 

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

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

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

Dimension reduction and model 
averaging for estimation of artists' 
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 National 
University 

Particle filtering within 
adaptive MH sampling 
Robert Kohn, University of  
New South Wales 

  

14.30 - 15.00 The Good, the Bad and the 
Naive: Do Fair Prices Signal Good 
Experts or Do Fair Prices Induce 
Good Behaviour 
Uwe Dulleck, Queensland 
University of Technology 

Nonmonotonic Standardized 
Bias of Bipower Variation in 
Volatile & Fast Mean-reverting 
Stochastic Volatility Processe 
Taesuk Lee, University of 
Auckland 

aŀƭŀȅǎƛŀΩǎ 
Telecommunications Sector: 
An Efficiency and 
Productivity Analysis 
Lee Yoong Hon, University of 
Nottingham in Malaysia 

  Public Infrastructure and 
Productivity in Australia: Evidence 
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 School 
of Business 

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

Detecting and Predicting 
Recessions 
Don Harding, LaTrobe University 
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08.00 - 09.00 Registration Opens   Foyer 102, Napier           

09.00 - 10.30 Invited and Contributed Sessions                

  Macroeconomics (Labour 
Markets) 

Microeconomics/Game Theory Microeconomics/Industrial 
Organisation 

Health Economics/Public 
Health Policy 

  Applied Economics/ Econometrics 
(Model Choice and Selection) 

Time Series Econometrics (Testing)  Financial Econometrics Financial Economics/ Applied 
Finance 

  Room 102 Napier 
Chaired by Alfred Haug, 
University of Otago 

Room 208 Napier 
Chaired by Markus Schaffner, 
QUT 

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

Room G03 Napier 
Chaired by Risti Permani, 
School of Economics 

  Room G04 Napier 
Chaired by Jordi Mckenzie, 
University of Sydney 

Room LG24 Napier 
Chaired by Laurent Callot, Aarhus 
University 

Room LG28 Napier 
Chaired by Cheolbeom Park, 
Korea University 

Room LG29 Napier 
Chaired by Ruey Yau, National 
Central University 

09.00 - 09.30 Empirical Evidence on Inflation 
and Unemployment in the 
Long Run 
Alfred Haug, University of 
Otago 

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

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

Revisiting the Link between 
Maternal Employment and 
School-Aged Children Health 
Status in Developing 
Countries: An Instrumental 
Variable Approach 
Risti Permani, School of 
Economics 

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

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

A Density-based Approach to 
Hypothesis Testing via Variance 
Ratios 
Haotian Chen, Monash University 

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

09.30 - 10.00 The Ins and Outs of 
Unemployment in Japan 
Norikazu Tawara, Kanto 
gakuen University   

Expectation Formation and Risk-
Taking under Uncertainty: 
Evidence from Car Race 
Experiments 
Markus Schaffner, QUT 

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

The Impact of Fertility on 
aƻǘƘŜǊǎΩ [ŀōƻǳǊ {ǳǇǇƭȅ ƛƴ 
Australia: Evidence from 
Exogenous Variation in 
Family Size 
Julie Moschion, MIAESR 

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

Testing Granger Causality in 
Continuous-Time Models 
Sai Man Simon Kwok, Cornell 
University 

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

Country-Specific Idiosyncratic 
Risk and Global Equity Index 
Returns 
Ruey Yau, National Central 
University 

10.00 - 10.30 Changing Workers' Types and 
Inefficient Decisions in Job-to-
Job Transitions 
Keisuke Kawata, Osaka 
University 

Three impossibility theorems, 
two independence axioms and 
one unified proof 
Shino Takayama, The University 
of Queensland 

Strategic Location Choice and 
Network Formation for Entry 
Keizo Mizuno, Kwansei Gakuin 
University 

tŀǊŜƴǘǎΩ ǇŜǊŎŜǇǘƛƻƴ ƻŦ ǘƘŜƛǊ 
children's weight 
Hielke Buddelmeyer, The 
University of Melbourne 

  Consistency of Hedonic Price 
Indexes with Unobserved 
Characteristics 
Iqbal 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 
Price-Dividend Ratio: Implications 
of Structural Breaks 
Cheolbeom Park, Korea University 

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

10.30 - 11.00 Morning Tea Break, Sponsored by the Productivity Commission   Foyer 102, Napier           

11.00 - 12.30 Joseph Fisher Lecture 
Can Asia grow fast on its own?  
Peter Petri, Brandeis University     

Room 102, Napier 
Chaired by Christopher Findlay, University of Adelaide 

     

12.30 - 13.30 Bonython Hall        Lunch Break, Sponsored by the Productivity Commission 

13.00 - 13.30 ESAM Annual Meeting    Room 102, Napier           

13.30 - 15.00 Invited and Contributed Sessions                

  Non- & Semi-Parametric 
Econometrics  (paired invited) 

Microeconomics/Game Theory Time Series Econometrics Public Economics/ 
Microeconomic Policy 

  Applied Economics/ Econometrics 
(Distribution and Productivity) 

Econometric Estimation (High 
Dimensional) 

Financial Economics/ Applied 
Finance 

Macroeconometrics of 
Recurrent Events 

  Room 102 Napier 
Chaired by William Griffiths, 
University of Melbourne 

Room 208 Napier 
Chaired by Uwe Dulleck, 
Queensland University of 
Technology 

Room 209 Napier 
Chaired by Jose Da Fonseca, 
Auckland University of 
Technology 

Room G03 Napier 
Chaired by Jennifer Steele, 
University of Auckland 

  Room G04 Napier 
Chaired by Jill Wright, Monash 
University 

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

Room LG28 Napier 
Chaired by Susan Thorp, 
University of Technology, Sydney 

Room LG29 Napier 
Chaired by Don Harding, La 
Trobe University 

13.30 - 14.00 Bayesian analysis of moment 
restriction models using 
nonparametric priors 
Yuichi Kitamura, Yale 
University 

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

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

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

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

Euler Equation Estimation on Micro 
Data 
Kadir Atalay, UNSW 

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

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

14.00 - 14.30 Temporary buyout option in 
second price Internet auctions: 
Theory and evidence from eBay 
Che XiaoGang, The University of 
Sydney 

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

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

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

Dimension reduction and model 
averaging for estimation of artists' 
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 National 
University 

Particle filtering within 
adaptive MH sampling 
Robert Kohn, University of  
New South Wales 

  

14.30 - 15.00 The Good, the Bad and the 
Naive: Do Fair Prices Signal Good 
Experts or Do Fair Prices Induce 
Good Behaviour 
Uwe Dulleck, Queensland 
University of Technology 

Nonmonotonic Standardized 
Bias of Bipower Variation in 
Volatile & Fast Mean-reverting 
Stochastic Volatility Processe 
Taesuk Lee, University of 
Auckland 

aŀƭŀȅǎƛŀΩǎ 
Telecommunications Sector: 
An Efficiency and 
Productivity Analysis 
Lee Yoong Hon, University of 
Nottingham in Malaysia 

  Public Infrastructure and 
Productivity in Australia: Evidence 
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 School 
of Business 

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

Detecting and Predicting 
Recessions 
Don Harding, LaTrobe University 
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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 the 
ƻŶŎƛŀƭ ²ŜƭŎƻƳŜ wŜŎŜǇǘƛƻƴΦ  
 
 
 

 
 
Meeting Dinner 
Wednesday, 6 July 2011 
18:30 - 22:30 
Crowne Plaza Adelaide, Hindmarsh Ballroom 
Dress Standards: Smart Casual 
 
Enjoy a relaxing night of fabulous food, 
wine & good company. Featuring stunning 
views over the city of Adelaide, the Crowne 
Plaza Adelaide is a great place to dine.   

Program - Thursday 7 July (continued) 

15.00 - 15.30 Foyer 102, Napier            Afternoon Tea Break, Sponsored by the Productivity Commission 

15.30 - 17.00 Invited and Contributed Sessions                

  Financial Econometrics 
(paired invited) 

Experimental Economics Macroeconomics (Fiscal 
Policy and Interest Rate) 

Applied Economics/ 
Econometrics (dynamic and 
switching modeling) 

  Agricultural, Environmental and 
Resource Economics 

Non- and Semi-Parametric 
Econometrics 

Economics of Education Search and Matching Models in 
the Labor Markets 

  Room 102 Napier 
Chaired by Ralf Zurbrugg, 
University of Adelaide 

Room 208 Napier 
Chaired by Jonas Fooken, Queensland 
University of Technology 

Room 209 Napier 
Chaired by Guglielmo Maria 
Caporale, Brunel University 

Room G03 Napier 
Chaired by Roland Shami, 
Monash University 

  Room G04 Napier 
Chaired by Kym Anderson, 
University of Adelaide 

Room LG24 Napier 
Chaired by Jason Ng, Monash 
University 

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

Room LG29 Napier 
Chaired by Thomas Lubik, Federal 
Reserve Bank of Richmond 

15.30 - 16.00 The Leverage Effect 
Puzzle: Disentangling 
Sources of Bias in High 
Frequency Inference 
Yacine Ait-Sahalia, 
Princeton University 
Sponsored by Business 
School, University of 

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

Inflation and Inflation 
Uncertainty in the Euro Area 
Guglielmo Maria Caporale, 
Brunel University 

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

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

Non-Parametric Estimation of 
Forecast Distributions in Non-
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 of 
New Zealand 

16.00 - 16.30 The impact of Asian migration 
investigated in an experimental labor 
market 
Jonas Fooken, Queensland University 
of Technology 

Fiscal Fatigue, Fiscal Space 
and Debt Sustainability in 
Advanced Countries 
Jonathan Ostry, 
International Monetary Fund 

Modelling the Australian 
output by state and by 
industry 
Roland Shami, Monash 
University 

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

Estimation of copula models with 
discrete margins 
Mohamad Khaled, The University 
of Sydney 

A second chance at education for 
early school leavers 
Cain Polidano, University of 
Melbourne 

The Shifting and Twisting 
Beveridge Curve: An Aggregate 
Perspective 
Thomas Lubik, Federal Reserve 
Bank of Richmond 

Efficient Semiparametric 
Estimation of the Fama-
French Model and 
Extensions 
Oliver Linton, London 
School of Economics 

  

16.30 - 17.00 Estimating Perceptions of 
Discrimination: Experimental 
Economics in Schools 
Lionel Page, Queensland University of 
Technology 

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

Dirichlet Process Multiple Change
-point Model 
Stanley Iat-Meng Ko, The Chinese 
University of Hong Kong 

The Effect of Primary School 
Availability on Middle School 
Attainment in Rural China 
Li Li, National University of 
Singapore 

Skill-Based Wage Determination, 
Wage Dispersion and 
Unemployment 
Benoit Julien, School of Economics 

17.10 - 18.10 Ted Hannan Lecture 
Averaging and Shrinkage in Econometrics 
Bruce Hansen, University of Wisconsin 

Room 102, Napier 
Chaired by Robert Kohn, University of New South Wales 
Sponsored by the National Centre for Econometric 
Research (NCER) 

         

18.10 - 18.20 Concluding Remarks   Room 102, Napier        
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15.00 - 15.30 Foyer 102, Napier            Afternoon Tea Break, Sponsored by the Productivity Commission 

15.30 - 17.00 Invited and Contributed Sessions                

  Financial Econometrics 
(paired invited) 

Experimental Economics Macroeconomics (Fiscal 
Policy and Interest Rate) 

Applied Economics/ 
Econometrics (dynamic and 
switching modeling) 

  Agricultural, Environmental and 
Resource Economics 

Non- and Semi-Parametric 
Econometrics 

Economics of Education Search and Matching Models in 
the Labor Markets 

  Room 102 Napier 
Chaired by Ralf Zurbrugg, 
University of Adelaide 

Room 208 Napier 
Chaired by Jonas Fooken, Queensland 
University of Technology 

Room 209 Napier 
Chaired by Guglielmo Maria 
Caporale, Brunel University 

Room G03 Napier 
Chaired by Roland Shami, 
Monash University 

  Room G04 Napier 
Chaired by Kym Anderson, 
University of Adelaide 

Room LG24 Napier 
Chaired by Jason Ng, Monash 
University 

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

Room LG29 Napier 
Chaired by Thomas Lubik, Federal 
Reserve Bank of Richmond 

15.30 - 16.00 The Leverage Effect 
Puzzle: Disentangling 
Sources of Bias in High 
Frequency Inference 
Yacine Ait-Sahalia, 
Princeton University 
Sponsored by Business 
School, University of 

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

Inflation and Inflation 
Uncertainty in the Euro Area 
Guglielmo Maria Caporale, 
Brunel University 

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

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

Non-Parametric Estimation of 
Forecast Distributions in Non-
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 of 
New Zealand 

16.00 - 16.30 The impact of Asian migration 
investigated in an experimental labor 
market 
Jonas Fooken, Queensland University 
of Technology 

Fiscal Fatigue, Fiscal Space 
and Debt Sustainability in 
Advanced Countries 
Jonathan Ostry, 
International Monetary Fund 

Modelling the Australian 
output by state and by 
industry 
Roland Shami, Monash 
University 

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

Estimation of copula models with 
discrete margins 
Mohamad Khaled, The University 
of Sydney 

A second chance at education for 
early school leavers 
Cain Polidano, University of 
Melbourne 

The Shifting and Twisting 
Beveridge Curve: An Aggregate 
Perspective 
Thomas Lubik, Federal Reserve 
Bank of Richmond 

Efficient Semiparametric 
Estimation of the Fama-
French Model and 
Extensions 
Oliver Linton, London 
School of Economics 

  

16.30 - 17.00 Estimating Perceptions of 
Discrimination: Experimental 
Economics in Schools 
Lionel Page, Queensland University of 
Technology 

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

Dirichlet Process Multiple Change
-point Model 
Stanley Iat-Meng Ko, The Chinese 
University of Hong Kong 

The Effect of Primary School 
Availability on Middle School 
Attainment in Rural China 
Li Li, National University of 
Singapore 

Skill-Based Wage Determination, 
Wage Dispersion and 
Unemployment 
Benoit Julien, School of Economics 

17.10 - 18.10 Ted Hannan Lecture 
Averaging and Shrinkage in Econometrics 
Bruce Hansen, University of Wisconsin 

Room 102, Napier 
Chaired by Robert Kohn, University of New South Wales 
Sponsored by the National Centre for Econometric 
Research (NCER) 

         

18.10 - 18.20 Concluding Remarks   Room 102, Napier        
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Keynote Speakers - Abstract & 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 non-sparse (semi-parametric) 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, two-stage 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 Tryge 
Haavelmo Professor of Economics at the University of Wisconsin, and previously held positions at the University of Rochester 
(1989-1994) and Boston College (1994-1998). He was Co-Editor of Econometric Theory during 1995-2008 and Associate Editor 
of Econometrica for the period 1996-2008. 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 Policy) 
 

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

In this lecture, I examine use game theoretical models to characterize the model the strategic interactions between parents 
and adolescents over the (undesirable) behaviors of teens. I explore the implications of alternative assumptions about what is 
common knowledge to both parties and what is private to each. I show that some of these models provide implications that 
are testable with available data and I report on results of these tests. I also discuss more recent work with collaborators in 
ǿƘƛŎƘ ǘƘŀǘ ŀ ōǊƻŀŘŜǊ Ŏƭŀǎǎ ƻŦ ǊŜŀŎǘƛƻƴ ŦǳƴŎǘƛƻƴǎ ŦǊƻƳ ƎŀƳŜǎ ōŜǘǿŜŜƴ ǇŀǊŜƴǘǎ ŀƴŘ ǘƘŜƛǊ ŎƘƛƭŘǊŜƴ Ŏŀƴ ōŜ ƛŘŜƴǘƛŦƛŜŘ ǿƛǘƘ άǇǊƛǾŀǘe 
ƛƴŦƻǊƳŀǘƛƻƴέ ƛƴǎǘǊǳƳŜƴǘŀƭ ǾŀǊƛŀōƭŜǎ ƳŜǘƘƻŘǎΦ  
 

Biography 
V. Joseph Hotz is the Arts and Sciences Professor of Economics at Duke University. He specializes in the areas of labor 
economics, economics of the family, applied econometrics, and evaluating the impact of social programs. His current research 
focuses on game-theoretic 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 identification and 
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. Cross-Sectional Data 
 

Panel date, by blending the inter-individual differences with intra-individual dynamics allows a researcher to consider more 
complicated behavioural hypotheses than a cross-sectional data can allow. It can also simplify statistical inference in many 
cases through the exploitation of the multi-dimensional 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 can 
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 edition of Analysis of Panel Data, Econometrics Society 
Monographs 11 and 34, Cambridge University Press, 1986 and 2003.  He has published more than 120 scholarly articles in top 
econometrics and economics journals.  He has also served on the advisory board of various academic institutions.  He is a 
fellow of the Econometric society, co-editor and fellow of the Journal of Econometrics, a fellow of Modelling and Simulation 
Society of Australia and New Zealand and an Academician of the Academia Sinica, Taipei.  
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Keynote Speakers - Abstract & Biography (continued) 
 
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 interaction 
between any two individuals is insufficiently frequent to provide incentives to exchange favors over time, but where the social 
pressure of the possible loss of multiple relationships can sustain exchange. We characterize the network patterns of exchange 
that are robust in a sense that deleted relationships only result in a local loss of favor exchange. Such robustness necessitates 
άǎƻŎƛŀƭ ǉǳƛƭǘǎέΥ ƴŜǘǿƻǊƪǎ ǘƘŀǘ ŀǊŜ ǘǊŜŜ-like unions of completely connected subnetworks. More generally, with heterogeneity in 
ŀƎŜƴǘǎΩ Ŏƻǎǘǎ ŀƴŘ ōŜƴŜŦƛǘǎ ŦǊƻƳ ŦŀǾƻǊǎΣ Ǌƻōǳǎǘ ƴŜǘǿƻǊƪǎ ŀǊŜ ǎǳŎƘ ǘƘŀǘ ŀƭƭ ƭƛƴƪǎ ŀǊŜ άǎǳǇǇƻǊǘŜŘέΥ ŀƴȅ ǇŀƛǊ ƻŦ ƛƴŘƛǾƛŘǳŀƭǎ 
exchanging favors must have a common friend. We show that favor exchange networks in 75 villages in rural India exhibit a 
ŦǊŜǉǳŜƴŎȅ ƻŦ ǘƘƛǎ ǎƻǊǘ ƻŦ ǎǳǇǇƻǊǘ ǘƘŀǘ ƛǎ ǎƛƎƴƛŦƛŎŀƴǘƭȅ ƘƛƎƘŜǊ ǘƘŀƴ ŀ ǎǘŀƴŘŀǊŘ ΨŎƭǳǎǘŜǊƛƴƎΩ ƳŜŀǎǳǊŜΦ ²Ŝ ŀƭǎƻ ŦƛƴŘ ǎƻƳŜ ǎƛƎƴƛŦicant 
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 of 
the Santa Fe Institute.  He received his BA from Princeton University in 1984 and his PhD from Stanford University in 1988.  
Jackson's research interests include the study of social and economic networks.  He has also made contributions in game 
theory, mechanism design, political economy, and microeconomic theory.  Jackson has received the Social Choice and Welfare 
Prize, a Guggenheim Fellowship, the B.E.Press Arrow Prize for Senior Economists, and has delivered the Nancy Schwartz 
Lecture and the Fischer Schultz Lecture.  He is a Fellow of the Econometric Society and the American Academy of Arts and 
Sciences.   
 

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

Abstract 
Can Asia grow fast on its own?  
 

aƻǎǘ ŎǳǊǊŜƴǘ ǇǊƻƧŜŎǘƛƻƴǎ ŜƴǾƛǎƛƻƴ !ǎƛŀΩǎ ŜƳŜǊƎƛƴƎ ŜŎƻƴƻƳƛŜǎ ōŜŎƻƳƛƴƎ ǘƘŜ ƭŀǊƎŜǎǘ ŜŎƻƴƻƳƛŎ ƎǊƻǳǇ ƛƴ ǘƘŜ ǿƻǊƭŘ ƛƴ ǘƘŜ ƴŜȄǘ 
two decades. Yet an increasing number of observers also warns that Asia's growth processes are unsustainable and could lead 
ƛƴǎǘŜŀŘ ǘƻ ŀ άƳƛŘŘƭŜ ƛƴŎƻƳŜ ǘǊŀǇΦέ ¢Ƙƛǎ ǇŀǇŜǊ ŜȄŀƳƛƴŜǎ ŎǳǊǊŜƴǘ ƎǊƻǿǘƘ ŜƴƎƛƴŜǎ ŀƴŘ ǘƘƻǎŜ ǘƘŀǘ ƳƛƎƘǘ ǊŜǇƭŀŎŜ ǘƘŜƳΦ Lǘ 
identifies major sources of autonomous demand growthτmiddle class consumption, urbanization and infrastructure 
developmentτand, 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 School (IBS) and 
Senior Fellow of the East-West 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 appointments at the 
Asian Development Bank Institute, the Brookings Institution, Fudan University, Keio University, Peking University, the OECD 
and the World Bank, and consults for numerous international organizations and governments. He serves on the editorial 
boards of journals dedicated to Asia-Pacific research and is the Convener of the East-West 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 Center 
Consortium. He received A.B. and Ph.D. degrees in economics from Harvard University.  
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Professor  Yacine Ait-Sahalia, 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 volatility. A natural 
estimate consists in using the empirical correlation between the daily returns and the changes of daily volatility estimated from 
high-frequency data. The puzzle lies in the fact that such an intuitively natural estimate yields nearly zero correlation for most 
assets tested, despite the many economic reasons for expecting the estimated correlation to be negative. To better understand 
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, to estimation 
error, and to market microstructure noise. This decomposition enables us to propose bias correction methods for estimating 
the leverage effect.   
 

Biography 
Yacine Aït-Sahalia is the Otto A. Hack 1903 Professor of Finance and Economics and Director of the Bendheim Center for 
Finance at Princeton University. Prior to joining Princeton in 1998, he was Professor of Finance at the University of Chicago 
DǊŀŘǳŀǘŜ {ŎƘƻƻƭ ƻŦ .ǳǎƛƴŜǎǎΣ ǊŜŎŜƛǾŜŘ Ƙƛǎ tƘ5 ƛƴ 9ŎƻƴƻƳƛŎǎ ŦǊƻƳ aL¢ ƛƴ мффо ŀƴŘ ƛǎ ŀ ƎǊŀŘǳŀǘŜ ƻŦ CǊŀƴŎŜΩǎ 9ŎƻƭŜ 
Polytechnique. He has published widely in leading academic journals and has been distinguished for research and teaching 
excellence. He is an elected fellow of the Institute of Mathematical Statistics, the Econometric Society and the American 
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 Japan 
1990-2000  
 

We use a rich dataset of regional government expenditures for Japan during the 1990-2000 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 consistent with 
macro model that emphasize the supply-side effects of fiscal policy during times of financial crisis.  
 

Biography 
aŀǊƪǳǎ .ǊǳŎƪƴŜǊ ƛǎ ŀ {ŜƴƛƻǊ [ŜŎǘǳǊŜǊ ŀǘ ǘƘŜ ¦ƴƛǾŜǊǎƛǘȅ ƻŦ !ŘŜƭŀƛŘŜΩǎ {ŎƘƻƻƭ ƻŦ 9ŎƻƴƻƳƛŎǎΦ IŜ ƘƻƭŘǎ ŀ tƘ5 ƛƴ 9ŎƻƴƻƳƛŎǎ ŦǊƻƳ 
Universitat Pompeu Fabra. His main areas of research are applied macroeconomics and political economy. He has published in 
leading academic journals such as Econometrica, The Review of Economics and Statistics, The Economic Journal, and The 
European Economic Review. His research has also received coverage by the press including The Economist, The New York 
Times, The Financial Times, Bloomberg, and The Wall Street Journal. 
 

Professor Michael C. Burda, Humboldt-Universität zu Berlin (Macroeconomics) 
 

Abstract 
Payroll Taxes, Social Insurance and Business Cycles 
  

Payroll taxes represent a major distortionary influence of governments on labor 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 
ǊŜƴŘŜǊǎ ƎǊƻǎǎ ǿŀƎŜǎ ƳƻǊŜ ǊƛƎƛŘ ƻǾŜǊ ǘƘŜ ŎȅŎƭŜ ŀƴŘΣ ŀǎ ŀ ǊŜǎǳƭǘΣ ǎǘǊŜƴƎǘƘŜƴǎ ǘƘŜ ƳƻŘŜƭΩǎ ŜƴŘƻƎŜƴƻǳǎ ǇǊƻǇŀƎŀǘƛƻƴ ƳŜŎƘŀƴƛǎƳΦ 
For conventional calibrations, the model generates a negatively sloped Beveridge curve as well as substantial volatility and 
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 of 
Management and Technology. He received his BA in 1981 and PhD from Harvard University in 1987. He has also taught at 
INSEAD (Fontainebleau) and Berkeley. His recent research interests include macroeconomic implications of search frictions and 
matching, the effects of wage bargaining for the empirical wage distribution, and the impact of labor market institutions on the 
covariance structure of working hours and employment. In 1998 he received the Gossen Prize of the Verein für Socialpolitik 
(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 uncovered 
interest parity regressions in international finance. The economic and financial variables used in such models are available at 
high frequencies over long spans of time. However, if based directly on their high frequency observations, the usual regression 
method yields invalid inference. This is mainly due to the persistent stochastic volatilities that are widely observed in their high 
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 all 
standard inferential procedures. As empirical illustrations, the Fama-French factor pricing model and the uncovered interest 
parity regression derived under no arbitrage condition are analyzed using the new methodology.  
 

Biography 
¸ƻƻǎƻƻƴ /ƘŀƴƎ όtƘΦ5ΦΣ ¸ŀƭŜ ¦ƴƛǾŜǊǎƛǘȅΣ мффрύ ƛǎ tǊƻŦŜǎǎƻǊ ƻŦ 9ŎƻƴƻƳƛŎǎ ŀǘ LƴŘƛŀƴŀ ¦ƴƛǾŜǊǎƛǘȅΦ /ƘŀƴƎΩǎ ǊŜǎŜŀǊŎƘ ŀƴŘ ǘŜŀŎƘƛƴƎ 
interests are in time series and panel data econometrics and their applications in macroeconomics and finance. She has 
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 high 
frequencies where she uses the data collected at higher frequencies to deal with inferential difficulties in models estimated at 
ŎƻƴǾŜƴǘƛƻƴŀƭ ƭƻǿ ŦǊŜǉǳŜƴŎƛŜǎΦ /ƘŀƴƎΩǎ ǊŜǎŜŀǊŎƘ Ƙŀǎ ōŜŜƴ ǇǳōƭƛǎƘŜŘ ƛƴ Review of Economic Studies, Journal of Econometrics, 
Econometric Theory, Econometric Reviews, Journal of Time Series Analysis and Econometrics Journal. Before 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 department 
head and Naomi Lewis faculty fellow of liberal arts. She is an associate editor of Time Series Econometrics, an editorial board 
member of Korean Economics Review, a scientific committee member of International Symposium on Econometric Theory and 
Applications. She is also an external fellow of Granger Centre for Time Series Econometrics at Nottingham University and an 
external associate of Centre for Econometric Analysis at Cass Business School in London, and a member of the Committee on 
the Status of Women in the Economics Profession. 

 
Professor Xiaohong Chen,  Yale University (Econometrics) 
 

Abstract 
Sieve inference of semi/nonparametric time series models  
 

In this talk, I 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 of sieve M-
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 semi-nonparametric 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 self-normalized functional of the sieve estimator is asymptotically normal and its studentized version is 
asymptotically t-distributed. 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 semiparametric two-step estimation procedure, where an 
infinite dimensional parameter h is first estimated by sieve M estimation and a finite dimensional parameter ʻ is estimated by 
GMM given the first-step 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 parametric two-step GMM.  
 

Biography 
Xiaohong Chen is Professor of Economics at Yale University. She obtained her Ph.D. in 1993 from the University of California, 
San Diego. Her research interests include econometric theory, and semiparametric, nonparametric and financial econometrics. 
She is an elected Fellow of the Econometric Society since 2007. She is/was on the editorial board of several top journals 
including Econometrica, Review of Economic Studies, Journal of Econometrics, Econometric Theory, the Econometrics Journal. 
Chen has published articles in leading econometrics and statistics journals including: Econometrica, Review of Economic 
Studies, Annals of Statistics, Journal of the American Statistical Association, Journal of Econometrics, Journal of Applied 
Econometrics, Econometric Theory, Review of Economics and Statistics, the Econometrics Journal, Statistica Sinica, among 
others. Her papers win the best paper awards of Journal of Econometrics (2006 and 2007), Journal of Applied Econometrics 
(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 hypothesis 
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 root-n consistent. Finally we describe a Monte-Carlo 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 of 
Texas A&M. He is Editor of Journal of Time Series Analysis and Associate Editor of Journal of Econometrics, and he was 
Associate Editor of Econometric Theory and TEST. He is a fellow of the Journal of Econometrics. His main interest is Time Series 
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 Interval-Valued Time Series Data 
 

An interval-valued observation in a time period contains more information than a point-valued observation in the same time 
period. Examples of interval data include the maximum and minimum temperatures in a day, the maximum and minimum GDP 
growth rates in a year, the maximum and minimum stock prices in a trading day, the ask and bid prices in a trading period, the 
long term and short term interest, and the 90%-tile and 10%-tile incomes of a cohort in a year, etc. Interval forecasts may be of 
direct interest in practice, as it contains information on the range of variation and the level of economic variables. Moreover, 
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 interval-valued time series data. A minimum 
distance estimation method is developed to estimate the parameters of an ACI model, and the consistency and asymptotic 
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 risk factor, are 
significant in explaining excess stock returns, even after the stock market factors are controlled in regressions. This differs from 
the previous finding in the literature. 
 

Biography 
Yongmiao Hong is the Earnest S. Liu Professor of Economics and International Studies at Cornell University. He received his BS 
in Physics and MA in Economics from Xiamen University in 1985 and 1988 respectively, and his PHD in Economics from 
University of California, San Diego in 1993. He has been a faculty in Department of Economics and Department of Statistical 
Science at Cornell University since 1993.  
Yongmiao Hong's research interest includes econometric theory, nonlinear time series analysis, and financial econometrics. He 
publishes in Biometrika, Econometric Theory, Econometrica,  Journal of American Statistical Association, Journal of Business 
and Economic Statistics, Journal of Econometrics, Journal of Political Economy, Journal of Royal Statistical Society Series B, 
Quarterly Journal of Economics, Review of Economic Studies, Review of Economics and Statistics, and Review of Financial 
Studies. He was the President of Chinese Economists Society (2009-2010).   
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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 Bernstein-von 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 PhD 
from Yale University in 1993. He previously held positions at the University of Minnesota, the University of Wisconsin and the 
University of Pennsylvania. His recent research papers consider topics such as: nonparametric analysis of individual rationality 
and its application to policy analysis, statistical inference in the presence of inequality constraints, Bayesian nonparametric and 
semiparametric methods in econometrics, MCMC methods, nonparametric identification and estimation of models with 
unobserved heterogeneity, treatments of ill-posed 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, non-classical 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 particle filter, especially when the signal to noise ratio is high. This is especially important because using the particle 
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 proposed 
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 comparison 
straightforward. Obtaining the marginal likelihood is often difficult using other methods. Finally, we prove that the simulated 
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 direct and will 
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 and non-Gaussian 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. 
 

Data-driven bandwidth selection based on the gradient of an unknown regression function is considered. Uncovering gradients 
non-parametrically is of crucial importance across a broad range of economic environments such as determining risk premium 
or recovering distributions of individual preferences. The procedure developed here is shown to deliver bandwidths which 
have the optimal rate of convergence for the estimation of gradients. We provide a detailed theoretical account of this new 
approach to smoothing parameter selection. An important additional advantage of our proposed method over 
the conventional cross-validation bandwidth selection method is that our approach overcomes the tendency of traditional 
data driven approaches to engage in under smoothing. Both simulated and (several) empirical examples showcase 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 Texas 
A&M University. He worked at the University of Guelph, Canada, from 1991 to 1999, as an assistant, an associate and a full 
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, Annals 
of Statistics, among others. Li currently serves as an associate editor for Journal of Econometrics, Econometric Reviews, and 
Journal of Nonparametric Statistics. 
 

He also served in the past as a co-editor 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 Fama-French Model and Extensions  
 

This paper develops a new estimation procedure for characteristic-based factor models of stock returns. We treat the factor 
model as a weighted additive nonparametric regression model, with the factor returns serving as time-varying weights, and a 
set of univariate nonparametric functions relating security characteristic to the associated factor betas. We use a time-series 
and cross-sectional pooled weighted additive nonparametric regression methodology to simultaneously estimate the factor 
returns and characteristic-beta 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 three-factor Fama-French model, Carhart's 
four-factor extension of it adding a momentum factor, and a five-factor extension adding an own-volatility factor. We find that 
momentum and own-volatility 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 Markets Group.  Formerly 
Professor of Economics at Yale University. Fellow of the Econometric Society, Fellow of the Institute of Mathematical Statistics 
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, nonstationarity is 
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 Indiana 
¦ƴƛǾŜǊǎƛǘȅΦ tŀǊƪΩǎ ǊŜǎŜŀǊŎƘ ŀƴŘ ǘŜŀŎƘƛƴƎ ƛƴǘŜǊŜǎǘǎ ŀǊŜ ƛƴ ŜŎƻƴƻƳŜǘǊƛŎ ǘƘŜƻǊȅΣ ǘƛƳŜ ǎŜǊƛŜǎ ŀƴŘ ŦƛƴŀƴŎƛŀƭ ŜŎƻƴƻƳŜǘǊƛŎǎΦ IŜ Ƙŀǎ 
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 
ŦǊŜǉǳŜƴŎȅ ŜŎƻƴƻƳƛŎ ŀƴŘ ŦƛƴŀƴŎƛŀƭ ŘŀǘŀΦ tŀǊƪΩǎ ǊŜǎŜŀǊŎƘ Ƙŀǎ ōŜŜƴ ǇǳōƭƛǎƘŜŘ ƛƴ Econometrica, Journal of Econometrics, 
Econometric Theory, Econometric Reviews, Journal of American Statistical Association, Journal of Time Series Analysis and 
Econometrics Journal. Before 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 the 
Chair of the Far Eastern Standing Committee of the Econometric Society. He also served as the President of Korea-America 
Economic Association and the President of Korean Econometric Society. He is an associate editor of Econometric Theory and 
Time Series Econometrics, an advisory board member of the International Symposium on Econometric Theory and Applications, 
an external fellow of Granger Centre for Time Series Econometrics at Nottingham University, and an external associate of 
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 prescriptions that reveal 
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 our 
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 confronted with a 
bewildering variety of expensive policy prescriptions.  
 

Biography  
.Ǌƛŀƴ ²ǊƛƎƘǘΩǎ ƛƴǘŜǊŜǎǘǎ ƛƴ ŜŎƻƴƻƳƛŎǎ ǳƴŎŜǊǘŀƛƴǘȅ ŀƴŘ ƛƴƴƻǾŀǘƛƻƴ ŘŀǘŜ ŦǊƻƳ Ƙƛǎ ŜŀǊƭȅ ŜȄǇŜǊƛŜƴŎŜǎ ƻƴ Ƙƛǎ ŦŀƳƛƭȅΩǎ ǎƘŜŜǇ ǎǘŀǘƛƻn 
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 
tƘΦ5Φ ƛƴ 9ŎƻƴƻƳƛŎǎΦ IŜ ǘƘŜƴ ƧƻƛƴŜŘ ¸ŀƭŜ ¦ƴƛǾŜǊǎƛǘȅΩǎ 9ŎƻƴƻƳƛŎǎ 5ŜǇŀǊǘƳŜƴǘ ŀƴŘ ƛǎ ƴƻǿ tǊƻŦŜǎǎƻǊ ŀƴŘ /ƘŀƛǊ ƻŦ !ƎǊƛŎǳƭǘǳǊŀƭ ŀƴŘ 
Resource Economics at the University of California, Berkeley, recently ranked top in its field in research and reputation by the 
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 has co-authored or co-edited 
several books, including Storage and Commodity Markets; Reforming Agricultural Commodity Policy; Saving Seeds: The 
Economics of Conserving Genetic Resources at the CGIAR Centers, and Accessing Biodiversity and Sharing the Benefits: Lessons 
from Implementing the Convention on Biodiversity. He has published extensively in the leading journals in Economics and 
Agricultural Economics. In addition, he has co-authored articles in Nature Biotechnology, The Handbook of Plant 
Biotechnology, and Crop Science.  
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Tuesday 5 July, 10.45 - 12.15 Microeconomics/Game Theory  
 
Virginie Masson, University of Adelaide 
Information, Matching and Outcome Selection 
 
We consider a finite population of agents who exchange information and are paired every period to play a game with tension between risk 
dominance and Pareto efficiency. Agents sample past plays and corresponding payoffs from their information neighbourhood, and choose 
one of two possible actions using either best response or imitation. Information exchanges and possible matchings each constitutes a 
network. We first provide a complete description of the medium run outcomes and show that in the medium run only information matters. 
We then identify the conditions whereby either the risk dominant or the Pareto efficient convention is stochastically stable, and show 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 reference-dependent preferences a la Koszegi and Rabin (AER 2006). In our model, consumers 
are endowed with quasi-linear utilities over quantities of a divisible good that the monopolist sells and monetary payments. The overall 
valuation for the good is composed of the standard consumption utility, which is affected by privately known types, and an additional 
component that depends on deviations of quantity purchase from the reference point. Potential buyers are loss-averse, so that deviations 
from the reference point are evaluated differently depending on whether they are gains or losses. We maintain Koszegi and RabƛƴΩs (AER 
2006) basic framework and let gains and losses relative to the reference point be evaluated in terms of changes in the consumption 
valuation. We show that the presence of reference points creates downward kinks in the overall valuation for the good, as a function of the 
privately known types, which renders the standard techniques based on revenue equivalence moot. We study different possible ways in 
which consumers form their expectations over reference consumption and, for each case, apply a generalization of the standard techniques 
and a revenue inequality to derive the optimal selling contract between the monopolist and loss averse consumers. We find that, depending 
on how reference points are formed, there is substantial qualitative difference between optimal contracts for loss averse consumers and 
their counterpart for consumption utility maximizing buyers, both in terms of expected revenue generated to the monopolist and quantityς
price offered to each type of consumer. In particular, in certain situations, full surplus extraction can be accomplished by efficient contracts. 
 
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 repeated games. This paper 
investigates the source of this reputation by allowing two fully rational, equally patient players in a standard infinitely repeated game to 
commit privately to any behavioural strategy they wish at the beginning of the game. Even with forward induction restrictions on off-
equilibrium beliefs, a folk theorem holds: Every subgame perfect equilibrium payoff vector of the standard game is a sequential equilibrium 
payoff vector in the game with reputation choice when a public randomization device is available. This result holds for all finite two-person 
ǎǘŀƎŜ ƎŀƳŜǎΣ ƛƴŎƭǳŘƛƴƎ ŎƻƳƳƻƴ ŀƴŘ ŎƻƴŦƭƛŎǘƛƴƎ ƛƴǘŜǊŜǎǘǎΩ ƎŀƳŜǎΣ ŀǎ ǿŜƭƭ ŀǎ ŦƻǊ ŀƭƭ ŘƛǎŎƻǳƴǘ ŦŀŎǘƻǊǎΦ ¢ƘŜ ǊŜǎǳƭǘ ƛƴŘƛŎŀǘŜǎ ǘƘŀt the refinement 
power of reputation effect in repeated games relies crucially on the reputation being exogenous. 
 
Tuesday 5 July, 10.45 - 12.15 Time Series Econometrics (Estimation)  
 
Gael Martin, Monash University 
Bias Reduction of Long Memory Parameter Estimators via the Pre-filtered Sieve Bootstrap 
 
This paper investigates the use of bootstrap-based bias correction of semi--parametric estimators of the long memory parameter in 
fractionally integrated processes. The re-sampling method involves the application of the sieve bootstrap to data pre-filtered by a 
preliminary semi-parametric estimate of the long memory parameter. Theoretical justification for using the bootstrap techniques to bias 
adjust log periodogram and semi-parametric local Whittle estimators of the memory parameter is provided. Simulation evidence comparing 
the performance of the bootstrap bias correction with analytical bias correction techniques is also presented. The bootstrap method is 
shown to produce notable bias reductions, in particular when applied to an estimator for which analytical adjustments have already been 
used. The empirical coverage of confidence intervals based on the bias-adjusted estimators is very close to the nominal, for a reasonably 
large sample size, more so than for the comparable analytically adjusted estimators. The precision of inferences (as measured by interval 
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 Using Bias-Corrected AR Estimators 
 
A new test of hypothesis to classify stationary time series based on bias-adjusted estimators of fitted autoregressive model is proposed.  We 
show theoretically that the proposed test has desirable properties. Simulation results show that when the time series is short, the size and 
power of the proposed test are reasonably good, and thus this test is reliable in discriminating between short-length time series from 
different data generating processes. As the length of the time series increases, the performance of the test improves, but the benefit of the 
bias-correction reduces. We also apply this testing method to the annual real GDP per capita of six European countries, and each of the time 
series in this data set contains only fifty-seven observations. The application results demonstrate that the proposed testing procedure is able 
to classify the GDP series reasonably well. 
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Gareth Liu-Evans, XI'an Jiaotong Liverpool University 
An alternative approach to approximating moments of least squares estimators 
 
! ƴŜǿ ƳŜǘƘƻŘƻƭƻƎȅ ƛǎ ǇǊŜǎŜƴǘŜŘ ŦƻǊ ŀǇǇǊƻȄƛƳŀǘƛƴƎ ǘƘŜ ƳƻƳŜƴǘǎ ƻŦ ƭŜŀǎǘ ǎǉǳŀǊŜǎ ŎƻŜŶŎƛŜƴǘ ŜǎǘƛƳŀǘƻǊǎ ƛƴ ǎƛǘǳŀǘƛƻƴǎ ǿƘŜǊŜ ŜƴŘƻƎŜneity and 
dynamics are present. The OLS estimator is the focus here, but the method, which is valid under a simple set of smoothness and moment 
ŎƻƴŘƛǘƛƻƴǎΣ Ŏŀƴ ōŜ ŀǇǇƭƛŜŘ ǘƻ ǊŜƭŀǘŜŘ ŜǎǘƛƳŀǘƻǊǎΦ !ƴ hό¢ҍмύ ŀǇǇǊƻȄƛƳŀǘƛƻƴ ƛǎ ǇǊŜǎŜƴǘŜŘ ŦƻǊ ǘƘŜ ōƛŀǎ ƛƴ h[{ ŜǎǘƛƳŀǘƛƻƴ ƻŦ ŀ ƎŜneral ARX(p) 
model. 
 
Tuesday 5 July, 10.45 - 12.15 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 remittance inflows.  
Estimating a dynamic panel data model by the system GMM, we document that remittance inflows are pro-cyclical to home country 
volatility but counter-cyclical to the volatility in host countries. This result does not hold for high income counties for which remittance 
inflows are acyclical to home country volatility but pro-cyclical to the volatility in host countries.  For a host country, remittance outflows are 
counter-cyclical to the volatility of home countries. Trade openness is the single most important factor that determines both remittance 
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 terms of trade shocks and 
their propagation in the Australian economy. Three types of shocks are identified based on their impact on commodity prices (Australian 
export prices), global manufacturing prices (Australian import prices), and global economic activity. The first two shocks, a global demand 
shock and a commodity specific demand shock, are fairly standard. The third shock, a globalisation shock designed to capture the increasing 
importance of China, India and Eastern Europe in the global economy, is more novel. This shock is associated with a decline in import prices, 
a rise in commodity prices (Australian export prices), and an increase in global economic activity. We show that understanding the 
underlying nature of a terms of trade shock is crucial for determining its impact on the Australian economy. The main conclusion of the 
paper is that an increase in the terms of trade tends to be expansionary but is not always inflationary. The paper also highlights how the 
exchange rate is an important buffer against external shocks that move the terms of trade. 
 
Tuesday 5 July, 10.45 - 12.15 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 discrimination effect, taking 
into account possible selection into full-time employment. Applying a new decomposition approach to the Bangladesh Labour Force Survey 
(LFS) data for the period 1999-2005 we find that women are paid less than men everywhere on the wage distribution and the gap is higher at 
the lower end of the distribution. Discrimination against women is the primary determinant of the wage gap. We also find that the gap has 
widened over the period under consideration. Our results intensify the call for better enforcement of gender based affirmative action 
policies. 
 
Michael Coelli, The University of Melbourne 
Occupation Differences and the Gender Wage Gap in Australia: a Detailed Re-assessment 
 
This paper describes a detailed investigation into whether the finding that men and women in Australia are employed in quite different 
occupations can explain part of the average earnings difference between genders. In other words, are women overly represented in 
occupations where average wages are low? There are conflicting findings in the literature about whether these occupation differences can 
explain the gap, with many papers concluding that they cannot, while two conclude that they can explain a sizable amount of the gap. These 
papers use different techniques and different data sources. This paper will investigate the role of technique and data source on gender wage 
gap decompositions, and ascertain whether constructing decompositions using much more detailed occupation categories than those used 
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 internet-based 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, individual loan-level data from 
www.kiva.org, an internet website that facilitates philanthropic cash transfers from small scale individual donors to specific microfinance 
loan recipients, to examine whether, and what patterns of, discrimination exist based on the choices  made by these donors. We exploit 
detailed information provided on each borrower though objective loan information, pictures and textual descriptions to investigate the 
determinants of individual charitable giving. We find that donors appear to discriminate in favour of more attractive, lighter-skinned, and 
less obese borrowers, even as donors appear to systematically favour regions of the world where lighter skin is less prevalent. These effects 
are statistically and quantitatively significant and robust across a variety of specifications. Discrimination on the basis of physical 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, 10.45 - 12.15 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 premia using a non-Gaussian, non-
linear state space approach. Option and spot market information on the unobserved variance process is captured by using dual model-free 
variance measures to define a bivariate observation equation in the state space model. The premium for diffusive variance risk is defined as 
linear 
in the latent variance (in the usual fashion) whilst the premium for jump variance risk is specified as a conditionally deterministic dynamic 
process, driven by a function of past measurements. The inferential approach adopted is Bayesian, implemented via a Markov chain Monte 
Carlo algorithm that caters for the multiple sources of nonlinearity in the model and the bivariate measure. The method is applied to 
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 the observable variance 
measures is demonstrated, and compared with that of forecasts yielded by more standard time series models. To illustrate the benefits of 
the approach, the posterior distribution is augmented by information on daily returns to produce Value at Risk predictions, as well as being 
used to yield forecasts of the prices of derivatives on volatility itself. Linking the variance risk premia to the risk aversion parameter 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)ís variance ratio test to that of skewness and kurtosis. In the proposed tests, overlapping 
observations are used and their dependencies under IID assumption are explicitly modelled so that more information from the data is 
incorporated, giving rise to relatively more powerful tests with good size properties. The proposed tests provide useful diagnostic check for 
GARCH-type time series models, in particular, where multi-period forecasts of tail events are required. Empirical applications of the tests to 
world major equity markets show that failure to model higher order nonlinear dependencies is likely to have a negative effect on the 
accuracy of forecasts of multi-period tail risk. 
 
Paul Kofman, The University of Melbourne 
Excited or Depressed - Inferring investor mood from implied probability weighted mixture distributions 
 
A growing literature suggests that investors (intuitively) adopt a probability weighting scheme to adjust objective probabilities for perceived 
ǎƪŜǿƴŜǎǎ ŀƴŘ ǘŀƛƭ ǊƛǎƪΦ ²Ŝ ŜȄǘŜƴŘ .ŀǊōŜǊƛǎ ŀƴŘ IǳŀƴƎΩǎ όнллуύ ǾŜǊǎƛƻƴ ƻŦ ¢ǾŜǊǎƪȅ ŀƴŘ YŀƘƴŜƳŀƴΩǎ ŎǳƳǳƭŀǘƛǾŜ ǇǊƻǎǇŜŎǘ ǘƘŜƻǊȅ ό/PT) by 
introducing state-dependency in the CPT model parameters. Investor mood is thereby conditionally specified on market sentiment. We 
illustrate the subjective probability density implications of our mixture-CPT model by simulation. We then use a panel of equity index futures 
options to estimate intertemporal implied regime-switching densities. We use method-of-moment estimation to fit the theoretical CPT-
adjusted moments to the option-implied empirical moments. 
 
Tuesday 5 July, 10.45 - 12.15 Financial Econometrics  
 
Akhmad Kramadibrata, Edith Cowan 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 measuring extreme credit 
risk. The Australian economy is widely considered to have fared much better than the US and  most  other  major world economies. This 
paper applies quantile regression and Monte Carlo simulation to the Merton structural credit model to investigate the impact of extreme 
asset value fluctuations on default probabilities of Australian companies in comparison to the USA. Quantile regression allows modelling of 
the extreme quantiles of a distribution which allows measurement of capital and PDs at the most extreme points of an economic downturn, 
when companies are most likely to fail. Daily asset value fluctuations of over 600 Australian and US investment and speculative entities are 
examined over a ten year period spanning pre-GFC and GFC. The events of the GFC also showed how the capital of global banks was eroded 
as defaults increased. This paper therefore also examines the impact of these fluctuating default probabilities on the capital adequacy of 
Australian and US banks. The paper finds highly significant variances in default probabilities and capital between quantiles in both Australia 
and the US, and shows how these variances can assist banks and regulators in calculating capital buffers to sustain banks through volatile 
times. 
 
Aurobindo Ghosh, Singapore Management University 
Evaluation of Moment Risk: Can the Sharpe Ratio make the Cut? 
 
Traditional tests of Önancial risk for optimal portfolio choice based on Sharpe ratios are inherently ensconsed in the normality assumption of 
the return distribution besides independence. Such tests are not strictly valid for Önancial data that are known to be leptokurtic, and often 
show persistence in levels or volatility. We propose a smooth total moment risk measure with directional components that address the 
drawbacks of such procedures for practical implementation and inference. Our illustration of the proposed test on hedge fund indices with 
other existing measures show promising future for the new risk measure that has known tabulated distributions. 

mailto:a.kramadibrata@ecu.edu.au
http://www.economics.smu.edu.sg/faculty/economics/aurobindo.asp
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Nicholas Sim, University of Adelaide 
The QQ Approach, A New Look at the Money-Output Relationship 
 
Do money supply shocks in influence output growth asymmetrically? When the same monetary policy stance is applied to dierent levels of 
output growth, would the outcomes be dierent? To address these questions, I propose a new method, dubbed the quantile on quantile or 
QQ approach, based on a series estimation and generated regressor framework that models how the quantile of output growth depends on 
the quantile of money supply shock, where restrictive (expansive) policies are represented by the left (right) tail of the shock's distribution. 
Conditions for consistency and asymptotic normality are provided. Generally, I find that each quantile of output growth responds more to 
restrictive than to expansive money supply shocks. For M2 money supply, both restrictive and expansive shocks become even more effective 
when applied to the tail distributions of output growth. 
 
Tuesday 5 July, 10.45 - 12.15 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 over time. However, 
work with time-varying parameter models has largely involved Vector autoregressions (VARs), ignoring cointegration. This is despite the fact 
that cointegration plays an important role in informing macroeconomists on a range of issues. In this paper we develop a new time varying 
parameter model which permits cointegration. We use a specification which allows for the cointegrating space to evolve over time in a 
manner comparable to the random walk variation used with TVP-VARs. The properties of our approach are investigated before developing a 
method of posterior simulation. We use our methods in an empirical investigation involving the Fisher effect. 
 
Wenying Yao, Monash University 
Reassessing Business-cycle VAR and VARMA Models 
 
Existing experiments suggest that using vector autoregressive moving average (VARMA) models instead of vector autoregressive (VAR) 
models does not solve the problems of structural VARs with producing accurate impulse responses, even when the observed variables are 
generated from a VARMA process. The usual data generating process (DGP) for these experiments is taken from the equilibrium solution to a 
standard real business cycle (RBC) model. In this paper we show that in typically small samples for macroeconomic data, the usual 
identification problem for the VARMA's moving average components arises. This problem tends to diminish with sample size. We experiment 
with alternative data generating processes that have stronger internal propagation mechanisms than the prototype RBC model. We also 
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 1980 ς 2007 
 
¢ƘŜ ǘŜǊƳ ǇǊŜƳƛǳƳ ƛǎ ŜǎǘƛƳŀǘŜŘ ŦǊƻƳ ŀƴ ŜƳǇƛǊƛŎŀƭƭȅ ŎƻƘŜǊŜƴǘ ƻǇŜƴ ŜŎƻƴƻƳȅ ±!w ƳƻŘŜƭ ƻŦ ǘƘŜ ¦Y ŜŎƻƴƻƳȅ ǿƘŜǊŜ ǘƘŜ ƳƻŘŜƭ ǎǇŜŎƛŬŎŀƭly 
accounts for the mixed nature of the data and cointegration between some variables. Using this framework the estimated negative term 
premia for 1980-нллт ƛǎ ŘŜŎƻƳǇƻǎŜŘ ƛƴǘƻ ƛǘǎ ŎƻƴǘǊƛōǳǘƛƴƎ ǎƘƻŎƪǎΣ ǿƘŜǊŜ ǘƘŜ ǊƻƭŜ ƻŦ ƛƴƅŀǘƛƻƴ ŀƴŘ ƳƻƴŜǘŀǊȅ ǇƻƭƛŎȅ ǎƘƻŎƪǎ ŀǊŜ ǎƘƻǿƴ to be 
dominant in the evolution of the term premium. Projecting into the 2007-2008 crisis period reveals the extent of the shocks to the UK 
economy, and also shows the similarities in term premia behaviour with those experienced during the 1998 Russian crisis, likely ǊŜƅŜŎǘƛƴƎ 
ǘƘŜ ƅƛƎƘǘ ǘƻ ŎŀǎƘ ŜȄǇŜǊƛŜƴŎŜŘ ƛƴ ōƻǘƘ ŎǊƛǎŜǎΦ 
 
Tuesday 5 July, 12.30 - 13.30 Poster Session 
 
Marian Vidal-Fernández, 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 number of courses to 
participate in school sports. Using the National Longitudinal Survey of Youth together with a newly collected dataset on the stringency of the 
rules, I exploit variation in the rules across states to estimate their effects on high school graduation. I find that requiring students to pass 
one additional course is associated with a two-percentage-point increase in the likelihood of graduation. This result survives several 
robustness checks, including finding no effect for female students, who at the time had limited access to interscholastic athletics. 
 
Tuesday 5 July, 13.30 - 15.00 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 in the economy. Many 
vector autoregression (VAR) studies estimate a gradual response of commodity prices to monetary policy shocks. Exploiting information in 
high-ŦǊŜǉǳŜƴŎȅ ŬƴŀƴŎƛŀƭ ƳŀǊƪŜǘ ŘŀǘŀΣ ŀƴŘ ǳǎƛƴƎ ǘƘŜ ƳŜǘƘƻŘǎ ƻŦ wƛƎƻōƻƴ ŀƴŘ {ŀŎƪ όнллпύ L ŬƴŘ ǘƘŀǘ ŀ мл ōŀǎƛǎ Ǉƻƛƴǘ ǎǳǊǇǊƛǎŜ ŎƘŀƴƎe in 
interest rates causes commodity prices to fall immediately by about 0.5%. This is about two-thirds of the estimated response of the S&P500, 
ŀƴŘ ŀōƻǳǘ ŬǾŜ ǘƛƳŜǎ ƭŀǊƎŜǊ ǘƘŀƴ ǘƘŜ ǊŜǎǇƻƴǎŜ ƛƴ ŀ ±!w мн ƳƻƴǘƘǎ ŀŦǘŜǊ ǘƘŜ ǎƘƻŎƪΦ aŜǘŀƭǎ ǇǊƛŎŜǎ ǘŜƴŘ ǘƻ ǊŜǎǇƻƴŘ ƳƻǊŜ ǘƘŀƴ ŀƎǊƛcultural 
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 standard New-Keynesian model with Calvo price setting and capital 
accumulation. It is build on the work of Duport (2001) and Ascari and Ropele (2007) who separately considered effects of capital 
accumulation and trend inflation in the similar context. It is shown that the simultaneous presence of positive inflation and capital 
accumulation greatly affects determinacy property of equilibrium in this setup. Namely, in order to maintain stability in addition to actively 
react to inflation monetary authorities should react to output fluctuations but not to a great extend. Overreaction to output may lead to 
indeterminacy.  
We also show that for a large set of plausible parameters standard Taylor rule leads to indeterminacy. Alternative monetary policy rules 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 accommodates uncertainties 
ŀōƻǳǘ ǘƘŜ ŘǳǊŀǘƛƻƴ ƻŦ ǇƻƭƛŎȅ ǊŜƎƛƳŜǎ ŀƴŘ ǘƘŜ ǎǇŜŎƛŬŎŀǘƛƻƴ ƻŦ ǘƘŜ ǊǳƭŜΣ ƛƴ ŀŘŘƛǘƛƻƴ ǘƻ ǘƘŜ ǎǘŀƴŘŀǊŘ ǇŀǊŀƳŜǘŜǊ ŀƴŘ ǎǘƻŎƘŀǎǘƛŎ ǳncertainties 
inherent in traditional Taylor rule analysis. Our approach involves estimation and inference based on Taylor rules obtained through standard 
linear regression methods, but combined using Bayesian model averaging techniques. Employing data that were available in real time, the 
ŜǎǘƛƳŀǘŜŘ ǾŜǊǎƛƻƴ ƻŦ ǘƘŜ ΨƳŜǘŀΩ ¢ŀȅƭƻǊ ǊǳƭŜ ǇǊƻǾƛŘŜǎ ŀ ƅŜȄƛōƭŜ ōǳǘ ŎƻƳǇŜƭƭƛƴƎ ŎƘŀǊŀŎǘŜǊƛǎŀǘƛƻƴ ƻŦ ƳƻƴŜǘŀǊȅ ǇƻƭƛŎȅ ƛƴ ǘƘŜ ¦ƴƛǘed States over 
the last forty years. 
 
Tuesday 5 July, 13.30 - 15.00 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 using a device such as the 
binomial thinning operator in place of multiplication as in, e.g., autoregressive models. The parameters of resultant models, like those of the 
Poisson Integer AutoRegressive, or PoINAR, class can be estimated by maximum likelihood where the prediction error decomposition, 
together with convolution methods, is used to write down the likelihood function. With the fairly natural counterpart of an INAR model, viz. 
an integer moving average model defined using a thinning operator, or a mixed model with both autoregressive and moving average 
components, this is not the case. In this paper we consider the use of techniques of indirect inference as a means of obtaining practical 
estimators of relevant parameters using simulation methods. Under certain regularity conditions, the resultant estimators are consistent, 
asymptotically normal and achieve the CramÈr-Rao bound. Fairly extensive simulation evidence on the efficacy of the approach is provided 
and it is seen that the method can yield serviceable estimates, even with relatively small samples. Applications are in short supply with these 
models, though the range is increasing. We provide two examples using real life data: one data set is adequately modelled using a pure 
integer moving average specification; and the other, a well-known data set in the branching process literature that has hitherto proved 
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 returns in crisis and non-crisis 
periods. An important feature of the approach is that a range of contagion channels are tested including the usual channels via the mean and 
the second moment, as well as higher order moments including coskewness and cokurtosis. The properties of the test are examined in small 
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 random density ˕ϑn} 
based on averaging the transitional density p(x,y;ʻύ with parameter ̒  of a stochastic process over the sample x=x{i} and comparing this 
ǉǳŀƴǘƛǘȅ ǿƛǘƘ ҝǇόȄΣȅΤʻύ˕όx)dx, where ̞ όx) is the pertinent 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, 13.30 - 15.00 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 reveal 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 
ŜŎƻƴƻƳƛŎ ƛƴǘŜǊǇǊŜǘŀǘƛƻƴǎ ŬƴŘǎ ǘƘŀǘ ǊŜŎŜƴǘ ǇǊƛŎŜ ǎǇƛƪŜǎ ŀǊŜ ƴƻǘ ŀǎ ǳƴǳǎǳŀƭ ŀǎ Ƴŀƴȅ ŘƛǎŎǳǎǎƛƻƴǎ ƛƳǇƭȅΦ CǳǊǘƘŜǊΣ ǘƘŜ ōŀƭŀƴŎŜ ōŜǘween 
consumption, available supply, and stocks seems to be as relevant for our 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 
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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 market for politically sensitive 
products. When international food prices spike upwards, not only do some food-exporting countries restrict exports but also some food-
importing countries lower their import barriers, and the opposite when international food prices slump. This paper draws on and adapts 
recent political economy theory by Freund and Özden (2008) to develop hypotheses to explain this phenomenon, and tests them empirically 
using a comprehensive database on the extent of government intervention in agricultural markets in 75 countries from 1955 to 2008. 
{ǇŜŎƛŦƛŎŀƭƭȅΣ ǿŜ ŜȄŀƳƛƴŜ ǿƘŜǘƘŜǊ ŘŜǾŜƭƻǇƛƴƎ ŎƻǳƴǘǊƛŜǎΩ ǇƻƭƛŎȅ ǊŜŀŎǘƛƻƴǎ ǘƻ ŦƻƻŘ ǇǊƛŎŜ ǎǇƛƪŜǎ ŘƛŦŦŜǊ ŦǊƻƳ ǘƘƻǎŜ ƻŦ ƘƛƎƘ-income countries, and 
whether there are differences as between food-surplus and food-deficit 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 world prices. If this is done by 
countries accounting for a large share of the market, its effect is offset by increases in world price volatility. This study shows the nature of 
the resulting collective action problem, with the policy being ineffective on average in stabilizing domestic prices while increasing the 
volatility of the income transfers from terms-of-trade changes. A simple approach to assessing the contribution of insulation to the price 
increases is developed and used with new estimates of agricultural distortions to assess its contribution to the price spikes in 1972ς74 and 
2006ς08 for rice and wheat. The analysis suggests that 45 per cent of the increase in rice prices in 2006-08, and 30 per cent of the increase in 
wheat prices, was due to insulating behaviour. One sign of progress since 1972ς74 was a substantial reduction in the extent of price-
insulating behaviour by the industrial countries. This provides little stabilizing benefit in the rice market because countries not classifying 
themselves at the World Trade Organization as developing account for only 3 per cent of world rice consumption. But it does offer some 
benefit for the wheat market where non-developing countries account for 27 per cent of consumption. 
 
Tuesday 5 July, 13.30 - 15.00 Health Economics/Public Health Policy  
 
Masaru Sasaki, Osaka University 
Can the Health Insurance Reform stop an increasing in medical costs of middle- and old-aged persons in Japan? 
 
Using two-period panel data from the Nippon Life Insurance Research Institute, this paper tests the hypothesis that an increase in the self-
pay ratio of medical expenditures associated with the Japanese health insurance reforms of April 2003 reduced individual medical costs. We 
find that the increase in the self-pay ratio of medical expenditures has a trivial effect on household medical expenses, implying that a 
decrease in the quantity demanded for medical services offsets the increase in medical costs. However, according to quantile regression 
estimates, an increase in the self-pay ratio of medical expenditures has a significantly positive effect on the share of medical costs for 
relatively high quantile values. This provides corroborating evidence that an increase in the self-pay ratio cannot cut the demand for medical 
services relatively more for those bearing a higher share of medical costs in household expenditure. An additional finding is that medical 
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 of social capital and health 
outcomes. However, the literature studying the association between social capital and health related behaviour and a hygienic practice in 
the developing countries, especially among the hard-core poor is largely absent. In this context, this paper studies association between social 
capital and the health seeking behaviour and hygienic practices among 4900 extreme poor households in rural Bangladesh. Instrumental 
Variable Probit regression is used for the study purpose. The empirical results indicate strong effects of social capital among the extreme 
poor of the rural Bangladeshi households on the determinant of their health seeking behaviour and hygienic practices: use of sanitary toilet, 
soap after defecation, using iodized salt, sources of cooking water, family planning and knowledge about arsenic in water. The results thus 
indicate that social cohesion, connection and network can be used by the government and non-government organizations of the country 
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 smoking behavior of his or 
her peers, empirical evidence on the magnitude of such peer effects, and even on their existence, is mixed. This existing evidence comes 
from a range of studies using a variety of country-specific data sources and a variety of identification strategies. This paper exploits a rich 
source of individual level, school-based, survey data on adolescent substance use across countries ς the 2007 European Schools Survey 
Project on Alcohol and Other Drugs (ESPAD) ς to provide estimates of peer effects in adolescent smoking for over 76,000 individuals across 
26 European countries, using the same methods in each case. The results suggest that statistically significant peer effects exist in each and 
every one of the 26 countries. These peer effects are large: on average, the probability that an individual smokes increases from 30% to 
31.5% if the number of classmates that smoke increases by one (from the mean), other things being equal. Peer effects in adolescent 
smoking are stronger intra-gender than inter-gender. They also vary across countries: in Estonia, for example, a one classmate increase in 
reference group smoking increases own smoking probability from 30% to 30.5%; in Bulgaria the corresponding increase is from 40% to 
42.5%. 
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Tuesday 5 July, 13.30 - 15.00 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 suggests that individuals may 
have traded off other preference parameters for risk preferences when choosing occupations. However, little is known about how such trade
-offs affect job satisfaction in the long run. This paper exploits the comparative lack of risk based occupation choices in the former East 
Germany before reunification relative to West Germany to test the long term effect of risk based occupational choice on job satisfaction. We 
found that non-risk based occupation choices leads to higher job satisfaction than in the long run, especially for the private sector 
employees. The impact of non-risk based occupational choice on long run job satisfaction of private sector employees is equivalent to a 60% 
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 has been made in the US 
labour market, using a dynamic panel probit model. The estimated income effect of higher housing wealth is virtually zero and that of 
financial assets wealth is positive, thus increasing the retirement probability. The substitution effect of paid employment income is negative, 
thus increasing the retirement probability, as human capital theory would predict. The retirement decision is found to be strongly state 
persistent for up to three years after the initial retirement decision. The paper examines the degree to which the estimated state persistence 
of retirement may be reinforced or not by financial and housing wealth and by earned income. Wealth appears to leave the effect on 
persistence unchanged, higher earned income may make retirement less likely in the first instance, but may also make retirement more 
persistent when it happens in the future. 
 
Robert Breunig, The Australian National University 
The Effect of Survey Design on Household Reporting of Financial Difficulty 
 
²Ŝ ŎƻƳǇŀǊŜ ǘǿƻ !ǳǎǘǊŀƭƛŀƴ ǎǘǳŘƛŜǎ ǿƘƛŎƘ ŀǎƪ ƘƻǳǎŜƘƻƭŘǎ ǘƻ ǊŜǇƻǊǘ ƻƴ ǘƘŜ ƛƴŎƛŘŜƴŎŜ ƻŦ ǎǇŜŎƛŬŎ ŜǾŜƴǘǎ ƻŦ ŬƴŀƴŎƛŀƭ ŘƛŦŬŎǳƭǘȅ ǎǳŎh as failure to 
pay the utility bill on time or seeking help from welfare agencies. While collected within the same year, the two studies use markedly 
different survey methodologies. One study uses a written self-completion questionnaire completed after a face-to-face interview, asks about 
ƛƴŘƛǾƛŘǳŀƭ ŜȄǇŜǊƛŜƴŎŜ ƻŦ ŬƴŀƴŎƛŀƭ ŘƛŦŬŎǳƭǘȅΣ ŀƴŘ ƛƴǘŜǊǾƛŜǿǎ ŜŀŎƘ ƳŜƳōŜǊ ƻŦ ǘƘŜ ƘƻǳǎŜƘƻƭŘ ƻǾŜǊ ǘƘŜ ŀƎŜ ƻŦ мрΦ ¢ƘŜ ƻǘƘŜǊ ǎǘǳŘȅ uses computer
-assisted face-to-face interview and asks one randomly selected member of the household about household-ƭŜǾŜƭ ŜȄǇŜǊƛŜƴŎŜ ƻŦ Ŭƴŀƴcial 
ŘƛŦŬŎǳƭǘȅΦ ²Ŝ ŬƴŘ ǎǳōǎǘŀƴǘƛŀƭ ŘƛŦŦŜǊŜƴŎŜǎ ƛƴ ǊŜǎǇƻƴǎŜ ǊŀǘŜǎΣ ŜǾŜƴ ŀŦǘŜǊ ŎƻƴǘǊƻƭƭƛƴƎ ŦƻǊ ƛƴŘƛǾƛŘǳŀƭ ŀƴŘ ƘƻǳǎŜƘƻƭŘ ŎƘŀǊŀŎǘŜǊƛǎǘics. The self-
ŎƻƳǇƭŜǘƛƻƴ ǉǳŜǎǘƛƻƴƴŀƛǊŜ ŜƭƛŎƛǘǎ оо҈ ƳƻǊŜ ǊŜǇƻǊǘǎ ƻŦ ŬƴŀƴŎƛŀƭ ŘƛŦŬŎǳƭǘȅ ŦƻǊ ǎƛƴƎƭŜǎ ŀƴŘ ос҈ ƳƻǊŜ ŦƻǊ ŎƻǳǇƭŜ-headed households. 
 
Tuesday 5 July, 13.30 - 15.00 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 the error term in the 
multivariate linear regression, and more generally, in a family of time-series models called the generalized autoregres-sive conditional 
heteroscedastic [GARCH] models. Let f denote the joint probability density of the multivariate error term. The copula off is assumed to 
belong to a para-metric family, while its marginal densities are allowed to be nonparametric. The copula parameter is estimated by 
minimizing a weighted Cramµer-von-Mises type distance be-tween the empirical copula of the residuals and the parametric family of 
copulas. A feature of such a minimum distance method is that the estimator minimizes a measure of the bias due to the assumed parametric 
statistical model being not equal to the true population model. The method has other attractive features: (i) The weight function in the 
Cramµer-von-Mises distance can be chosen to better represent the risk function of the user, for example, to assign higher weight to the 
lower tail of the distribution of the error term. (ii) It requires weaker assumptions than the likelihood based ones. (iii) The complexities of 
multivariate kernel estimation are not encountered. (iv) The method performed better than its competitors in a simulation study. 
 
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 results for a new simulation
-based estimator of these models. The proposed models are based on a factor structure for the copula and are particularly attractive for high 
dimensional applications, involving fifty or more variables. Estimation of this class of models is complicated by the lack of closed-form 
likelihood, but estimation via a simulation-based method using rank statistics is simple, and we provide asymptotic results that show the 
consistency and asymptotic normality of such estimators. We analyse the finite-sample behaviour of these estimators in an extensive 
simulation study. We apply the model to a group of 100 daily stock returns and find evidence of statistically significant tail dependence, 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 estimate the betas for the S&P500 
stocks. By subtracting the estimated risk premium from the individual stock, we obtain the realized counterpart of the sum of the alpha and 
the idiosyncratic error. Identification of the conduitional alphas stems from the fact the idiosyncratic error is independent of the set of state 
variables, or "usual suspects", while the alphas are a measurable function of them. Via a nonparametric regression we then estimate the 
conditional realized alphas. We finally implement a momentum type strategy, based on selling the stocks with the smallest conditional 
alphas and buying the stock with the largest. 
 
Tuesday 5 July, 13.30 - 15.00 Time Series Econometrics (Nonlinear and Non-stationary)  
 
Heejoon Han, National University of Singapore 
Non-stationary Nonparametric Volatility Model 
 
We investigate a new non-stationary nonparametric volatility model, in which the conditional variance of time series is modelled as a 
nonparametric function of an integrated or near-integrated covariate. The important features of the model are that it can generate the long 
memory property in volatility and it allows that the unconditional variance of time series is time-varying. These properties are not allowed in 
most existing nonparametric or semi-parametric volatility models. We establish the asymptotic distribution theory for the model. We show 
that the kernel estimate of the model is consistent and its asymptotic distribution is mixed normal. For an empirical application of the 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 model performs reasonably 
well both in within-sample and out-of-sample forecasts. 
 
QIYING WANG, The University of Sydney 
Martingale limit theorems revisited and non-linear cointegrating regression 
 
For a certain class of martingales, the convergence to mixture normal distribution is established under the convergence in distribution for 
the conditional variance. This is less restrictive in comparison with the classical martingale limit theorem where one generally requires the 
convergence in probability. The extension removes 
a main barrier in the applications of the classical martingale limit theorem to nonparametric estimates and inferences with non-stationarity, 
ŀƴŘ ŜǎǎŜƴǘƛŀƭƭȅ ŜƴƘŀƴŎŜǎ ǘƘŜ ŜũŜŎǘƛǾŜƴŜǎǎ ƻŦ ǘƘŜ ŎƭŀǎǎƛŎŀƭ ƳŀǊǘƛƴƎŀƭŜ ƭƛƳƛǘ ǘƘŜƻǊŜƳ ŀǎ ƻƴŜ ƻŦ ǘƘŜ Ƴŀƛƴ ǘƻƻƭǎ ƛƴ ǘƘŜ ƛƴǾŜǎǘƛƎŀtion of 
ŀǎȅƳǇǘƻǘƛŎǎ ƛƴ ǎǘŀǘƛǎǘƛŎǎΣ ŜŎƻƴƻƳŜǘǊƛŎǎ ŀƴŘ ƻǘƘŜǊ ŬŜƭŘǎΦ ¢ƘŜ Ƴŀƛƴ ǊŜǎǳƭǘ ƛǎ ŀǇǇƭƛŜŘ ǘƻ ǘƘŜ ƛƴǾŜǎǘƛƎŀǘƛƻƴǎ ƻŦ ŀǎȅƳǇǘƻǘƛŎǎ ŦƻǊ the conventional 
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 
 
Lƴ ǘƘƛǎ ǇŀǇŜǊΣ ŬǊǎǘƭȅ ōƻǘƘ ƘƻƳƻƎŜƴŜƻǳǎ ŀƴŘ ǘƛƳŜςinhomogeneous functionals of Poisson process are expanded into orthogonal series in 
terms of the bases in respective Hilbert space. Approximations of truncation series to original one are given at the same time. Application of 
ǘƘŜ ŜȄǇŀƴǎƛƻƴ ƛƴ ŜŎƻƴƻƳŜǘǊƛŎǎ ƛǎ ŎƻƴǎƛŘŜǊŜŘ ŦǊƻƳ ǇǊŀŎǘƛŎŀƭ ǎǘŀƴŘǇƻƛƴǘΣ ǿƘƛŎƘ ƛƴŎƭǳŘŜǎ ǘƘǊŜŜ ŘƛũŜǊŜƴǘ ǎŀƳǇƭƛƴƎ ǘȅǇŜǎΣ ǾƛȊΦ ƻƴ Ŭƴƛte interval, 
ƻƴ ƛƴŬƴƛǘŜ ƛƴǘŜǊǾŀƭ ŀƴŘ ƻƴ ŀ ŎƻƳǇŀŎǘ ƛƴǘŜǊǾŀƭ ǿƛǘƘ ƛǘǎ ƭŜƴƎǘƘ ŀǇǇǊƻŀŎƘƛƴƎ ǘƻ ƛƴŬƴƛǘȅΦ Lƴ ŀƭƭ ǘƘŜ ǘƘǊŜŜ ŎŀǎŜǎΣ ŎƻƴǎƛǎǘŜƴǘ Ŝǎǘƛmators are 
obtained. 
 
Tuesday 5 July, 13.30 - 15.00 Non- and Semi-Parametric Econometrics  
 
Isabel Casas, Syddansk Universitet 
Modelling asset correlations: A nonparametric approach 
 
This article proposes a time-varying nonparametric estimator and a time-varying semiparametric estimator of the correlation matrix. We 
discuss representation, estimation based on kernel smoothing and inference. An extensive Monte Carlo simulation study is performed to 
compare the semiparametric and nonparametric models with the DCC specification. Our bivariate simulation results show that the 
semiparametric and nonparametric models are best in DGPs with gradual changes or structural breaks in correlations. However, in DGPs 
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 substantial time-variability in correlations, while when allowing for 
little variability in the correlations the DCC is the dominant specification. The methodologies are illustrated by estimating the correlations for 
two interesting portfolios. The first portfolio consists of the equity sectors SPDRs and the S\&P 500 composite, while the second one 
contains major currencies that are actively traded in the foreign exchange market. Portfolio evaluation results show that the nonparametric 
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 complex feature. Firstly, 
the identification of the source is crucial. The endogenous parametric regressor causes inconsistency of both estimators. Although the 
endogenous non-parametric regressor causes the identification problem of structural non-linear function, the parametric regressor is still 
consistent if the parametric regresssor is exogeneous. Once the source is identified, an appropriate estimation method should be applied. In 
the former case, IV estimation is applicable as in the conventional parametric case such that the rank condition should be satisfied and 
Hausman (1978) type of a mis-specification testing is applicable. In the later case, either IV estimation or CF approach can be applied. We 
ŎƻƴǎƛŘŜǊ ǘƘŜ /C ŀǇǇǊƻŀŎƘ ǘƻ ŀǾƻƛŘ άƛƭƭ-ǇƻǎŜŘ ƛƴǾŜǊǎŜέ ǇǊƻōƭŜƳ ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ǘƘŜ ƴƻƴ-parametric IV estimation. We impose the triangular 
structure of Ng and Pinkse (1995), New et al. (1999), and Su and Ullah (2008) to control endogeneity in the non-parametric regressor. The 
generated regressor issue should be addressed since the non-parametric endogeneity control variable is not observable. We show that root-
n ςconsistency 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 
 
Kernel estimation has been commonly used in estimating both density and regression functions. As a consequence, bandwidth choice is a 
very important issue in both theory and practice. Various methods have already been proposed to deal with bandwidth choice for the case 
where the time series involved is stationary. Recent studies may be found from the books by Fan and Yao (2005, Nonlinear Time Series: 
Nonparametric and Parametric Methods), Gao (2007, Nonlinear Time Series) and Li and Racine (2007, Nonparametric Econometrics: Theory 
and Practice). There is a growing interest in using kernel method to estimate regression functions of nonstationary time series. Existing 
studies in the field of nonparametric autoregression and cointegration estimation include Phillips and Park (1998), Karlsen and Tjostheim 
(1998, 2001), Karlsen, Myklebust and Tjostheim (2007), Cai, Li and Park (2009), Phillips (2009), Wang and Phillips (2009a,b), Gao and Phillips 
(2010), and Chen, Gao and Li (2011).  
In the implementation of the proposed estimation methods in some of these papers, a cross-validation (CV) method has been suggested 
using in practice without theoretically justifying the suitability and applicability of such a CV method. In the meantime, kernel estimation 
methods are also used in specification testing involving nonstationary time series. Recent literature includes Gao and King (2007), Gao et al 
(2009a, b) and Li et al (2010). In the implementation of the proposed tests, a cross-validation method is used in association with a power-
function based criterion. There is again no theoretical discussion to justify the suitability and applicability of the CV method. A related study 
is the recent discussion by Bandi, Corradi and Moloche (2009), and Bandi, Corradi and Wilhelm (2010). The authors propose using a 
randomized testing procedure to deal with the choice of the bandwidth parameter involved. In summary, there is little theoretical discussion 
about how to deal with bandwidth choice in nonparametric kernel estimation and specification testing. This paper therefore proposes using 
a cross-validation (CV) selection method and then shows that an optimal bandwidth can be proportional to n^{-1/5} in the nonstationary 
case, where n is the sample size under consideration. This is mainly because in the nonstationary case discussed in this paper, the amount of 
time spent by the time series around any particular point is of order root-n rather than n for the stationary time series case. This paper then 
develops a Bayesian cross-validation (BCV) method for the implementation of the proposed CV method in practice, where bandwidths are 
treated as parameters in addition to any existing parameters that characterize the model. Both the simulated and real data examples show 
that the proposed BCV method works well numerically. 
 
Tuesday 5 July, 15.30 - 17.00  Macroeconomics (Topics)  
 
Anca Ioana Sirbu, university of California in riverside 
News-Driven Business Cycles and Increasing Returns 
 
It is nowadays accepted that expectations represent an important leading force for the business cycles. At the same time, it has been widely 
agreed, with the notable exceptions of Jaimovich and Rebelo ( 2009) and Karnizova (2010), that it is impossible to generate plausible 
business cycle fluctuations in a one-sector real business cycle (RBC) model if the unique driving force is news shocks. In this paper, we 
identify the sources that lead to this conclusion: on one hand, there is a 'co-movement puzzle' (the fact that aggregate consumption , 
investment, hours worked, and output do not move in the same direction as shown by the data ); on the other hand, there is a 'pro-cyclicity 
puzzle' (the fact that good news about the future bring about a recession) . The importance of this dichotomy lies in the solution that needs 
to be applied in order to correct this issue: a certain degree of increasing returns-to-scale can fix the 'co-movement puzzle', while investment 
adjustment costs help fixing the 'pro-cyclicity puzzle'. Both elements are crucial for delivering business cycle fluctuations similar to those in 
the data: in a model with increasing returns alone, a positive news shock about future productivity leads to an aggregate recession in which 
consumption , investment, hours worked, and output all fall in the announcement period, whereas in a model with investment adjustment 
costs alone, consumption and investment move in opposite directions.  
Our objective in this paper is to find alternative RBC specifications that generate qualitatively realistic business cycles driven by news shocks. 
Our model has three ingredients: (i) agents' preferences are separable in consumption and labor; (ii) increasing returns-to-scale at the 
aggregate level of the economy ; and (iii) adjustment costs to capital investment. The first feature, the standard separability of preferences, 
clearly distinguishes our model from previous one-sector models in Jaimovich and Rebelo (2009) and Karnizova (2010), which assume non-
separability of preferences. Under this specification, our model is able to generate both qualitatively and quantitatively realistic business 
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 cyclical co-movement of consumption, net worth 
and income. We can largely explain the empirical hump-shaped consumption response to a transitory wealth increase by allowing for time-
varying returns in an otherwise standard Permanent Income Hypothesis (PIH) model. At the net worth peak, households bring consumption 
forward in anticipation of low returns on saving. The PIH model fully explains the empirical response when households initially expect the 
net worth shock to be permanent, but gradually learn that it is in fact transitory. 
 
Tuesday 5 July, 15.30 - 17.00  Experimental Economics (Australian Economic Policy)  
 
Sascha Schweitzer, Karlsruhe Institute of Technology (KIT) 
Auction Format and Auction Sequence in Multi-Item Multi-Unit Auctions 
 
We experimentally study the effect of auction format (sealed bid vs. open clock vs. closed clock) and auction sequence (simultaneous vs. 
sequential) on bidding behavior and auction outcomes in multi-unit multi-item auctions with a large number of bidders. Consistent with the 
previous literature, we find that the different auction formats perform rather similarly with respect to efficiency, auction revenues, and 
bidder profits. However, auctioning multiple, partly substitutable items sequentially yields more efficient allocations, higher revenues, and 
better price signals than simultaneous auctions. Prominent field applications of our results are primary allocations of emission permits 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 standard procedure for governments around the globe to allocate radio 
spectrum that is highly valuable to, amongst others, providers of mobile telephony services. While auctions have been used for millennia in 
situations where markets are thin or non-existent, the auctioning of spectrum has introduced a new level of complexity. This complexity 
arises because purchasers need not just single licences but packages of licences in order to operate. The objects being auctioned - the 
licences - are not all identical. They are differentiated along a number of dimensions, in particular frequency, bandwidth, and geographical 
location. The value of a package of licences depends not just on the characteristics of the individual licences but also on how well they fit 
together in geographic space and in frequency space. This paper experimentally studies four auction formats that have been advocated for 
selling spectrum both in Australia and abroad: A Simultaneous Multiround Auction (SMR) which does not allow for package bidding, a 
Simultaneous Multiround Auction with Hierarchical Package Bidding (SMR-HPB) which allows bidding on predefined packages, and two 
combinatorial clock auctions (CC-Porter and CC-ACM) which allow for unconstrained package bidding. Unlike previous studies, we consider a 
low competition environment in which the spectrum per bidder ratio is large. In this environment, there is significant scope for strategic 
action by participants and the potential for tacit collusion. We find that while there is little difference in efficiency across auction formats, 
but that efficiency and revenue are low compared to previous studies due to a form of tacit collusion we call "demand reduction." We 
advocate the use of scaling reserves which can eliminate demand reduction while having minimal impact on the overall efficiency of the 
market. 
 
Ralph-C 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. Despite many empirical 
ǎǘǳŘƛŜǎ ŎƻƴΧŦƛǊƳƛƴƎ ǘƘƛǎ ϦwƻŎƪŜǘǎ-and-Feathers" phenomenon for different industries, the mechanism driving it is not well understood. In 
this paper, we show that, in contrast to the theoretical prediction, asymmetric price adjustment to cost shocks, as well as price dispersion, 
arises in experimental Diamond (1971) markets. The analysis of individual behavior suggests that the observed price dispersion can be 
explained by bounded rationality, as our data are well explained by Quantal Response Equilibrium (McKelvey and Palfrey 1995). Asymmetric 
price adjustment is caused by the buyers with adaptive expectation updating differently quickly after positive and negative shocks. 
 
Tuesday 5 July, 15.30 - 17.00  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) and Kaas and 
Madden (2010, Economic Theory) which analyse the role of minimum wages in labour markets. In this article we further discuss the 
implications on the government employment in a Hotelling oligopsony. Consider a location-wage equilibrium with pure strategies in a 
bounded linear market, several analytical results are obtained as follows. Firstly, we show the existence of a collection of location-price 
equilibria which follow a unique type and provide equivalent employment and wage distributions. Secondly, endogenous unemployment 
rate is shown to be related to the marginal product and the number of firms. Wages are increasing in the marginal product of the 
oligopolistic firms. Thirdly, the optimal policies are discussed. The socially optimal minimum wage as well as the unemployment subsidy are 
solved analytically. Imposing a higher minimum wage driving out a lower productivity firm can be more welfare improving than lower 
minimum wages. The optimal unemployment subsidy is positively related to the transportation rate and negative to the productivity and 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 data on frequency of 
service and passenger volumes on nonstop routes on the transatlantic airline market with the information on dynamics of airline 
partnerships, we find evidence consistent with the airlines operating under antitrust immunity refusing to accept connecting passengers 
from the carriers outside of the partnership at respective hub airports. When an airline partnership is granted antitrust immunity, airlines 
ƻǳǘǎƛŘŜ ǘƘƛǎ ǇŀǊǘƴŜǊǎƘƛǇ ŜƴŘ ǳǇ ǊŜŘǳŎƛƴƎ ǘƘŜƛǊ ǘǊŀŦŦƛŎ ǘƻ ǘƘŜ ǇŀǊǘƴŜǊ ŀƛǊƭƛƴŜǎΩ Ƙǳō ŀƛǊǇƻǊǘǎ ōȅ нΦс-8.5 percent (depending on the specification 
and estimation technique involved). Our results suggest ambiguous welfare effects of antitrust immunity on some markets, where previous 
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 of the retail outlet in terms 
ƻŦ ƳŀƴŀƎŜǊƛŀƭ ǎǘǊǳŎǘǳǊŜǎΣ ǘƘŜ ƛƴǇǳǘ Ŏƻǎǘǎ ƻŦ ǘƘŜ ǊŜǘŀƛƭ ŬǊƳ ŀƴŘ ǘƘŜ ŎƘŀǊŀŎǘŜǊƛǎǘƛŎǎ ƻŦ ǘƘŜ ƳŀǊƪŜǘ ƛǘ ƻǇŜǊŀǘŜǎ ǿƛǘƘƛƴΦ ¢ƘŜ ƳƻŘel is estimated 
using date relating to the retail gasoline markets of South-East Queensland but the generic nature of the model means that the results will 
ōŜ ƻŦ ƎŜƴŜǊŀƭ ƛƴǘŜǊŜǎǘΦ ¢ƘŜ ǊŜǎǳƭǘǎ ƛƴŘƛŎŀǘŜ ǘƘŀǘ ōƻǘƘ ƭƻŎŀƭ ŜũŜŎǘǎΣ ǎǳŎƘ ŀǎ ǘƘŜ ƴŀǘǳǊŜ ƻŦ ǘƘŜ ƳŀǊƪŜǘ ǎǇŀŎŜΣ ŀƴŘ Ǝƭƻōŀƭ ŜũŜŎǘs, including input 
costs represented by the price of crude oil, are important determining factors. It is shown that when the costs of the retail ŬǊm and the 
ƴŀǘǳǊŜ ƻŦ ǘƘŜ ƳŀǊƪŜǘ ǎǇŀŎŜ ŀǊŜ ŀŎŎƻǳƴǘŜŘ ŦƻǊΣ ǾŜǊǘƛŎŀƭ ƛƴǘŜƎǊŀǘƛƻƴ ƭŜŀŘǎ ǘƻ ǎƛƎƴƛŬŎŀƴǘƭȅ ƘƛƎƘŜǊ ǇǊƛŎŜǎ ŀƴŘ ƛǎ ǘƘŜǊŜŦƻǊŜ ŀǎǎƻŎiated with the 
exercise of market power. 
 
Tuesday 5 July, 15.30 - 17.00  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 effect of age at entry to Year 
1 on schooling outcomes at around ages 15-20. The OLS/ probit estimates usually indicate a significant association between entry age and 
three outcomes, including test scores in reading and mathematics at around age 15-16 and probability of grade repetition by that age. 
However, most of the IV estimates, which account for the endogeneity of entry age, are insignificant. The only significant result is that a one-
year delay in Year 1 entry reduces the likelihood of grade repetition by 27-66%. Under neither estimator does entry age show an effect on 
the probability of university attendance. Our results contrast with most of the existing international evidence which shows that late school 
ŜƴǘǊȅ Ƙŀǎ ŀ ǎƛƎƴƛŦƛŎŀƴǘΣ ǇƻǎƛǘƛǾŜ ŜŦŦŜŎǘ ƻƴ ǎǘǳŘŜƴǘǎΩ ǎŎƘƻƻƭƛƴƎ ƻǳǘŎƻƳŜǎΦ DƛǾŜƴ ǘƘŀǘ ŘŜƭŀȅŜŘ ǎŎƘƻƻƭ ŜƴǘǊȅ ƴŜŎŜǎǎƛǘŀǘŜǎ ŎƘƛƭŘ care costs and 
reduces working lives, our findings suggest that it is not sensible for governments or schools to raise school entry ages or for parents to delay 
ǘƘŜƛǊ ŎƘƛƭŘǊŜƴΩǎ ǎŎƘƻƻƭ ŜƴǊƻƭƳŜƴǘΦ 
 
Rashmi Barua, Singapore Management University 
Education and Teen Traffic Accidents: Evidence from No Pass, No Drive Laws 
 
aǳŎƘ ŀǘǘŜƴǘƛƻƴ Ƙŀǎ ōŜŜƴ ǇŀƛŘ ǊŜŎŜƴǘƭȅ ǘƻ ǘƘŜ ǳǎŜ ƻŦ ǇƻǎƛǘƛǾŜ ƛƴŎŜƴǘƛǾŜǎ ƻǊ άŎŀǊǊƻǘǎέ ŀ ǿŀȅ ǘƻ ƛƳǇǊƻǾŜ ŀŎŀŘŜƳƛŎ ƻǳǘŎƻƳŜǎΦ IƻǿŜver, not 
Ƴŀƴȅ ǎǘǳŘƛŜǎ ƘŀǾŜ ŜǾŀƭǳŀǘŜŘ ǘƘŜ ƛƳǇŀŎǘ ƻŦ ƴŜƎŀǘƛǾŜ ƛƴŎŜƴǘƛǾŜǎ ƻǊ άǎǘƛŎƪǎϦΦ Lƴ ǘƘƛǎ ǇŀǇŜǊΣ ǿŜ ŜǾŀƭǳŀǘŜ ǘƘŜ ƛƳǇŀŎǘ ƻŦ ŀ ǊŜƭŀǘƛǾely low cost 
negative incentive policy, No Pass No Drive (NPND) Laws, on education and teen traffic accidents. Since the 1990s many US states have set 
ǊŜǎǘǊƛŎǘƛƻƴǎ ŦƻǊ ǘŜŜƴŀƎŜǊǎ ǘƻ ƘŀǾŜ ŀŎŎŜǎǎ ǘƻ ŀ ŘǊƛǾŜǊΩǎ ƭƛŎŜƴǎŜΦ ¢ƘŜǎŜ ƭŀǿǎΣ ŎƻƳƳƻƴƭȅ ƪƴƻǿƴ ŀǎ ǘƘŜ bƻ tŀǎǎ bƻ 5ǊƛǾŜ ƭŀǿǎΣ ǊŜǉuire that 
students must continually earn their driving privileges by staying in school and passing their classes. We exploit cross state variation in scope 
and timing of the law to identify effects not only on education, but also on an important education externality, namely, teenage traffic 
accidents. 
 
Using data from the CPS and US Census, we show that NPND laws have a positive and significant effect on educational attainment among 
teenagers and the effect is particularly large for boys (an increase of 0.06 years of education). This is a crucial result for policy purposes since 
previous studies have shown that positive incentives do not have an impact on academic performance for boys. On the other hand, our 
results are in line with recent studies (Lindo, Sanders, and Oreopoulus, 2009; Vidal-Fernandez, 2010) that have shown that negative 
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 rates through at least 
two channels: (i) Through its effect on education: Risk aversion, patience, alcohol use etc and, (ii) Allocation of time (between school work, 
leisure and market work). Preliminary results using state level data from the Fatality Analysis Reporting System (FARS) suggests that NPND 
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 cause of death among young 
adults in developed countries. In the U.S. drivers between 16 to 19 years old are four times more likely to have accidents than older drivers. 
Hence, it is relevant to analyse whether setting academic requirements to access driving privileges has any impact on accident rates. Second, 
ƻǳǊ ǊŜǎǳƭǘǎ ǎƘƻǿ ǘƘŀǘ ǳƴƭƛƪŜ άŎŀǊǊƻǘǎέΣ ƴŜƎŀǘƛǾŜ ƛƴŎŜƴǘƛǾŜǎ ǎŜŜƳ ŀƴ ŜŦŦŜŎǘƛǾŜ ǿŀȅ ǘƻ ƛƳǇǊƻǾŜ ŀŎŀŘŜƳƛŎ ǇŜǊŦƻǊƳŀƴŎŜ ŀƳƻƴƎ ōƻȅǎΦ 
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Maria Racionero, The Australian National University 
Voting on income-contingent loans 
 
We consider risk-averse individuals who differ in two characteristics -- ability to benefit from education and inheritance -- and analyze higher 
education participation under two alternative financing schemes - tax subsidy and (risk-sharing) income-contingent loans. With decreasing 
absolute risk aversion a distributional university bias exists, with individuals with larger bequests being more likely to undertake higher 
education despite the fact that, according to the stylized financing schemes we consider, individuals do not pay up front any financial cost of 
education. We then determine which financing scheme arises when individuals are allowed to vote between schemes. If participation is 
relatively low the income-contingent scheme obtains a majority. The tax-subsidy scheme results only if participation is relatively large and 
relatively extreme assumptions are placed on relevant parameters. 
 
Tuesday 5 July, 15.30 - 17.00  Applied Economics/Econometrics (Labor, Health and Production Economics)  
 
Zeng-Hua 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 Production Function 
 
This paper extends the ordered probit stochastic frontier model for a production function with discrete ordinal outcomes (Griffiths, Zhang 
and Zhao 2010) to further allow for unobserved firm heterogeneity as well as inefficiency. The issue of distinguishing between individual firm 
heterogeneity and production inefficiency in frontier models with fully observed continuous outcome variables is discussed by Greene (2004, 
2005) in a panel data setting. We investigate the same issue for the case of discrete ordered dependent variables using a panel data model 
with both inefficiency and random effect error terms. Bayesian estimation utilizing a Gibbs sampler with data augmentation is applied to 
estimate the model. Monte Carlo results suggest that both individual heterogeneity and inefficiency can be separately identified very well, 
and ignoring individual effect has interesting bias effects. The model is applied to the analysis of individual health production using 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, it is common to estimate 
either a system of demand equations alone, or to supplement them by the cost function. In this paper it is argued that, in either case, 
because of an adding up condition, the implied error structure is inadmissible and estimation of the model is not invariant to the deleted 
equation. Alternatively, if the technology is specified by a Translog cost function, it is common to estimate either a system of share equations 
alone, or to supplement them by the cost function. By adding up, one of the share equations is excluded, and the corresponding system of n-
1 share equations is essentially incomplete, whereas if the n-1 share equations are supplemented by the cost function the implied error 
structure of the cost function is likely to be empirically inconsistent with the errors of the share equations. For these two functional forms, 
alternative estimation strategies are suggested that are complete, admissible and invariant to the deleted equation. The issues are illustrated 
by comparison of estimated elasticities for various specifications using a pseudo-micro dataset for Australian broadacre agricultural 
production. 
 
Tuesday 5 July, 15.30 - 17.00  Non- and Semi-Parametric 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 any regression analysis. In this 
paper, we approximate the error density of a nonparametric regression model by a mixture of Gaussian densities with means being the 
individual error realizations and variance a constant parameter. We investigate the construction of likelihood and posterior of bandwidth 
parameters under this mixture of Gaussian error densities in a non-parametric regression. A Markov chain Monte Carlo algorithm is 
presented for sampling bandwidths that are involved in the kernel estimators of the regression and error density. A simulation study shows 
that the mixture Gaussian error density is not favored against its parametric counterpart under a correctly specied error density, but is 
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 overnight FTSE and S&P 500 
returns. Although there is not enough evidence supporting the mixture Gaussian error density against the Student t error density, the former 
captures a more reasonable left-tail feature than the latter. Moreover, the assumption of either a Gaussian or Student t error density under-
estimates the value-at-risk in comparison to the assumption of the mixture Gaussian density. The proposed Bayesian sampling procedure 
under the mixture Gaussian error density is also validated through the nonparametric regression involved in the state-price density 
estimation proposed by Ait-Sahalia 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 treatment effects, while a 
key restriction in these works is to assume the discontinuity point to be known, which is not always possible in practice. This paper extends 
the applicability of the regression discontinuity design by allowing an unknown discontinuity point. First, we construct tests to test whether 
there is selection or treatment effect. Second, we estimate the treatment effect by estimating the nuisance discontinuity point first. In 
testing, we show that our tests are consistent. Also, a bootstrap method is proposed to find the critical values. In estimation, we show that 
the estimating of the discontinuity point will not affect the efficiency of the treatment effect estimator. Simulation studies confirm the 
usefulness of our procedures in finite samples. 
 
Julia Polak, Monash University 
Forecasting Model Validation 
 
Forecasting models play a crucial role in many decision-making areas. Many tools have been developed for model selection and validation 
(on available data) but only few exist for answering the question whether the model under the test is still valid for the new observations. 
Especially when one looks for a quick answer after a small number of extra observations have become available. In this paper we analyze the 
model, which has already been selected, and examine whether its predictive ability is still good enough or the model needs to be re-
estimated.  
 
The proposed prediction capability procedure is based on nonparametric density estimation of the expected realizations from the examined 
model and on an approximated p value. The uniqueness of this procedure is that it provides guidelines after relatively low number of new 
(true) realizations. The procedure's ability to quickly recognize a change in the `reality' is demonstrated on the AR(1) and the linear models. 
We have examined changes in the error variance and in the AR coefficient in the AR(1) model. In the linear model we have examined 
changes in the error variance and in the error distribution and the addition of economic cycle term. Although these are very simple models 
they are very frequently used in practice and the examined changes occur frequently. We find that the procedure has high power and a 
reasonably small size to recognize the changes in the data generation process after 10 to 20 new observations, depending on the type and 
the extent of the change as well as on the required confidence level. 
 
Tuesday 5 July, 15.30 - 17.00  Applied Macroeconomics/Macroeconometrics  
 
Hung Do, Monash University 
Realized Spill-over Effect Within-Between Stock and Foreign Exchange Market 
 
Extending the idea of realized volatility, we construct realized skewness and realized kurtosis non-parametrically from intraday returns 
following the suggestion of Dacorogna et al.(2001). The realized measures are then modelled directly in a Vector Autoregressive (VAR) 
system to investigate the spill-over effect within-between stock and foreign exchange markets. For statistical inference, we construct the 
95% Bias-/ƻǊǊŜŎǘŜŘ .ƻƻǘǎǘǊŀǇ /ƻƴŦƛŘŜƴŎŜ LƴǘŜǊǾŀƭ ŦƻǊ ǘƘŜ ±!wΩǎ DŜƴŜǊŀƭƛȊŜŘ LƳǇǳƭǎŜ ǊŜǎǇƻƴǎŜ ǇǊƻǇƻǎŜŘ ōȅ 9ŦǊƻƴ ŀƴŘ ¢ƛōǎƘƛǊŀƴƛ όмф93). Our 
empirical results support the presence of a spill-over effect in all three contexts (i.e realized volatility, realized skewness and realized 
ƪǳǊǘƻǎƛǎύΦ IƻǿŜǾŜǊΣ ǘƘŜǎŜ ŜŦŦŜŎǘǎ ŀǊŜ ŘƛŦŦŜǊŜƴǘ ƛƴ ƴŀǘǳǊŜ ŀƴŘ ǘƘŜƛǊ ŜȄƛǎǘŜƴŎŜ ƛǎ ŀŦŦŜŎǘŜŘ ōȅ ǘƘŜ ƳŀǊƪŜǘǎΩ ǇǊƻǇŜǊǘƛŜǎΦ ¢ƘŜ ǊŜŀlized volatility spill-
over effect often remains for nearly 20 days analyzed; whereas, the spill-over effect of realized skewness and kurtosis is significant initially 
but dies out quickly. Further, we generally observe more evidence of realized volatility and kurtosis spill-over effect in developed markets 
than in emerging markets. Conversely, more evidence of realized skewness can be found in emerging markets rather than developed 
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.S. three-month Treasury bill rate. We 
emphasize how consistent OLS estimators can be obtained from an extended Fisher equation which includes a proxy variable of inflation 
uncertainty measured by an ARCH-type model. The empirical results show a significant negative effect of inflation uncertainty on the 
nominal interest rate. This evidence does not support the hypothesis of inflation risk premium that inflation uncertainty may positively affect 
the nominal interest rate. 
 
Heather Anderson, Monash University 
Testing for Co-jumps with High-Frequency Financial Data: An Approach Based on First-High-Low-Last Prices 
 
¢Ƙƛǎ ǇŀǇŜǊ ǇǊƻǇƻǎŜǎ ŀ ƴŜǿ ŀǇǇǊƻŀŎƘ ǘƻ ǘŜǎǘ ŦƻǊ ŎƻƳƳƻƴ ƛƴǘǊŀŘŀȅ ƧǳƳǇǎ ƛƴ ŀ ǇŀƴŜƭ ƻŦ ƘƛƎƘ ŦǊŜǉǳŜƴŎȅ ŬƴŀƴŎƛŀƭ ŘŀǘŀΦ ²Ŝ ǳǘƛƭƛȊŜ ƛntrŀŘŀȅ ŬǊǎǘ-
highlow- last values of asset prices to construct a novel estimator for the cross variance structure of a large panel of high frŜǉǳŜƴŎȅ ŬƴŀƴŎƛŀƭ 
ŘŀǘŀΣ ŀƴŘ ǘƘŜƴ ŜƳǇƭƻȅ ǘƘƛǎ ŜǎǘƛƳŀǘƻǊ ǘƻ ǇǊƻǾƛŘŜ ŀ ŬǊǎǘ-high-low-last price based test statistic to determine if this covariance is partially 
attributable to common large discrete movements (co-ƧǳƳǇǎύΦ ²Ŝ ǎǘǳŘȅ ǘƘŜ ŬƴƛǘŜ ǎŀƳǇƭŜ ōŜƘŀǾƛƻǳǊ ƻŦ ƻǳǊ ŬǊǎǘ-high-low-last price based 
ǘŜǎǘ ǳǎƛƴƎ aƻƴǘŜ /ŀǊƭƻ ǎƛƳǳƭŀǘƛƻƴΣ ŀƴŘ ŬƴŘ ǘƘŀǘ ƛǘ ƛǎ ƳƻǊŜ ǇƻǿŜǊŦǳƭ ǘƘŀƴ ǘƘŜ ŜȄƛǎǘƛƴƎ ǊŜǘǳǊƴ ōŀǎŜŘ Ŏƻ-jump test (see Bollerslev et al, 2008) 
for covariance measured at the same sampling frequency. When applied to a panel of high frequency data from the Chinese mainland stock 
ƳŀǊƪŜǘΣ ƻǳǊ ŬǊǎǘ-high-low-ƭŀǎǘ ǇǊƛŎŜ ōŀǎŜŘ ǘŜǎǘ ƛŘŜƴǘƛŬŜǎ ƳƻǊŜ ŎƻƳƳƻƴ ƧǳƳǇǎ ǘƘŀƴ ǘƘŜ ǊŜǘǳǊƴ-based test in this emerging market. 
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Tuesday 5 July, 15.30 - 17.00  Public Economics/Microeconomic Policy (Political Economy)  
 
Steven Callander, Stanford University 
Incentives to Experiment in a Federal System 
 
A well-known advantage of a federal system is that it allows policy experimentation at the sub-unit level. What is as yet unexplored is 
whether this freedom leads to the right experiments being undertaken. We develop a formal model in which districts at the sub-federal level 
have the ability to choose the ideological location of their experiment as well as how many resources to devote to it. We show that the free-
riding problem in federal systems is particularly pernicious in this setting, and can induce Pareto dominated policy choices from all member 
districts. We also investigate the optimal design of a federal system and show that partial decentralization is optimal, in which states begin 
with control of policy but ultimately relinquish it. This shows that the typically-analyzed settings of full centralization or full decentralization 
miss important parts of the analysis. We relate the prediction of our model to the evolving federal systems in the U.S. and Europe. 
 
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 paper relaxes players' actions 
compared to the traditional political accountability model, which considers the retrospective voting rule and overall veto. Under this 
traditional model, any optimal policy is not implementable in the sense that the allocation that maximizes the voters' welfare cannot be an 
outcome in any sub game perfect equilibrium. However, once the strategy spaces are relaxed, then the optimal and fair allocation is 
implementable. Specifically, this paper introduces line-item veto and the action-based voting rule to achieve the goal. In addition, the paper 
discusses what happens if either of line-item veto or the action-based 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 monetary union (MU) can 
ǎŜǾŜǊŜƭȅ ƧŜƻǇŀǊŘƛǎŜ ŬƴŀƴŎƛŀƭ ŀƴŘ ǇƻƭƛǘƛŎŀƭ ǎǘŀōƛƭƛǘȅ ƻŦ ǘƘŜ a¦Φ ²Ŝ ǎƘƻǿ ǘƘŀǘ ŬƴŀƴŎƛŀƭ ŀƴŘ ǇƻƭƛǘƛŎŀƭ ǎǘŀōƛƭƛǘȅ ƻŦ ŀ a¦ ŀǊŜ ŘŜǘermined by the 
ŘŜƎǊŜŜ ƻŦ ƘŜǘŜǊƻƎŜƴŜƛǘȅ ƛƴ ǘƘŜ ǎǘŀƎŜ ƻŦ ŘŜǾŜƭƻǇƳŜƴǘ ƻŦ ƛǘǎ ƳŜƳōŜǊ ǎǘŀǘŜǎ ŀƴŘ ǘƘŜƛǊ ōŜƴŜŬǘǎ ŀƴŘ Ŏƻǎǘǎ ŦǊƻƳ ōŜƛƴƎ ŀ ƳŜƳōŜǊ ƻŦ ǘhe MU. The 
ŜȄƛǎǘŜƴŎŜ ƻŦ ŬƴŀƴŎƛŀƭ ŀƴŘ ǇƻƭƛǘƛŎŀƭ ǎǘŀōƛƭƛǘȅ ǘǳǊƴǎ ƻǳǘ ǘƻ ōŜ Ƴǳǘǳŀƭƭȅ ŜȄŎƭǳǎƛǾŜΦ ²Ŝ ǎƘƻǿ ǘƘŀǘ ŀ a¦ ƛǎ ǇƻƭƛǘƛŎŀƭƭȅ ǎǘŀōƭŜ ƛŦ gains from political 
stability are high for solvent countries. In this case solvent countries rather bail insolvent countries out than expel them. In contrast the MU 
ƛǎ ǇƻƭƛǘƛŎŀƭƭȅ ǳƴǎǘŀōƭŜ ƛŦ ŘƛũŜǊŜƴŎŜǎ ƛƴ ǘƘŜ ǎǘŀƎŜ ƻŦ ŘŜǾŜƭƻǇƳŜƴǘ ōŜǘǿŜŜƴ ŎƻǳƴǘǊƛŜǎ ŀǊŜ ƘƛƎƘΦ Lƴ ǘƘƛǎ ŎŀǎŜ ōŀƛƭƻǳǘ Ŏƻǎǘǎ ŀǊŜ high and solvent 
countries rather expel insolvent countries than bail them out. The current equilibrium in EMU, in which more solvent countries give a 
bailout, proves to be unsustainable in our model. We predict a core EMU that consists of more homogeneous countries. 
 
Wednesday 6 July, 10.30 - 12.00  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 to momentum effects. 
Momentum is modelled as a complementarity between current and past advertising spending in a way that is reminiscent of models of 
addiction and habit formation: the more effective a player's past spending has been, the more effective her current and future spending will 
be. We analyse a two-agent zero-sum differential game. We show that for symmetric games with a Cobb-Douglas payoff function the closed-
loop equilibrium leads to an outcome that is equivalent to that of an open-loop equilibrium of the same game, but in which the momentum 
effect is more pronounced. In the polar case where the advertising stock does not decay over time, the advertising path is a decreasing 
power function. We also look at non-symmetric games, for which we compute the open-loop equilibria numerically by solving the discrete-
time analog of the continuous-time game. Our numerical results suggest that in games where one politician has more resources than her 
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 case. Even when there is an 
overall synergy between two agents or assets, co-location may cause investments by the parties involved to become substitutes at the 
margin. Consequently, two complementary agents may underinvest, and this underinvestment can lead to a lower surplus, even when taking 
into account the potential synergy. Our counterintuitive result applies to allocation of workers to teams, mergers and franchising 
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 coordination 
behaviour among the members. I show that the existence of the coordination motive dismisses Condorcet's (1785) suggestion and the nite 
optimal size of the group is determined. The results suggest that we should form small groups when decision-making environments can 
generate coordination motive among members. 
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Wednesday 6 July, 10.30 - 12.00  Panel Data Analysis (Spatial Data)  
 
Hao Zhang, Purdue University 
Theory and Practice for Massive Spatial and Spatio-temporal Data 
  
When data have an attribute denoting where and/or when they are collected, they are called spatial or spatio-temporal data. Due to 
advances in technology for collecting and achieving data, these data can be quite large in size. Because spatial data are often correlated, 
some traditional inferential methods such as likelihood-based methods or Bayesian methods can be computationally very demanding or 
intractable. I will review some recent advances in the theory and methods for the analysis of massive spatial data which include covariance 
tapering, low-rank 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 allows cross-sectional dependence among the responses, unknown 
ƘŜǘŜǊƻǎŎŜŘŀǎǘƛŎƛǘȅ ƛƴ ǘƘŜ ŘƛǎǘǳǊōŀƴŎŜǎΣ ŀƴŘ ƘŜǘŜǊƻƎŜƴŜƻǳǎ ƛƳǇŀŎǘǎ ƻŦ ŎƻǾŀǊƛŀǘŜǎ ƻƴ ŘƛũŜǊŜƴǘ Ǉƻƛƴǘǎ όǉǳŀƴǘƛƭŜǎύ ƻŦ ŀ ǊŜǎǇƻƴǎŜ distribution. 
The instrumental variable quantile regression (IVQR) method of Chernozhukov and Hansen (2006) is generalized to allow the data to be non-
ƛŘŜƴǘƛŎŀƭƭȅ ŘƛǎǘǊƛōǳǘŜŘ ŀƴŘ ŘŜǇŜƴŘŜƴǘΣ ŀƴ L±vw ŜǎǘƛƳŀǘƻǊ ŦƻǊ ǘƘŜ {v!w ƳƻŘŜƭ ƛǎ ǘƘŜƴ ŘŜŬƴŜŘΣ ŀƴŘ ƛǘǎ ŀǎȅƳǇǘƻǘƛŎ ǇǊƻǇŜǊǘƛŜǎ ŀǊŜ derived. 
{ƛƳǳƭŀǘƛƻƴ ǊŜǎǳƭǘǎ ǎƘƻǿ ǘƘŀǘ ǘƘƛǎ ŜǎǘƛƳŀǘƻǊ ǇŜǊŦƻǊƳǎ ǿŜƭƭ ƛƴ ŬƴƛǘŜ ǎŀƳǇƭŜǎ ŀǘ ǾŀǊƛƻǳǎ ǉǳŀƴǘƛƭŜ ǇƻƛƴǘǎΦ Lƴ ǘƘŜ ǎǇŜŎƛŀƭ ŎŀǎŜ ƻŦ spatial median 
regression, it outperforms the conventional QML estimator without taking into account of heteroscedasticity in the errors; it also 
outperforms the GMM estimators with or without 
heteroscedasticity. An empirical illustration is provided. 
 
Zudi Lu, The University of Adelaide 
Estimation in Semiparametric Functional-Coefficient Spatial Regression: A Robust Framework 
 
This paper considers an estimation of semiparametric functional (varying)-coefficient regression with spatial data. A general framework is 
developed to treat median regression, quantile regression and robust conditional regression for spatial data in one setting (which also takes 
conditional mean regression as a special case). The local M-estimators of the unknown coefficient functions are proposed by using local 
linear approximation. The asymptotic distributions of the local M-estimators are established under weak spatial mixing conditions that allow 
the data-generating processes to be either stationary or non-stationary with spatial trends. Applications of the main results to estimating the 
conditional quantile coefficient functions and the robust conditional regression coefficient functions are illustratively derived. Finite sample 
performance properties of the proposed estimators are reported via Monte Carlo simulations with non-Gaussain spatial data. 
 
Wednesday 6 July, 10.30 - 12.00  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 the greenhouse gas 
emissions associated with output versus international transportation of traded goods.  International transportation represents only a small 
fraction (3.5 per cent) of worldwide emissions, but when compared to emissions from the production of exported goods transportation 
looms much larger.  World-wide 37 per cent of trade-related emissions come from international transport.  North America is especially 
reliant on air cargo; as a result 67 per cent of its export-related emissions are due to international transport.  Over 80 per cent of machinery 
export emissions come from international transport.  We then simulate trade growth associated with growing GDP and tariff liberalization to 
calculate emissions growth.  Full liberalization of tariffs leads to transport emissions growing twice as fast as trade shifts toward 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 Cross-Country Panel Data 
 
Popular media and anecdotal evidence suggests that aspects of globalization, particularly trade liberalization, are associated with increasing 
social tension such as higher crime rates. Moreover recent theoretical models have suggested that trade liberalization might reduce crime, 
ōǳǘ ǘƘŜ ŜũŜŎǘ ŘƛũŜǊǎ ŦƻǊ ƭŀōƻǳǊ ŀōǳƴŘŀƴǘ ŀƴŘ ŎŀǇƛǘŀƭ ŀōǳƴŘŀƴǘ ŎƻǳƴǘǊƛŜǎΦ ¢ƘƻǳƎƘ ǘƘŜǊŜ ƛǎ ǎǳōǎǘŀƴǘƛŀƭ ŜǾƛŘŜƴŎŜ ǘƘŀǘ ŎǊƛƳŜ ǊŀǘŜs dƛũŜǊ ŀŎǊƻǎǎ 
countries the proposition that trade liberalization in itself has an impact on crime has not been tested in the literature. We test this theory 
ŀƴŘ ŬƴŘ ǘƘŀǘ ŀ ƘƛƎƘŜǊ ŘŜƎǊŜŜ ƻŦ ǘǊŀŘŜ ƭƛōŜǊŀƭƛȊŀǘƛƻƴΣ ŀǎ ƳŜŀǎǳǊŜŘ ōȅ ōƻǘƘ ƘƛƎƘŜǊ ƻǇŜƴƴŜǎǎ ŀƴŘ ƭƻǿŜǊ ƛƳǇƻǊǘ Řǳǘȅ ǊŀǘŜǎΣ ǘŜƴŘ ǘo increase 
burglaries and thefts in labour abundant countries. In contrast, in capital abundant countries, trade liberalization has either a small negative 
ŜũŜŎǘ ƻǊ ƴƻ ŜũŜŎǘ ƻƴ ŎǊƛƳŜ ǊŀǘŜǎΦ 
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Shi-Shu Peng, Academia Sinica 
Foreign Direct Investment with Heterogeneous Entry Costs 
 
In this paper, I argue that multinational activity is not just a privilege of large firms. Models with fixed entry costs and heterogeneous 
productivity such as Melitz (2003) and Helpman, Melitz and Yeaple (2004) predict that only firms above a certain size or productivity 
threshold should engage in international trade or foreign direct investment (FDI). I show that this prediction is not supported by the data: 
the share of Taiwanese multinationals with foreign investments in both developing and advanced economies is smoothly increasing in firm 
size. I then argue that this fact can be explained by introducing entry cost heterogeneity to the model, which allows smaller firms to engage 
in multinational activity if their associated fixed cost is low. This framework also predicts that, relative to the standard model, (1) the effect 
of expanding foreign markets on multinational activity through the channel of extensive margin is still significant, but the composition of new 
entrants is different: there are small- and medium-sized firms; (2) policies which reduce entry costs will have a larger effect on total sales of 
the firms investing abroad and their extent of global investments if the reduction of costs due to such policies is high enough. 
 
Wednesday 6 July, 10.30 - 12.00  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 (ITLSNAP ) model.  
The model is derived directly from the consumer profit function and the unobservable price of utility is eliminated using total expenditures 
to obtain a model that is linear in parameters.  The model is applied to U.S. demand for wine, beer, and spirits using pseudo panel data for 
four regions over the time period 1984-2006.  The results are consistent with theory and rational addiction is found present in wine.  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 use hospitalization 
and mortality data from 1988 to 2006 to evaluate the effect of relaxing restrictions on alcohol access in this context. Using a difference in 
differences methodology, our study argues that there was a substantial jump in alcohol-related hospitalizations among those newly eligible 
to legally purchase liquor. We find that the increase was larger for males (around 26%) than females (around 16%), and that those younger 
than 18 did not experience an increase in alcohol-related hospitalizations. While we find a substantial increase in alcohol-related morbidity, 
we find that prior work overstated the increase. Based on hospitalizations, we find little evidence for substitution between drugs and 
alcohol, and we report suggestive evidence for the view that after becoming legally eligible young people gradually learn to drink 
responsibly. We consider regression discontinuity estimates of the effect of lowering the minimum legal purchase age and find that they are 
not closely related to difference-in-difference estimates, perhaps reflecting imperfect enforcement for those close to the cutoff age. 
  
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 markets has important policy implications. For example, if adverse 
selection effects are small while moral hazard effects are large, conventional remedies for ineffciencies created by adverse selection (e.g., 
mandatory enrolment) may lead to substantial increases in health care spending. Unfortunately, there is no consensus on the magnitudes of 
ad- verse selection vs. moral hazard. This paper sheds new light on this important topic by studying the US Medigap (supplemental) health 
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 for correlation between 
unobserved determi- nants of expenditure and insurance demand, and for heterogeneity in the size of moral hazard effects. Inference relies 
on an MCMC algorithm with data augmentation. Our results suggest there is adverse selection into Medigap, but the effect is very small. A 
one standard deviation increase in expenditure risk raises the probability of insurance purchase by only 0.01. In contrast, our estimate of the 
moral hazard effect is much larger. On average, Medigap coverage increases health care expenditure by 23%. 
 
Wednesday 6 July, 10.30 - 12.00  Non- and Semi-Parametric 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 conditional duration (ACD) 
model developed in Wongsaart et. al. (2011) is the fact that its estimation method does not require a parametric assumption on the 
conditional  
distribution of the standardized duration process and, therefore, the shape of the baseline hazard function. The research in this paper 
complements that of Wongsaart et. al. (2011) by introducing a nonparametric procedure to testing the parametric density function of ACD 
error through the use of the SEMI--ACD based residual. The hypothetical structure of the test is useful, not only to the establishment of a 
better parametric ACD model, but also to the specification testing of a number of financial market microstructure hypotheses, especially 
those related to the information asymmetry in finance. The testing procedure introduced in this paper differs in many ways from those 
discussed in existing literatures, for example Gao and King (2004), Fernandes and Grammig (2005) and Ait-Sahalia (1996). We show 
theoretically and experimentally the statistical validity of our testing procedure, while demonstrating its usefulness and practicality using 
datasets from New York and Australia Stock Exchange. 
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María Florencia Gabrielli, CONICET 
Semiparametric Estimation of First-Price Auction Models 
 
In this paper, we propose a semiparametric estimator within the class of indirect methods. In the same spirit as Guerre Perrigne and Vuong 
(2000)(GPV (2000) hereafter) our procedure is in two steps. Unlike GPV (2000), our second step is fully parametric and therefore our 
resulting model falls within the category of semiparametric models. Specifically, we propose to model private valuations through a set of 
conditional moment restrictions. For sake of simplicity, we consider a symmetric first-price sealed-bid auction model within the independent 
private value (IPV) paradigm with a nonbinding reserve price. However, our estimation procedure applies to a more general class of auction 
models, namely symmetric and asymmetric affiliated private value models. More generally, our method extends to models which have been 
estimated using a nonparametric indirect procedure. In line with GPV (2000) our econometric model calls for a two step procedure. The first 
step is similar to the first step in GPV (2000) in which we recover a sample of pseudo private values while using a Local Polynomial Estimator. 
Unlike other nonparametric estimators, such us kernels, local polynomial fitting is an attractive method from a theoretical and practical point 
of view. The second step departs from the fully nonparametric second step in GPV (2000) since we use instead a GMM procedure to obtain 
an estimate for the parameter of interest. Thus our procedure is semiparametric. The proposed semiparametric estimator is shown to have 
desirable statistical properties namely, it is consistent and has an asymptotic normal distribution. Moreover, the estimator attains the 
parametric rate of convergence. Specifically, we show that our estimator converges uniformly at the parametric rate. We also present some 
Monte Carlo experiments to illustrate the properties of our procedure in small samples and to assess its advantages relative to a 
nonparametric procedure. 
  
Dong-Hyuk 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 the shape restrictions arising 
from economic theory: bidding monotonicity and density affiliation. We directly model the valuation density so that bidding monotonicity is 
automatically satisfied, and restrict the parameter space to rule out all nonaffiliated densities. We use a simulated likelihood to allow for a 
flexible specification, but our posterior analysis is exact for the chosen likelihood. Our method controls the smoothness and tail behavior of 
the valuation density and provides a decision theoretic framework for auction design. We reanalyze a dataset of auctions for drilling rights in 
the Outer Continental Shelf that has been widely used in past studies. Our approach gives dramatically different policy prescriptions on the 
choice of reserve price than previous methods, suggesting the importance of the theoretical shape restrictions. 
 
Wednesday 6 July, 10.30 - 12.00  Financial Econometrics  
 
Jiancheng Jiang, UNC-Charlotte 
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 relative to a benchmark. The 
proposed test has no potential data snooping bias. Unlike previous methods, we model the covariance matrix by factor models and develop 
a generalized likelihood ratio (GLR) test for the above testing problem. The GLR test is then extended to a stepwise GLR (Step-GLR) test in the 
spirit of the Step-RC test of Romano and Wolf (2005) and Step-SPA test of Hsu et al. (2010), which can identify predictive models without 
potential data snooping bias. Asymptotic null distribution is approximated by resampling procedures. Our results show that the GLR test is 
much more powerful but less conservative than the SPA test of Hansen (2005). 
 
Linlin Niu, Xiamen University 
A Generalized Arbitrage-Free Nelson-Siegel Term Structure Model with Macroeconomic Fundamentals 
  
This paper proposes a generalized arbitrage-free macro finance term structure model with both Nelson-Siegel latent yield factors and 
observable macro factors. Two subclasses are derived: spanned and unspanned models. In the spanned model, the yields are determined by 
both the Nelson-Siegel yield factors and macro variables. In the unspanned model, the yields are not spanned by macro variables but are 
only determined by the three Nelson-Siegel yield factors, although the Nelson-Siegel yield factors and macro variables interact in the state 
dynamics. Compared with existing models, the unspanned model is not only theoretically appealing but also proved to be empirically 
encouraging. We show that the new model improves predictive accuracy for long term yields than models with Nelson-Siegel yield factors 
only, with or without no-arbitrage restrictions; it can also improve forecast performance for nearly the whole yield curve than reduced-form 
dynamic Nelson-Siegel 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 transaction within one 
time unit. The simple numerical example shows that averaged realized integrated volatility does not work in this case. We propose some 
estimators which can overcome the difficulty and moreover it does not need to impose any constraint on the number of transactions. The 
asymptotic results are established. Using simulation of stochastic models commonly used in finance, we confirm the performance of our 
estimators. Finally, we apply our estimators to several real time series data sets. 
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Wednesday 6 July, 10.30 - 12.00  Macroeconomics (Expectation and Learning)  
 
Michael Osterwald-Lenum, Statistics Denmark 
Economic earthquakes 
  
The paper describes a simple mechanism by which persistent, increasingly serious, international macroeconomic disequilibria may develop 
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 curve data: (i) future 
expected long yields fall, instead of rising, when the yield spread rises, and (ii) long yields are excessively volatile with respect to short yields. 
I document these puzzles in the U.S. and the U.K. data, for different sub-samples, and for both real and nominal yields. I then propose 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 that the first puzzle does 
not arise with subjective instead of rational expectations. In particular, inter-temporal income and substitution effects are amplified relative 
to the rational expectations case, causing expected long yields to rise when the yield spread falls. The second puzzle is partly accounted for 
by the extra volatility due to parameter uncertainty. These results suggest that it is the assumption of rational expectations that is at odds 
with the data, not the (subjective) Expectations Hypothesis. In addition, I find that: the model generates systematic forecast errors in yields 
and inflation that are consistent with survey data and higher yield volatilities during different monetary policy regimes match the U.S. data. 
 
Oscar Pavlov, The University of Adelaide 
Mark-ups and News-Driven Business Cycles 
   
It is well known that a standard one-sector real business cycle model is unable to generate co-movement between consumption and 
investment in response to news about a future change in productivity. The current paper demonstrates that the introduction of imperfect 
competition with endogenous countercyclical mark-ups (into what is otherwise a standard one-sector real business cycle model) can solve 
this co-movement puzzle. It turns out that the necessary condition for co-movement is the same as the one for indeterminacy in a 
continuous time model: an upwardly sloping wage-ƘƻǳǊ ƭƻŎǳǎ ǘƘŀǘ ƛǎ ǎǘŜŜǇŜǊ ǘƘŀƴ ǘƘŜ ƘƻǳǎŜƘƻƭŘΩǎ ƭŀōƻǳǊ ǎǳǇǇƭȅ ŎǳǊǾŜΦ IƻǿŜǾŜǊΣ Řǳe to the 
(negative) wealth effect, news about a future rise in productivity leads to a recession. News-driven business cycles can then emerge by 
investment adjustment costs that allow the substitution effect to dominate. 
 
Wednesday 6 July, 10.30 - 12.00  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 consisting of both 
information disclosure and information acquisition, we show that, in contrast with literatures, partial information disclosure appears in the 
equilibrium when search cost is low. As search cost increases, the monopolist holds back more information but lowers price to serve a mass 
market. The equilibrium price is non-monotone in search cost due to the monopolist's intention of deterring consumers from searching. We 
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 cost, transparency policy 
harms consumer surplus due to the induced high price.  
 
Cynthia Wen, University of Sydney 
Innovation, intellectual property protection: an empirical analysis 
 
This paper firm-level data to investigate the innovation activities of small and medium size firms and their corresponding strategies for 
intellectual property (IP) protection in Australian industries from year 2004-2007. In relation to innovation, a firm is more likely to engage in 
innovation of its product, processes or managerial structures if: the firm successfully innovated in the past;  it competes in international 
markets and markets with more competitors; and when the firm has complementary internal characteristics, namely high levels of human 
capital and intensive use of information technology. Our analysis also examines the correlation between innovation and business 
performance: taking into account the possible endogeneity between innovation outcomes and profitability and productivity growth, 
decentralized decision making and the level of internal human capital making are positively associated with both profitability and 
productivity growth. In terms of IP protection, formal protection methods (patents and copyright) seems to be substitutes rather than 
complements to informal methods; small and medium firms often use either one or the other, rather than apply both. Firms tend to use 
formal methods if their ideas come from internal sources or from publicly available sources.  Firms are likely to apply, to the extent 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 two-stage duopoly model of costless advertising: in the first stage each firm simultaneously chooses the accuracy of signals 
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 covered for any 
combination of first-stage choices, the subgame-perfect equilibrium involves both firms perfectly informing consumers in order to increase 
ex post differentiation and reduce price competition. When the market is not covered for all first-stage choices, one firm may no longer 
choose perfectly accurate signals in equilibrium, as an increase in the informativeness of a signal further lowers the ex post valuation of 
those consumers indifferent between purchasing or not, causing them to drop out of the market. Numerical results indicate that if the 
symmetric distribution of valuations is sufficiently peaked, then both firms inform perfectly; otherwise one firm informs perfectly and the 
other chooses the highest level of informativeness such that the market is covered. 
 
Wednesday 6 July, 12.30 - 13.30 Poster Session  
 
Franklin Soriano; Australian Bureau of Statistics 
Modelling the relationship between Government Assistance and Innovation using the ABS Business Characteristics Survey: A Propensity 
Score Matching Approach  
 
This research investigates the relationship between government assistance and innovation, using data from the ABS Business Characteristics 
Survey (BCS), which asked businesses whether they received government assistance in the form of grants, funding, subsidies, tax concessions 
or rebates. The study utilises firm level data for small, medium, and large Australian businesses covered by the 2005-06 to 2008-09 waves of 
the BCS. 
 
In tackling this analysis, the authors apply propensity score matching (PSM), a technique applied in some policy evaluation settings. PSM 
matches participating units, such as businesses that received government assistance, to units which do not participate, but which have 
similar characteristics, by using a propensity score. The PSM is attractive in that it addresses the selection bias which is often a problem in 
non-experimental settings. The matched units are then used to model the influence of the treatment (government assistance) to the 
outcome of interest (innovation). 
 
The aim of the study is to test the applicability of PSM to an ABS survey.  As such, different matching algorithms are verified, including the 
nearest neighbour, the radius as well as the kernel matching. The approach is useful in that it could be applied to other research questions 
which deal with the selection bias issue.  
 
Wednesday 6 July, 13.30 - 15.00 Macroeconomics (Financial Markets)  
 
Yuichiro Waki, University of Minnesota 
Efficient risk sharing under endogenous skill formation: quantitative implications 
 
This paper considers optimal history-dependent income taxation when skills are endogenously formed. Skills are endogenous in that 
individuals invest time in a Ben-Porath type human capital accumulation technology over the life cycle. Following the literature of the New 
Dynamic Public Finance, I show the optimal taxation problem with history-dependent 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 information. This clarifies 
the two tradeoffs that arise from the endogenous skill assumption: One between the skill accumulation incentive and insurance, and the 
other between current labor income and future high skills. To quantify how these tradeoffs affect efficient risk-sharing implications, I 
calibrate models with and without human capital accumulation to the U.S. data, numerically solve for optimal allocations and taxes in these 
two models, and contrast the policy implications. Computational difficulty is overcome using an approach developed by Fukushima and Waki 
(2010). 
  
Cheng Wang, Iowa State University 
Dynamic Contracting with Stochastic Outside Opportunities and Costly Termination 
 
We study a dynamic principal-agent relationship where a stochastic outside opportunity (offer) arises each period for the risk averse agent. 
Termination of the ongoing relationship is costly, but it allows the agent to pursue the available outside opportunity and the principal to 
return to an external market to hire a new agent. The principal acts strategically with respect to the agent's outside offers and we show that 
it is optimal to terminate the current principal-agent relationship if and only if the agent's current outside offer is above a cutoff level. The 
optimal contract generates both voluntary and involuntary terminations. Severance compensation arises endogenously and we show that it 
may be paid only in involuntary terminations. Conditional on termination, the size of the optimal severance compensation depends 
positively on the agent's current compensation, but negatively on his current outside offer. The optimal contract dictates an inverted-U 
relationship between the agent's current compensation and the probability of termination. This prediction, when interpreted in the labor 
market context of on-the-job search, is in contrast with Burdett (1978)'s classic prediction that on average higher wages are associated with 
lower turnover rates. 
  
 



 

52 

ESAM 11  
Econometric Society Australasian Meeting 2011 

4 July τ 7 July 2011 | Adelaide, South Australia, Australia 

Vitali Alexeev, University of Tasmania 
Robust risk-return analysis of international portfolios 
 
We investigate the two main routes investors can use to capitalize on the advantages of international diversification: i) to invest in foreign 
markets indirectly, that is, to invest in US multinational corporations with a large presence abroad; ii) to invest directly in foreign markets by 
purchasing Exchange Traded Funds (ETFs) which are listed on the New York Stock Exchange (NYSE)-Amex and replicate foreign stock indices, 
as well as stocks of foreign companies listed as American Depositary Receipts (ADRs) or as regular stocks on the NYSE. We consider a 
problem of portfolio selection using a covariance matrix robust estimator to capture the large unconditional variance caused by occasional 
high volatility periods. We track the composition of robust and classical Markowitz portfolios for the period from 1988 to 2010. We find that 
the resulting robust portfolios exhibit more stable weight compositions and reduced rebalancing costs. 
 
Wednesday 6 July, 13.30 - 15.00 Time Series Econometrics (Unit-Root)  
 
Liqiong 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 the tests have low power 
against nearby alternatives. Many tests, such as the DF, ADF, PP, and the ADF-GLS test, etc., (often) cannot distinguish between true unit 
root processes and near unit root processes, and most recent econometric unit root literature has focused on this inability (e.g. Christiano & 
Eichenbaum, 1990; Rudebusch, 1993).  
 
To quantify the `separation' between the density function under the unit root null and the nearby stationary alternatives, we need the 
measures of distance. The Power Envelope gives an upper bound on the power of all invariant tests for the null against alternative, thus it 
may be interpreted as a measure of distance. In this paper, we provide and analyse explicit representations for measures of distance for 
tests of the unit root hypothesis. We generate the Power Envelope for testing a unit root null hypothesis by constructing invariant tests, and 
from that we derive the measures of distance, Total variation (TV), Hellinger Distance (HD) and Kullback-Leibler Divergence (KL), which 
quantify the separation between the unit root null and its alternative hypotheses. Simulation results are illustrated both for artificial data 
and for the Nelson & Plosser (1982) series, for MA(1), MA(2), AR(1) and higher order AR models, in two model specifications: one in which 
only a constant is included and the other one with also a trend. Our Monte Carlo results show that, for both model specifications, large and 
negative value for the MA parameter and linear trends minimize the distance and so is the power. For AR cases, powers for the model with a 
linear trend are drastically smaller than those for the model without a trend. When the roots of the characteristic equation lie very 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 distance is large, and so is the power. 
For the case where some of the roots lie close to -1 and some close to +1, the measures of distance give values in between. In general, the 
data including a trend imply an estimated model a bit less distance from a unit root, whether measured by either the estimated coefficient 
or the measures of distance. After appropriate de-trending or de-meaning the series y_{t}, none of the measures of distance that quantify 
the separation of the null and alternative hypotheses rely on the deterministic component d_{t} of the model. Hence such measures turn out 
to be uninformative about their influence. However, they depend upon a) the value of ˊ under 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) on ̒ ѕΣΦΦΦΣʻψϑm}; 
ŀƴŘ Řύ ǘƘŜ ŎƘƻǎŜƴ ǎƛƎƴƛŦƛŎŀƴŎŜ ƭŜǾŜƭ ƻŦ ŀƴȅ ǘŜǎǘ ŦƻǊ IєΦ 
  
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 autoregressive models with both a stationary and a unit root regime. 
Existing literature on nonstationary threshold models have basically focused on models where the nonstationarity can be removed by 
differencing and/or where the threshold variable is stationary. This is not the case for the process we consider, and nonstandard estimation 
problems are the result. This paper proposes a parameter estimation method for such nonlinear threshold autoregressive models using the 
theory of null recurrent Markov chains. Under certain assumptions, we show that the ordinary least squares (OLS) estimators of the 
parameters involved are asymptotically consistent. Furthermore, it can be shown that the OLS estimator of the coeffcient parameter 
involved in the stationary regime can still be asymptotically normal while the OLS estimator of the coeffcient parameter involved in the 
nonstationary regime has a nonstandard asymptotic distribution. In the limit, the rate of convergence in the stationary regime is 
asymptotically proportional to n^(-1/4) , whereas it is n^(-1) in the nonstationary regime. The proposed theory and estimation method 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 second-difference transformation for estimation and inference in general AR(1) models. As in Phillips and Han 
(2008, {\it Econometric Theory} 24, 631$-$650), a Gaussian limit theory with a convergence rate of $\sqrt{T}$ is available, whether or not a 
unit root is present in the process. Yet, the novelties of our limit results are that the same weak convergence applies to the models with or 
without a trend, and that the asymptotic distribution is characterized by a constant variance of value 2. The merits promise usefulness of the 
second-difference transformation in applications to dynamic panels. 
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Wednesday 6 July, 13.30 - 15.00 Panel Data Analysis (Nonlinear)  
 
Jia Chen, Monash University 
Semiparametric Trending Panel Data Models with Cross-Sectional Dependence 
 
A semiparametric fixed effects model is introduced to describe the nonlinear trending phenomenon in panel data analysis and it allows for 
the cross--sectional dependence in both the regressors and the residuals. A semiparametric profile likelihood approach based on the first--
stage local linear fitting is developed to estimate both the parameter vector and the time trend function. As both the time series length T 
and the cross--sectional size N tend to infinity simultaneously, the resulting semiparametric estimator of the parameter vector is 
asymptotically normal with a root-NT convergence rate. Meanwhile, an asymptotic distribution for the estimate of the nonlinear time trend 
function is also established with a rate of convergence of root-NTh. Two simulated examples are provided to illustrate the finite sample 
behavior of the proposed estimation method. In addition, the proposed model and estimation method is applied to the analysis of an 
economic data set. 
 
Degui Li, Monash University 
Estimation in Semiparametric Single-LƴŘŜȄ tŀƴŜƭ 5ŀǘŀ aƻŘŜƭǎ ǿƛǘƘ CƛȄŜŘ 9ũŜŎǘǎ 
  
In this paper, we consider semiparametric estimation in a partially linear single-ƛƴŘŜȄ ǇŀƴŜƭ Řŀǘŀ ƳƻŘŜƭ ǿƛǘƘ ŬȄŜŘ ŜũŜŎǘǎΦ ²ƛǘƘƻut taking the 
ŘƛũŜǊŜƴŎŜ ŜȄǇƭƛŎƛǘƭȅΣ ǿŜ ǇǊƻǇƻǎŜ ǳǎƛƴƎ ŀ ǎŜƳƛǇŀǊŀƳŜǘǊƛŎ ƳƛƴƛƳǳƳ ŀǾŜǊŀƎŜ ǾŀǊƛŀƴŎŜ ŜǎǘƛƳŀǘƛƻƴ ό{a!±9ύ ōŀǎŜŘ ƻƴ ŀ ŘǳƳƳȅ-variable 
ƳŜǘƘƻŘ ǘƻ ǊŜƳƻǾŜ ǘƘŜ ŬȄŜŘ ŜũŜŎǘǎ ŀƴŘ ƻōǘŀƛƴ ŎƻƴǎƛǎǘŜƴǘ ŜǎǘƛƳŀǘƻǊǎ ŦƻǊ ōƻǘƘ ǘƘŜ ǇŀǊŀƳŜǘŜǊǎ ŀƴŘ ǘƘŜ ǳƴƪƴƻǿƴ ƭƛƴƪ ŦǳƴŎǘƛƻƴΦ !ǎ ōoth the 
ŎǊƻǎǎ ǎŜŎǘƛƻƴ ǎƛȊŜ ŀƴŘ ǘƘŜ ǘƛƳŜ ǎŜǊƛŜǎ ƭŜƴƎǘƘ ǘŜƴŘ ǘƻ ƛƴŬƴƛǘȅΣ ǿŜ ƴƻǘ ƻƴƭȅ ŜǎǘŀōƭƛǎƘ ŀƴ ŀǎȅƳǇǘƻǘƛŎŀƭƭȅ ƴƻǊƳŀƭ ŘƛǎǘǊƛōǳǘƛƻƴ Ŧƻr the estimators of 
the parameters in the single index and the linear component of the model, but also obtain an asymptotically normal distribution for the 
nonparametric local linear estimator of the unknown link function. The asymptotically normal distributions of the proposed estimators are 
ǎƛƳƛƭŀǊ ǘƻ ǘƘƻǎŜ ƻōǘŀƛƴŜŘ ƛƴ ǘƘŜ ǊŀƴŘƻƳ ŜũŜŎǘǎ ŎŀǎŜΦ CǳǊǘƘŜǊƳƻǊŜΣ ǿŜ ǎǘǳŘȅ ǎŜǾŜǊŀƭ ǇŀǊǘƛŀƭƭȅ ƭƛƴŜŀǊ ǎƛƴƎƭŜ-index dynamic panel data models. 
.ƻǘƘ ǎƛƳǳƭŀǘŜŘ ŜȄŀƳǇƭŜǎ ŀƴŘ ŀƴ ŀǇǇƭƛŎŀǘƛƻƴ ǘƻ ŀ ǊŜŀƭ Řŀǘŀ ǎŜǘ ŀǊŜ ǇǊƻǾƛŘŜŘ ǘƻ ƛƭƭǳǎǘǊŀǘŜ ǘƘŜ ŬƴƛǘŜ ǎŀƳǇƭŜ ōŜƘŀǾƛƻǊ ƻŦ ōƻǘƘ ǘƘe theory and 
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 based on the empirical 
spectral distribution of the sample covariance matrix. We study the limiting distributions of this test under both null and alternative 
hypotheses, as dimensionality and the sample size of the data go to infinity together, with their ratio converging to a finite nonzero limit. 
Finite sample properties are investigated through simulations on some classical time series. As an empirical study, the proposed test 
is applied to test the random walk hypothesis for closed stock prices of 621 companies in New York Stock Exchange(NYSE) market from the 
date 1999:1:1 to the date 2004:12:31, to detect whether the observed closed stock prices of each company follow a random walk. The 
results illustrate that most stocks in NYSE do not follow random walks, in agreement with the conclusions of some modern literature 
research works. 
 
Wednesday 6 July, 13.30 - 15.00 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 developed country 
(North) specialize and export intermediate inputs to downstream firms in a developing country (South). Firms first enter and then seek 
partners from the other stage of production. A matched upstream-downstream pair bargains simultaneously over the input price and the 
level of output and competes with other matched pairs in a Cournot market. We find that, indeed, in the short run low bargaining power of 
Southern firms prompts Southern welfare-maximizing government to choose high tariff rates. If the number of matched pairs is small (e.g., 
bilateral monopoly) low bargaining power of South hurt Northern firms as they face high tariffs. In the long run with free entry and random 
matching, we find that the optimum tariff varies non-monotonically with the bargaining power. In particular, the relationship between 
{ƻǳǘƘΩǎ ƻǇǘƛƳǳƳ ǘŀǊƛŦŦ ŀƴŘ ƛǘǎ ōŀǊƎŀƛƴƛƴƎ ǇƻǿŜǊ ƛǎ ¦-shaped (resp. inverted U-shaped) if the demand function is strictly concave (resp. 
convex). For linear demand the optimum tariff in the long run is zero irrespective of the bargaining strength of the Southern firm. 
 
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 comparative advantage 
across products and countries. However, such patterns are clearly present in the product-level trade data. For instance, low-income 
counties' product-level exports are highly correlated and concentrated in a small set of products. As a result, estimating trade costs in a 
gravity framework using aggregate data can lead to biased estimates and incorrect predictions.  
In this paper, I show that bilateral trade cost parameters are not identied by aggregate bilateral trade data if systematic patterns of 
comparative advantage exist. I then use detailed product-level bilateral trade to estimate bilateral trade costs, using an iterative procedure 
to account for unobserved product-level output. This results in trade cost estimates of about half the magnitude of those typically estimated 
from aggregate data and accounts for much of the correlation between countries' income level and trade share of output while reducing the 
erroneous negative correlation between income level and tradable goods price level predicted by aggregate gravity models. The model also 
predicts that a given trade barrier is more harmful to low-income 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 1967-1975 Closure of the Suez Canal 
 
This paper examines the effects of trade on economic growth and growth volatility. Using the closure of the Suez Canal as an instrument for 
trade, I find that trade leads to higher- and more stable economic growth. There is also some evidence that trade reduces growth volatility. 
 
Wednesday 6 July, 13.30 - 15.00 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 their children's breathing. 
Anchoring vignettes are used to test and correct for such reporting heterogeneity and therefore allow a more accurate model of the 
relationship between socioeconomic factors and breathing to be estimated. Using data from a representative online Dutch panel (LISS) we 
find some evidence that there is reporting heterogeneity related to the age of the respondent and the urbanisation of the area. Preliminary 
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 illicit markets on the level of 
illicit tobacco consumption. The challenge of obtaining good price information in illicit markets is overcome by utilizing responses to a series 
of price scenarios/vignettes. Our findings suggest that illicit tobacco smokers are sensitive to relative price movements. This has important 
policy implications for anti-smoking 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 determinants of health. If how 
parents perceive health questions differs by income or education level, then estimates of the socioeconomic gradient are likely to be biased 
and potentially misleading. In this paper we examine this issue. We directly compare child mental health evaluations from parents, teachers, 
children and psychiatrists for mental health problems, test whether these differences are systematically related to observable child and 
parent characteristics, and examine the implications of the different reports for the estimated income gradient. We find that respondents 
frequently evaluate children differently and while the sign of the income gradient is in the same direction across respondents, systematic 
differences in evaluations mean that the estimated magnitude and significance of the health-income gradient is highly dependent upon the 
choice of respondent and the measure of child health. 
 
Wednesday 6 July, 13.30 - 15.00 Non- and Semi-Parametric Econometrics  
 
Ying Fang, Xiamen University 
Nonparametric Estimation and Testing of Stochastic Discount Factor 
  
This paper attempts to estimate stochastic discount factor (SDF) proxies nonparametrically using the conditional Hansen-Jagannathan 
distance. Nonparametric estimation can not only avoid misspecification when dealing with nonlinearity in the model but also provide more 
precise information about the local properties of the estimators. Empirical studies show that our method performs better than the 
alternative parametric polynomial models, and furthermore, we find that the return on aggregate wealth can sufficiently explain the SDF 
proxies when one deals with nonlinearity appropriately. 
 
Ming Lin, Xiamen University, China 
Semiparametric Varying-coefficient Instrumental Variables Models 
 
This paper considers a new class of semiparametric instrumental variables model by allowing the coefficient to be a function of some 
exogenous variables. The structural function admits a partially linear form, in which the impact of endogenous structural variables can vary 
over different levels of some exogenous variables. We propose a three-step estimation procedure for estimating both varying and constant 
coefficients, and the consistency and asymptotic normality of the proposed estimators are established. Moreover, testing hypotheses on 
both constant and varying coefficients are developed and the generalized likelihood ratio test statistic for this new class of models is 
proposed. Our work indicates that the generalized likelihood ratio statistics are indeed general and powerful for nonparametric testing 
problems based on functional coefficients estimation in this new class of models. We also illustrate our approach with a Monte Carlo 
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 data-constrained generalized maximum entropy (GME) estimator for discrete sequential move games of perfect information 
which can be easily implemented on optimization software with high-level interfaces such as GAMS. 
Unlike most other work on the estimation of complete information games, the method we propose is data constrained and requires no 
simulation or assumptions about the distribution of preference shocks. We formulate the GME estimation as a (convex) mixed-integer 
nonlinear optimization problem (MINLP) which has been well studied over the last few years. The model is identified with only weak scale 
and location normalizations. Since the estimation method is robust to estimation starting values, it can provide a good initial guess for 
simulation based estimators such as MSM and MSL. Monte-Carlo evidence demonstrates that the estimator performs well in moderately 
sized samples. 
 
Wednesday 6 July, 13.30 - 15.00 Financial Economics/Applied Finance  
 
Paskalis Glabadanidis, University of Adelaide 
Robust and Efficient Strategies to Track and Outperform a Benchmark 
  
I investigate the question of how to construct a benchmark replicating portfolio consisting of a subset of the benchmark's components. I 
consider two approaches: a sequential stepwise regression and another method based on factor models of security returns. The first 
approach produces the standard hedge portfolio that has the maximum feasible correlation with the benchmark. The second approach 
ǇǊƻŘǳŎŜǎ ǿŜƛƎƘǘǎ ǘƘŀǘ ŀǊŜ ǇǊƻǇƻǊǘƛƻƴŀƭ ǘƻ ŀ άǎƛƎƴŀƭ-to-noise" ratio of factor beta to idiosyncratic volatility. I also consider a second objective 
that maximizes expected returns subject to minimizing the variance of tracking error. The security selection criterion naturally extends to the 
product of the information ratio and the signal-to-noise ratio. 
I construct buy-and-hold replicating portfolios using the algorithms presented in the paper to track three widely followed stock indices with 
very good results both in-sample and out-of-sample. 
 
Wei-han Liu, La Trobe University 
[ǳƴŀǊ /ŀƭŜƴŘŀǊ 9ŦŦŜŎǘΥ 9ǾƛŘŜƴŎŜ ƻŦ ǘƘŜ /ƘƛƴŜǎŜ CŀǊƳŜǊΩǎ /ŀƭŜƴŘŀǊ ƻƴ ǘƘŜ 9ǉǳƛǘȅ aŀǊƪŜǘǎ ƛƴ 9ŀǎǘ !ǎƛŀ 
  
¢Ƙƛǎ ǇŀǇŜǊ ŜȄŀƳƛƴŜǎ ǘƘŜ ǎǘŀǘƛǎǘƛŎŀƭ ǊŜƭŀǘƛƻƴ ōŜǘǿŜŜƴ ǘƘŜ /ƘƛƴŜǎŜ CŀǊƳŜǊΩǎ /ŀƭŜƴŘŀǊ ό/C/ύ ŀƴŘ ǇǳōƭƛŎ ƳŀǊƪŜǘ ƛƴŦƻǊƳŀǘƛƻƴ ƛƴ ǘŜƴ East Asian 
equity markets during 1995-2004. CATREG and CART, two data mining techniques, are employed and the implications of the outcomes are 
discussed. The outcomes confirm that the CFC plays a supplementary role to market information in predicting market rate of return. In 
addition to confirmation of lunar calendar effect by CFC, CATREG outperforms in the three markets: Taiwan, South Korea, and Singapore. 
According to CART analyses, all the three markets value Funeral category of CFC advice and this pattern coincide the traditional wisdom of 
astrological knowledge. The latter two markets share the same set of CFC items while Taiwan has its own. This contrast indicates the market-
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 Fama-French Model: Evidence from the US Stock Market 
 
We examine the impact of news on systemic equity risk as measured by the FamaFrench three-factor model of the US industry portfolios. By 
using both semiparametric and parameric models we test for the presence of asymmetric effect of information shocks on the variance-
covariance matrix of monthly industry portfolio and Fama-French factor returns and factor loadings. We find market factor betas to increase 
(decrease) following large negative (positive) market innovations. No evidence of asymmetric response to the news is found for the size 
(SMB) factor betas. The book-to-market betas, on the other hand, seems to decrease (increase) following large negative (positive) shocks to 
the book-to-market (HML) portfolio. Finally, we use dynamic estimates of the FamaFrench betas to assess the risk profile of the industry 
portfolios using the concepts of stochastic dominance. 
 
Wednesday 6 July, 13.30 - 15.00 Agricultural, Environmental and Resource Economics  
 
Pim Heijnen, University of Groningen 
Environmental Policy and the Macroeconomy under Shallow-Lake Dynamics 
  
We study the environmental and economic effects of public abatement in the presence of multiple stable steady-state ecological equilibria. 
Under shallow-lake dynamics (SLD), the isocline for the stock of pollution features two stable branches, a good and a bad one. Assuming that 
the ecology is initially located on the upper (bad) branch of the isocline, the ecological equilibrium is hysteretic and a suitably designed 
temporary abatement policy can be used to steer the environment from the bad to the good equilibrium. In all models considered in this 
ǇŀǇŜǊΣ ŀ άŎƻƭŘ ǘǳǊƪŜȅέ ŀōŀǘŜƳŜƴǘ ǇƻƭƛŎȅ ƛǎ ƻǇǘƛƳŀƭΣ ƛΦŜΦ ǘƘŜ ƭŀǊƎŜǎǘ ŦŜŀǎƛōƭŜ ǎƘƻŎƪ ǎƘƻǳƭŘ ōŜ ŀŘƳƛƴƛǎǘŜǊŜŘ ŦƻǊ ǘƘŜ ǎƘƻǊǘŜǎǘ Ǉossible amount of 
time. Depending on the particular model used to characterize the economic system, there is a capital feedback effect that either helps 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 paper there are two lakes, an 
upstream and a downstream lake, and two communities situated around each of the lakes. The upstream lake feeds into the downstream 
lake via a connecting waterway. As a byproduct of their day to day economic activities, the communities situated around each of the shallow 
lakes will input phosphorus into their local lake system, contributing to its phosphorus loading. It is well known that shallow lakes present a 
hysteresis in their response to this phosphorous loading (Carpenter, Brock and Hansen 1999, Carpenter Ludwig and Brock 1999). Hence both 
lakes will remain in an oligotrophic (or healthy) state over long periods of time with gradual increases in phosphorous loading to a point at 
which it suddenly flips to an alternate, eutrophic state. Once the flip has occurred, the lake then remains eutrophic despite decreases in 
phosphorous loading, and is reversible to a healthy state only if the pollution loading could be reduced well below the oligotrophic steady 
state level (Brock et al. 1999). The threshold point at which the lake changes state, from oligotrophic to eutrophic, is known as a Skiba point 
(Skiba 1978, Dechert and Nishimura 1983).  
 
One natural question concerns what happens in systems of shallow lakes when there are multiple communities sharing its use? Dech

ltiple 
communities sharing a single lake. Both of these papers show that runoff from pollution creates asymmetry in terms of the abilit

ddress the 
problem by imposing of Pigouvian taxes on the level of economic activity for this problem leading back to a steady state Pareto 

for open-
loop Nash equilibrium. Salerno, Beard and McDonald (2008) show that because these tax policy are not time consistent, they will be subject 
to manipulation leading to potentially catastrophic outcomes. However, the cumulative impact of this localized pollution is compounded in 
the model presented in our paper. Here the runoff from upstream pollution creates asymmetry in terms of the ability of each lake to support 
local economic activity. We show in the cooperative model that Pareto efficiency requires that upstream agents limit their own consumption 
so as to increase that of downstream agents whose marginal benefits are higher. The results from the non-cooperative dynamic game 
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 manage- ment strategy. They show that when both systems are at steady state, even a small flow of pollution 
from the upstream lake can radically change the optimal pollution policy of the downstream lake from one that converges to a lower 
(oligotrophic) state to one that leads to an upper (eutrophic) steady state. The modeling approach is based on Dechert and Brock (2000), 
which use a po- tential as a means of finding the open-loop Nash equilibrium of the dynamic game as a control problem. As shown in 
Dechert (2000) one benefit from employing this procedure is that because the equilibrium emerges as a solution to an opti- mal control, 
when the optimal control problem is solved via dynamic programming its will automatically solve the closed-loop problem. Hence the open-
loop Nash equilibrium will also be closed-loop Nash equilibrium. One potential difficult with results obtained using the non-cooperative 
model is that the outcomes are dynamic Stackleberg equilibrium in which the leader is the upstream community. However, closed-loop 
Stackleberg equilibria are notoriously difficult to solve (see Baszar and Tamer (1999) for a discussion). Hence, we adapt the approach of 
Dechert and Brock, by using backward induction methods from the steady state point to solve the potential function iteratively, to generate 
the closed-loop equilibrium. The numerical results show that an upstream lake converging to its steady state with low accumulation 
increases the speed of convergence of the downstream lake but does not change its path overall. If the upstream lake is converging to its 
steady state from high accumulation of pollution, the downstream lake eventually converges to its lower steady state but initially, the lake 
undergoes a transient state with the accumulation of pollution in the down- stream lake converging toward its upper steady state. Hence the 
ŎƻƴǾŜǊƎŜƴǘ ǇŀǘƘǎ ŦƻǊ ǘƘŜ ŘƻǿƴǎǘǊŜŀƳ ƭŀƪŜ ƛƭƭǳǎǘǊŀǘŜ ǘƘŜ ƛƳǇŀŎǘ ƻŦ ǘƘŜ ǳǇǎǘǊŜŀƳ ƭŀƪŜΩǎ ŎƻƴǾŜǊƎŜƴŎŜ ǘƻ ŀ ƭƻǿ ǎǘŜŀŘȅ ǎǘŀǘŜ ƎƛǾŜƴ low or high 
accumulations of pollution. We show in the cooperative model that Pareto efficiency requires that upstream agents limit their own 
consumption so as to increase that of downstream agents whose marginal benefits are higher. The results from the non-cooperative 
dynamic game characterize the impact from the flow of pollution from the neighboring up- stream lake to the downstream lake when each 
of the communities adopt a separate management strategy. We show that when both systems are at steady state, even a small flow of 
pollution from the upstream lake can radically change the optimal pollution policy of the downstream lake from one that converges to a 
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 attendance rates. These 
relationships have significant implications for both human capital accumulation and children's health and development. Renovation projects 
designed specifically to improve indoor air quality were completed at virtually every school within a Texas school district at different points 
in time throughout a six-year period. This quasi-natural experiment provides plausibly exogenous cross-sectional and time-series variation in 
school indoor air quality. Coupling detailed information on these projects with a panel of student-level administrative data, I am able to 
control for many of the confounding variables that may also affect academic outcomes and thereby identify the causal effect of indoor air 
quality. Results indicate that performance on standardized math and reading tests significantly improves while attendance rates are 
unresponsive to improvements in indoor air quality. The improvement in math scores ranges from 0.102 to 0.189 standard deviations per 
$500,000 spent on indoor air quality-related renovations and is 35% to 50% greater than the improvement in reading scores. Results suggest 
that the improvement in math scores post-renovations is at least seven times larger than the improvement that would be achieved with 
class size reductions using the same budget, indicating that renovations are a cost-effective way to improve test scores.  
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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. Subjects participate 
in a voluntary contribution mechanism where group formation is endogenous. Periodically subjects are provided with the opportunity to  
commit to their current partner and when both partners simultaneously choose to commit, a committed partnership forms. We vary the 
Ŏƻǎǘ ŀƴŘ ǎƘŀǊŜ ƻŦ ǘƘŜ ōǳǊŘŜƴ ǇŀǊǘƴŜǊǎ Ƴǳǎǘ ƛƴŎǳǊ ǘƻ ōǊŜŀƪǳǇ ŎƻƳƳƛǘǘŜŘ ǇŀǊǘƴŜǊǎƘƛǇǎΦ ²Ŝ ŬƴŘ ǘƘŀǘ ǘƘŜ ƛƴǘǊƻŘǳŎǘƛƻƴ ƻŦ ŎƻƳƳƛǘƳŜƴt can 
ƛƴŎǊŜŀǎŜ ǘƘŜ ŜŦŦƛŎƛŜƴŎȅ ōǳǘ ǘƘŜ ǎƛȊŜ ƻŦ ǘƘŜ Ŏƻǎǘ ŀƴŘ ǎƘŀǊŜ ƻŦ ǘƘŜ ōǳǊŘŜƴ ǎƛƎƴƛŬŎŀƴǘƭȅ ŀƭǘŜǊ ǘƘŜ ǇǊŜǾŀƭŜƴŎŜ ƻŦ ŎƻƳƳƛǘƳŜƴǘ ŀƴŘ the effect on 
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 repeated interaction, direct 
contact or communication, free-riding among alliance members is far less pronounced than what would be expected from non-cooperative 
theory. Second, this possible solidarity among `brothers in arms' when fighting against an outside enemy may rapidly deteriorate or 
disappear as soon as the outside enemy disappears. Third, when fighting an outside enemy, `brothers in arms' may already anticipate future 
internal conflict about dividing the spoils of winning; however, this subsequent internal conflict does not discourage alliance members 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 underlying experimental 
contexts using a modified real-effort allocation game. In particular, we employ 2x2 experimental design involving two variations of the 
ǳƴŘŜǊƭȅƛƴƎ ŀƭƭƻŎŀǘƛƻƴ ƎŀƳŜΦ ¢ƘŜ ŦƛǊǎǘ ǾŀǊƛŀǘƛƻƴ ƛǎ ƻƴ ǘƘŜ ŘŜƎǊŜŜ ƻŦ ΨŘŜǎŜǊǾŜŘƴŜǎǎΩ ƻŦ ǘƘŜ ǊŜŎƛǇƛŜƴǘǎΦ Lƴ ƻƴŜ ǎŜǘǘƛƴƎΣ ǘƘŜ ǊŜŎipient were 
anonymous students, while in the other setting, the recipient was Doctors without Borders (Medecines Sans Frontieres), a reputable 
international charitable-organization who would channeled the money donated to victims of natural disasters and war conflicts around the 
world. The second variation is on the presence of social comparison of earnings among allocators. In one setting, we made social comparison 
of earnings among allocators possible, while in the other setting we made it not possible. We showed that women are more sensitive to the 
experimental contexts than men, a finding which is in line with Croson and Gneezy (2009).  
 
Wednesday 6 July, 15.30 - 17.00 Macroeconomics (Business Cycles)  
 
Sinchan Mitra, University of Queensland 
Output Fluctuations in the G-7: An Unobserved Components Approach 
  
This paper proposes a multivariate unobserved components model to simultaneously decompose the real GDP for each of the G-7 countries 
into their respective trend and cycle components. In contrast to previous literature, our model allows for explicit correlation between all the 
contemporaneous trend and cycle shocks. We find that all the G-7 countries have highly variable stochastic permanent components for 
output, even once we allow for structural breaks. We also find that common restrictions on the correlations between trend and cycle shocks 
are rejected by the data. In particular, we find that correlations across permanent and transitory shocks are important both within and 
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 rise or fall? What 
happens to other macro variables? Are the responses similar to USA? There are two major branch of literatures explained first three of these 
questions using VAR (vector autoregression) technique. Last question is very important as it tells about comparing with the USA economy, 
upon which most empirical works of macroeconometrics are done. When the economist does not consider time of news of government 
expenditure then gets both increase in consumption and real wage(Blanchard and Perotti 2002; Fatas and Mihov 2001; Mountford and Uhlig 
2002; Perotti 2005).On the other hand considering the timing of news (Ramey (2010),Ramey-Shapiro(1998)) gets the neoclassical result i.e. 
consumption and real wage decreases due to a positive government spending shock. For identifying government spending shocks recent 
mentionable works which is related to my research is Ramey (2010).Main contribution of Ramey is that she gets neoclassical result using VAR 
model considering the timing of Defence expenditure news, while most other VAR (SVAR) model user gets keynesian results without 
considering timing(Consumption increases).My research objective is to replicate Ramey(2010) with Australian data and Australian context. 
There is similarities and differences between the government expenditure characteristics of these two economies. During the time of great 
wars (Korean war, Vietnam war, 9/11 and aftermath) there was big swings of the government expenditure of USA. There were also swings 
for Australia during the time of those wars especially during Vietnam war when only Defence expenditure of government was 4\% of GDP 
and also due to long-term plan of the government (2000 Defence White paper) and due to war on Iraq and Afghanistan. Australia was 
involved with all wars as an ally of USA. In this paper my intention is to follow Ramey(2010) method for Australia considering a shorter time 
period to come up with a conclusion. So my objective is to investigate whether Australia has the similar type of economic behaviour like USA. 
I am doing exactly what Ramey has done but with Australian data and considering a shorter time period(1984q3-2009q2). In her paper 
Ramey creates a Defence news variable to identify the fiscal shock. I am doing the same for Australia. In my research I get some difference in 
the results. I also extend my research considering the fact that Australia is affected by world economy. In this respect I include some external 
variables in my model but no significant difference is seen. I also do an experiment considering my time period with Ramey data and it is 
seen that all the impulse responses of US are similar (more or less) to my impulse responses. Two developed countries are showing the 
similar type of responses for a government expenditure news shock. This is an interesting finding of my research. In this research, initiative 
has been taken to analyze the impulse responses with the government expenditure related neo-classical 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 transmission mechanism of 
business cycles in China. We find that inflation shocks are the main driving force of economic fluctuations, while investment shocks explain a 
non-negligible part of fluctuations. Interest rate control and credit constraints play a role in transmitting shocks. We compare our benchmark 
model with models with interest rate rules that are responsive to changes in economic conditions. We find that under certain parameter 
values, the alternative interest rate rules can reduce the macroeconomic volatility, suggesting that an active interest rate rule is preferable 
to a passive interest rate rule in making the Chinese economy less volatile. 
 
Wednesday 6 July, 15.30 - 17.00 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 an incomplete 
extraction of the fossil resources. This view contrasts the conjecture that the price of fossil resource would always grow quickly enough and 
hence ensure full usage of all resources. What sounds ς due to the lack of certainty ς as a question based on personal believes, is at the end 
ŎǊǳŎƛŀƭ ŦƻǊ ǘƘŜ ŜŦŦŜŎǘƛǾŜƴŜǎǎ ƻŦ ǘƻŘŀȅΩǎ ŎƭƛƳŀǘŜ ǇƻƭƛŎƛŜǎΣ ƛƴ ǇŀǊǘƛŎǳƭŀǊ ƻŦ ǎǳōǎƛŘƛŜǎ ǘƻ ǊŜƴŜǿŀōƭŜ ŜƴŜǊƎȅΦ LŦ ƻǿƴŜǊǎ ƻŦ Ŧƻǎǎƛl resources are today 
convinced that no backstop technology will prevent them from fully extracting their resources, over time increasing subsidies to renewable 
energy will likely lead to the perverse outcome called green paradox, i.e. to higher extraction rates in the short-run. If incomplete extraction, 
however, is a possible outcome, subsidies may well be fruitful as they could reduce the total consumed amount of fossil fuels. Interestingly, 
this paper finds that the shape of the price path of fossil resources is able to shed more light on this issue: is its time-trend (net of all 
disturbances) strictly concave, an incomplete extraction is possible according to market believes; is it (weakly) convex, resource owners 
expect a full extraction of all resources. 
 
Yi-Chia Wang, The Australian National University 
Short- and Long-run Environmental Kuznets Curve: Case Studies of Sulfur Emissions in OECD countries 
 
The environmental Kuznets curve (EKC) hypothesis describes an inverted-U-shaped pollutionςincome relationship in the long run. To test this 
hypothesis, this paper selected data of sulfur dioxide (SO2) emissions and GDP series from 19 OECD countries during the period 1870ς2001. 
Different from existing panel EKC studies that measured average characteristics across nations, this paper individually performed 
cointegration tests in each country using two time-series models. This paper found that the EKC regressions in most of the countries are 
spurious from the first-step model of the EngleςGranger two-step procedure, while by incorporating short-run dynamics, the unrestricted 
ADL-transformed error correction model shows that most countries have stable long-run sulfurςincome relationships and support the 
existence of the EKC phenomenon. 
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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 countries where such 
forms of employment are common or have been growing. In Australia, one third of the total work force in 2006 was in some form of 
precarious employment, much of which involved employment on casual terms. Australia is an interesting case, since it has a century-old 
system of arbitrated protections for workers and a distinctive welfare state. We expect that these protections reduce the potential harm to 
mental health arising from precarious employment. If we find evidence that Australian workers are harmed by precarious employment 
despite these protections, this adds weight to the international concerns about the hazards of these forms of employment. Employing six 
waves of longitudinal survey data and dynamic random-effects panel data regression models, this paper examines the mental health 
consequences, measured by the SF-36 health index, of employment on a casual or fixed-term basis compared with permanent employment. 
Gender differences are explored. Key control variables include demographic and socio-economic characteristics, occupation, industry, tenure 
with current employer, disabilities status, negative life events, and the level of social support. While the literature suggests that precarious 
employees will have worse mental health, we find no evidence of this in the Australian data, for the workforce as a whole. Low education 
women are the exception. 
 
Peter Siminski, University of Wollongong 
9ƳǇƭƻȅƳŜƴǘ 9ŦŦŜŎǘǎ ƻŦ !ǊƳȅ {ŜǊǾƛŎŜ ŀƴŘ ±ŜǘŜǊŀƴǎΩ /ƻƳǇŜƴǎŀǘƛƻƴΥ 9ǾƛŘŜƴŎŜ ŦǊƻƳ ǘƘŜ !ǳǎǘǊŀƭƛŀƴ ±ƛŜǘƴŀƳΦ 
 
Exploiting the Australian National Service lotteries of 1965-72, I estimate the effect of Army service on employment outcomes. Population 
Řŀǘŀ ŦǊƻƳ ƳƛƭƛǘŀǊȅ ǇŜǊǎƻƴƴŜƭ ǊŜŎƻǊŘǎΣ ǘŀȄ ǊŜǘǳǊƴǎΣ ǾŜǘŜǊŀƴǎΩ ŎƻƳǇŜƴǎŀǘƛƻƴ ǊŜŎƻǊŘǎ ŀƴŘ ǘƘŜ /Ŝƴǎǳǎ ŦŀŎƛƭƛǘŀǘŜ ŀ ǊƛŎƘ ŀƴŘ ǇǊŜŎƛǎe analysis, 
identified by 53,000 compliers. The employment effect is confined to men who served in Vietnam and is very large, at -37 percentage points 
(95%CI: -32, -поύ ƛƴ нллсΦ ¢ƘŜ ŜŦŦŜŎǘ Ƙŀǎ ŜƳŜǊƎŜŘ ƎǊŀŘǳŀƭƭȅ ǎƛƴŎŜ ǘƘŜ мффлǎΣ ŀƴŘ ƛǎ ƳƛǊǊƻǊŜŘ ōȅ ǾŜǘŜǊŀƴǎΩ 5ƛǎŀōƛƭƛǘȅ tŜƴǎƛƻƴ ŜŦŦects. These 
ǊŜǎǳƭǘǎ ŎƻƴǘǊŀǎǘ ǿƛǘƘ ǘƘƻǎŜ ŦƻǊ ǘƘŜ ¦{!Σ Ǉƻǎǎƛōƭȅ ǊŜŦƭŜŎǘƛƴƎ ŘƛŦŦŜǊŜƴŎŜǎ ƛƴ ŜƳǇƭƻȅƳŜƴǘ ƛƴŎŜƴǘƛǾŜǎ ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ǾŜǘŜǊŀƴǎΩ Ŏompensation. 
  
Guyonne Kalb, University of Melbourne 
Dynamics of Household Joblessness at the Micro Level: Evidence from Australia 2001-2007 
 
This paper investigates the persistence of living in a jobless household over time, aiming to disentangle state dependence and unobserved 
heterogeneity. In addition, potential heterogeneity of state dependence is examined through estimation of interaction terms with the lagged 
household joblessness variable. Finally, the robustness of results is explored through the use of alternative definitions of household 
ƧƻōƭŜǎǎƴŜǎǎ ŜŀŎƘ ōŀǎŜŘ ƻƴ ŘƛŦŦŜǊŜƴǘ ǾŀǊƛŀōƭŜǎ ŀǾŀƛƭŀōƭŜ ƛƴ ƻǳǊ ŘŀǘŀΤ ŀƴŘ ǿƘŜƴ ǳǎƛƴƎ ǘƘŜ ŘŜŦƛƴƛǘƛƻƴ ōŀǎŜŘ ƻƴ ƭŀǎǘ ȅŜŀǊΩǎ ŜƳǇƭƻyment status, 
we apply different cut-off points for the proportion of time out of employment to categorise individuals into the living in a jobless household 
category. Using the two definitions that are most different, we find that there is substantial state dependence under both definitions which 
is larger for women than for men under both definitions. That is, being in a jobless household in the previous year increases the probability 
of currently living in a jobless household by 7.7 to 17.2 percentage points for men and 12.7 to 25.1 percentage points for women. Although 
state dependence clearly is an important aspect, as are a number of observed characteristics, unobserved heterogeneity also plays an 
important role for men and women: 32 to 40 per cent of the unexplained variance can be attributed to unobserved heterogeneity for men, 
and for women this is 42 to 46 per cent. A few characteristics (age, disability, student status, living outside of major cities, having a university 
degree, presence of preschool children) seem to affect the level of state dependence, with the most important factor appearing to be the 
ƛƴŘƛǾƛŘǳŀƭΩǎ ŀƎŜΣ ǿƘŜǊŜ ƻƭŘŜǊ ǇŜǊǎƻƴǎ όǇŀǊǘƛŎǳƭŀǊƭȅ ƳŜƴύ ƘŀǾŜ ŀ ƭŀǊƎŜǊ ǎǘŀǘŜ ŘŜǇŜƴŘŜƴŎŜ ŎƻŜŦŦƛŎƛŜƴǘΦ IƻǿŜǾŜǊΣ ŀǎƛŘŜ ŦǊƻƳ ǘƘƛǎ effect, which 
can increase state dependence by up to 50 per cent for men aged 60 to 64, the level of state dependence seems fairly homogenous amongst 
men and amongst women. 
 
Wednesday 6 July, 15.30 - 17.00 Financial Econometrics  
 
Bruce Chen, Monash University 
Nonparametric Calibration of Time-varying Coefficients Realized Volatility Model 
 
This paper investigates the nonparametric calibration of time-varying coefficients of heterogeneous autoregressive (TVC-HAR) model for 
realized volatility. Employing a wild bootstrap approach, the constant coefficient HAR model is rejected against the nonparametric TVC-HAR 
alternative. In practice, the underlying functional form for time-varying coefficients of HAR model are largely unknown. Therefore, local 
linear nonparametric method is used to estimate the TVC-HAR model and to construct pointwise confidence intervals. These nonparametric 
estimates are then used to calibrate the parametric TVC-HAR models, which are the linear functions of higher order polynomials in time t. In 
our future work, the validity of the calibrated parametric TVC-HAR model will be tested against its nonparametric counterpart, and 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 semi-parametric approach 
 
This paper employs a semiparametric framework for estimating 99.9 per cent operational risks (ORs) and expected shortfalls (ESs) of some  
US businesses. The latter is a coherent risk measure, while the former is not. Since the severity loss distributions are heavy right-tailed, the 
peaks over threshold method, which is known as POT, is used. To implement this method, we estimated the threshold parameter by 
adopting the approach proposed by Huisman et al. [2001]. The Generalised Pareto Distribution (GPD) is then fitted to the data in the right 
tail. In contrast to the previous studies that estimated the population mean by the simple sample mean, this paper used the method 
proposed by Johansson [2003] which exploits the property of the tail index to estimate the population mean. The estimates of 99.9 per cent 
ORs and ESs of five business line and three event type losses, range from $1,388 mln to $12,952 mln and from $1,710 mln to $20,756 mln, 
respectively. 
  
Abhay Singh, Edith Cowan University 
Extreme Market Risk-An Extreme Value Theory Approach 
 
¢ƘŜ ǇƘŜƴƻƳŜƴƻƴ ƻŦ ǘƘŜ ƻŎŎǳǊǊŜƴŎŜ ƻŦ ǊŀǊŜ ȅŜǘ ŜȄǘǊŜƳŜ ŜǾŜƴǘǎΣ ά.ƭŀŎƪ {ǿŀƴǎέ ƛƴ ¢ŀƭŜōϥǎ ǘŜǊƳƛƴƻƭƻƎȅΣ ǎŜŜƳǎ ǘƻ ōŜ ƳƻǊŜ ŀǇǇŀǊŜƴǘ in 
financial markets around the globe. This means there is not only a need to design proper risk modelling techniques which can predict the 
probability of risky events in normal market conditions but also a requirement for tools which can assess the probabilities of rare financial 
events; like the recent Global Financial Crisis (2007-2008). An obvious candidate, when dealing with extreme financial events and the 
quantification of extreme market risk is Extreme Value Theory (EVT). This proves to be a natural statistical modelling technique of relevance. 
Extreme Value Theory provides well established statistical models for the computation of extreme risk measures like the Return Level, Value 
at Risk and Expected Shortfall. In this paper we apply Univariate Extreme Value Theory to model extreme market risk for the ASX-All 
Ordinaries (Australian) index and the S&P-500 Index. We demonstrate that EVT can be successfully applied to financial market return series 
for predicting static VaR, CVaR or Expected Shortfall (ES) and expected Return Level and also daily VaR using a GARCH(1,1) and EVT based 
dynamic approach. 
 
Wednesday 6 July, 15.30 - 17.00 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 insurance plans (i.e., their 
formularies). Using a unique panel dataset for all new drug listings from 1995 to 2007, we study peer effects in the provinceǎΩ formulary 
listing decisions. Accounting for unobserved common drug quality shocks and employing instrumental variables to account for simultaneity 
in listing decisions, we find evidence of strong peer effects in listing decisions, and that provinces are more likely to list drugs just prior to and 
during election years. Moreover, we find peer effects in drug listings are stronger for more novel drugs. We interpret this as evidence that, 
ōŜȅƻƴŘ ǎǘǊŀǘŜƎƛŎ ŀƴŘ ǇƻƭƛǘƛŎŀƭ ƛƴŦƭǳŜƴŎŜǎΣ ƎǊŜŀǘŜǊ ǳƴŎŜǊǘŀƛƴǘȅ ƻǾŜǊ ŀ ŘǊǳƎΩǎ ǳƴƪƴƻǿƴ ǾŀƭǳŜ ǿƛƭƭ ƭŜŀŘ ǇǊƻǾƛƴŎŜǎ ǘƻ ǊŜƭȅ ƳƻǊŜ ƻn the 
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 overskilling remains problematical. This paper uses 
annual panel information on both educational and skills mismatches uniquely found in the HILDA survey to analyse the relationship of both 
mismatches with pay, job satisfaction and job mobility. We find that overeducation and overskilling are distinct phenomena with different 
labour market outcomes and that their combination results in the most severe negative labour market outcomes. Using panel methodology 
reduces strongly the size of many relevant coefficients, questioning previous cross-section results and suggesting the presence of 
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 DISCRETE STRUCTURAL 
LABOUR SUPPLY-CHILD CARE MODEL 
 
The purposes of paper are twofold. First, we construct and estimate a joint discrete structural model of labour supply and child care demand 
ŦƻǊ ǇŀǊǘƴŜǊŜŘ ǿƻƳŜƴ ǿƛǘƘ ǇǊŜǎŎƘƻƻƭ ŎƘƛƭŘǊŜƴ ǳǎƛƴƎ ǘƘŜ Ψƛƴ-ŎƻƴŦƛŘŜƴŎŜΩ ǾŜǊǎƛƻƴ ƻŦ IL[5!Φ !ǎ ŀ ƳŜǘƘƻŘƻƭƻƎƛŎŀƭ ƛƴƴƻǾŀǘƛƻƴΣ ǿŜ ƛƳǇƻǎe a 
quantity constraint that the number of total child care hours (formal plus informal child care) is at least as large as the labour supply of the 
mother. Second, using simulations, we estimate the gross and net child care price elasticities for all mothers with preschool children and for 
various demographic sub-groups to shed light on labour supply behaviour and child care demand of women across income levels and socio-
economic characteristics. 
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Wednesday 6 July, 15.30 - 17.00 Applied Macroeconomics/Macroeconometrics  
 
Chih Chiang Wu, Yuan Ze University 
The economic value of co-movement between oil price and exchange rate using copula-based GARCH models 
 
The US dollar is used as the primary currency of international crude oil trading, and thus in recent years a substantial depreciation of the US 
dollar results in a corresponding increase in crude oil prices. In addition, oil prices and exchange-rate returns have been shown to be skewed 
and leptokurtic and to exhibit an asymmetric or tail dependence structure. Therefore, this study proposes dynamic copula-based GARCH 
models to explore the dependence structure between the oil price and the US dollar exchange rate. More importantly, an asset-allocation 
strategy is implemented to evaluate economic value and confirm the efficiency of the copula-based GARCH models. In terms of out-of-
sample forecasting performance, a dynamic strategy based on the GARCH model with the Frank copula exhibits larger economic benefits 
than static and other dynamic strategies. A more risk-averse investor generates a higher fee for switching from a static strategy to a dynamic 
strategy based on copula-based 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 Zealand - US (NZ/US) and the Australia - US (AU/US) exchange rates responds to the 
release of Australian macroeconomic news including the CPI, GDP, trade balance, and monetary policy decisions. We use two different 
measures of the unanticipated component of the news announcements. First, we use the difference between the actual value of the data 
and a survey of market participants' expectations of that data announcement. Second, we use the immediate response of the AU/US 
exchange rate to the news announcement. Our study has three main conclusions: 1) We show that the effects of the macro news in one 
country can also transmit to another country via the non-bilateral exchange rate (probably in anticipation of future spill-over effects). 2) 
Combined with results that show that the AU/US exchange rate responds by very little to New Zealand news, the results suggest that the low 
variation in the New Zealand - Australia cross rate is because both currencies respond in a similar fashion to Australian (but not New 
Zealand) macroeconomic data. 3) We highlight the problems associated with the events studies in which the surprises are calculated from a 
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 work on rolling window 
averaging by Pesaran et al (2010, 2009) and on exchange rate forecasting by Molodtsova and Papell (2009), we explore whether rolling 
window averaging can be considered beneficial on a priori grounds. We investigate whether rolling window averaging can improve the 
ǇŜǊŦƻǊƳŀƴŎŜ ƻŦ ƳƻŘŜƭ ŀǾŜǊŀƎƛƴƎΣ ŜǎǇŜŎƛŀƭƭȅ ǿƘŜƴ ΨǎƛƳǇƭŜǊΩ ƳƻŘŜƭǎ ŀǊŜ ǳǎŜŘΦ ¢ƘŜ ŀƴŀƭȅǎƛǎ ǇǊƻǾƛŘŜǎ ǎǘǊƻƴƎ ǎǳǇǇƻǊǘ ŦƻǊ ǊƻƭƭƛƴƎ ǿindow 
averaging, outperforming the best window forecasts more than 50% of the time across all rolling windows. Furthermore, rolling window 
averaging smoothes out the forecast path, improves robustness, and minimizes the pitfalls associated with potential structural breaks. 
 
Thursday 7 July, 09.00 - 10.30  Macroeconomics (Labour Markets)   
 
Alfred Haug, University of Otago 
Empirical Evidence on Inflation and Unemployment in the Long Run 
  
Abstract  
{ƛƴŎŜ ǘƘŜ ǇǳōƭƛŎŀǘƛƻƴ ƻŦ .ƛƭƭ tƘƛƭƭƛǇǎΩ όмфруύ ǎŜƳƛƴŀƭ ǇŀǇŜǊΣ ǘƘŜ ǊŜƭŀǘƛƻƴǎƘƛǇ ōŜǘǿŜŜƴ ƛƴŦƭŀǘƛƻƴ ŀƴŘ ǳƴŜƳǇƭƻȅƳŜƴǘ Ƙŀǎ ōŜŜƴ ŀ central focus for 
macroeconomists and policymakers. Most of this focus has been directed at establishing whether or not a negative relationship exists in the 
short run and what this may imply for policy. In his Presidential Address to the AEA, Milton Friedman (1968) introduced the concept of the 
άƴŀǘǳǊŀƭέ ǊŀǘŜ ƻŦ ǳƴŜƳǇƭƻȅƳŜƴǘΣ ǿƘƛŎƘ ƭŜŘ ǘƻ ǘƘŜ ǾƛŜǿ ǘƘŀǘΣ ƛƴ ǘƘŜ ƭƻƴƎ ǊǳƴΣ ǘƘŜ tƘƛƭƭƛǇǎ ŎǳǊǾŜ ƛǎ ǇŜǊŦŜŎǘƭȅ ǾŜǊǘƛŎŀƭ ς that is, the 
unemployment rate is independent of inflation and monetary policy. Thus, the nature of the short-run relationship and whether or not it 
represents a usable policy trade-off (for example, Lucas (1972)) has, for the most part, dominated the discussion. However, in his Nobel 
lecture, Friedman (1977) argued that, in the long-run, a positive relationship may exist between these two variables, due to the distortionary 
effects of the inflation tax. Moreover, he found evidence of this positive relationship in US data, observing average values for successive 
quinquennia. This long-run 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 frameworks. In a real 
business cycle model with a cash-in-advance (CIA) constraint and employment lotteries (as in Rogerson (1988)), Cooley and Hansen (1989) 
quantified this relationship, where the inflation tax induces substitution into untaxed leisure. Shi (1998) introduced a CIA constraint in a 
monetary search model based on Shi (1997), but with labour search as in Diamond (1982), Mortensen (1982) and Pissarides (1985), and 
found that, in the long-run, two forces push the effect of money growth on unemployment in opposite directions. The first is a search-
inducing effect: higher inflation induces buyers to search more intensively, which increases firm sales, and reduces unemployment. The 
second is the inflation effect: higher inflation reduces the shadow value of sales, thus reducing profitability, and hence hiring and 
employment. In the calibrated version of the model, the second effect dominates the first, leading to a positive relationship between 
inflation and unemployment. The theoretical ambiguity of the sign of the relationship has been echoed in other studies. For example, 
Rocheteau, Rupert, and Wright (2007) study monetary search models where the sign of the slope of the long-run Phillips curve depends on 
complementarities in the utility function: high inflation induces substitution out of cash-intensive goods, and if labour intensive goods are 
complements, or leisure is a substitute, for these cash-intensive goods, then the slope of the Phillips curve will be negative.  (continue next 
page) 
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(continued) Otherwise, the relationship will be positive. On the other hand, Kumar (2008) and Berentsen, Menzio, and Wright (2010) argue 
for an unambiguously positive theoretical relationship in the long run. In these models, higher inflation increases the cost of holding money, 
which leads households to economize on real balances, which reduces trade, profitability, entry, and increases unemployment. This, then, is 
the fundamental proposition that requires empirical study. This is the goal of our paper. In order to examine quarterly United States data in 
the longer run for patterns, or stylized facts, between inflation and unemployment, we employ an analytic method that is free from 
economic and statistical models as much as possible. Hence, we apply band-pass filter that require only the specification of the cycle length. 
We use the nearly optimal band-pass filter developed by Christiano and Fitzgerald (2003) and extract covariance-stationary cycles of 8 to 15 
years, i.e., cycles in the medium run below the business cycle frequency. Their filter is optimal in a mean-squared-error sense and in addition 
leads to a filtered series without missing filtered observations at the beginning and end of the sample. Next, we study dynamic cross-
correlations of inflation with unemployment in order to establish whether or not there is a trade-off in the medium run. Our econometric 
methodology is in the spirit of Lucas (1980), Backus and Kehoe (1992), King and Watson (1997) and Muller and Watson (2008), who used 
methods in the frequency domain to extract movements in data at a specific frequency. It is also in the spirit of Friedman (1977) using data 
averages, and Friedman and Schwartz (1963, 1982) using phase averages because the band-pass filter is a moving average in the time 
domain with optimal weights chosen in the frequency domain. First, we apply the low-frequency-based tests for unit roots, recently 
proposed by Muller and Watson (2008). This allows us to specify the time series process as a unit root or as a covariance stationary process 
for the filtering, and also to assess the persistence of shocks for each variable, which makes it meaningful to talk about a longer-run Phillips 
curve. Second, we apply band-pass filters in order to isolate the components of inflation and unemployment with frequencies lower than the 
business cycle. We apply the band-pass filter of Christiano and Fitzgerald (2003), guided by the outcome of the Muller-Watson tests as to 
whether or not the time series involve a unit root. However, we consider both scenarios, an I(0) and an I(1) specification, in order to see 
whether our filtering results are sensitive to whether or not variables follow a unit root process. As a further check, we also apply the band-
pass filter of Baxter and King (1999). Third, we compute dynamic cross-correlations for the low-frequency filtered components of inflation 
and unemployment in order to uncover stylized facts. Fourth and last, we apply tests for structural stability of the relationship among 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 market during the period 
2002 to 2010 for various demographic groups by using quarterly data of the short-term unemployment, publicly available from Japan's Labor 
Force Survey since 2002 and the method popularized by Robert Shimer. Then, we compute the contributions of these flow probabilities to 
the overall fluctuations of unemployment. Among our findings are: The two flow probabilities are much smaller in Japan than those in the 
U.S.; and the two flow probabilities are larger for younger and female workers than the prime age and male workers. Then we estimate the 
Cobb-Douglas matching function using the estimated job finding probabilities. The standard search and matching model of Mortensen and 
Pissarides type, calibrated to data of the Japanese labor market (2002-2010), can explain only a small part of the fluctuations in the 
estimated job finding probability under a set of parameter values often used in the literature. Our sensitivity analysis suggests that small 
levels of the job finding and employment exit probabilities in Japan can contribute to some extent the smaller fluctuations in the job finding 
probability than in the U.S. 
  
Keisuke Kawata, Osaka university 
Changing Workers' Types and Inefficient Decisions in Job-to-Job Transitions. 
 
This paper explores an on-the-job search model that includes wage bargaining and firm-worker mismatch. It considers two types of firms and 
workers defined according to their fit to a particular firm type. While the firm type is fixed throughout its life, the worker type changes in 
accordance with a stochastic process. This paper shows, although the workers' decision regarding job-to-job transitions is private efficient, 
the level of job-to-job transitions in market equilibrium may be social inefficient due to hold up problem. 
 
Thursday 7 July, 09.00 - 10.30  Microeconomics/Game Theory  
 
Michael Rapp, University of Wisconsin, Madison 
Observational Learning and Position Uncertainty 
  
Observational learning is typically examined when agents have precise information about their position in the sequence of play. We present 
a model in which agents are uncertain about their positions. Agents are allowed to have arbitrary ex-ante beliefs about their positions: they 
may observe their position perfectly, imperfectly, or not at all. Agents sample the decisions of past individuals and receive a private signal 
about the state of the world. We show that social learning is robust to position uncertainty. Under any sampling rule satisfying a stationarity 
assumption, learning is complete if signal strength is unbounded. In cases with bounded signal strength, we show that agents achieve what 
we define as constrained efficient learning: all individuals do at least as well as the most informed agent would do in isolation. 
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Markus Schaffner, QUT 
Expectation Formation and Risk-Taking 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 choice? Experimental 
results have established that people do not exhibit risk neutrality when making choices about uncertain outcomes. What is not known is 
whether people's actual expectations are correct or whether their individual proclivities (risk-aversion, optimism, savouring) directly affect 
their expectations. We thus wish to examine how people actually form expectations, how those expectations change as an event unfolds, 
and how important those conscious expectations are in determining risk-taking behavior. This study exploits a novel experimental design to 
assess expectation formation during the unfolding of an uncertain event whose outcome matters. Participants were confronted with six 
animated car race games, where their payoff was linked to the outcome of one particular car. In each game, a participant chose how to 
divide a fixed amount of money - earned previously in a real effort task - into a wagered amount and an invested amount, where investment 
increased the chances that the participant's car would win. Each race lasted for ten laps and consisted of five cars in total, each of which ran 
according to a statistical process that consisted of a random-walk component and an exogenous downward shifter (denoting a temporary 
'engine failure'), the latter of which was reduced in frequency for the participant's car in proportion to the invested amount. Participants 
were offered the choice to withdraw from their bet at each of three pitstops and retain a fraction of their initial bet with certainty. 
Participants' expectations about the likelihood of their car winning were solicited at the beginning of the race as well as during the pitstops, 
by asking them how many times out of 1000 they thought their car would win, based on its current position relative to the other cars. One of 
the six races, chosen randomly, was paid out in cash at the conclusion of the experiment. In addition to the information about expectations 
and risk-taking provided by the race stage of the experiment, we asked participants to respond to a number of question batteries regarding 
their psychology and beliefs, and also collected standard demographic information. After the experiment had concluded, we also simulated 
the actual likelihood of a car winning the race from each pitstop, providing an objective picture of the future outcome against which we 
could compare participants' expectations. In this paper, we use all of these diverse sources of data to model both expectation formation and 
risk-taking behavior. Preliminary results show that expectations are higher than the truth, and variant across people, together implying that 
the model of `rational expectations' is almost certainly wrong. Psychological factors, including variance captured by aspects of the 
individual's personal belief system are overall just as if not more predictive of expectation formation as more traditional 'economic' 
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 theorems -- Arrow's Impossibility Theorem for social welfare functions, Gibbard-
Satterthwaite Theorem for dominant strategy implementable social choice functions and the impossibility theorem in the literature of 
strategic candidacy -- by identifying two kinds of independence of "irrelevant" alternatives. A social choice correspondence is said to be 
Independent of Infeasible Alternatives if the choice from subsets of social alternatives depends only on the preference over the subsets. It is 
Independent of Losing Alternatives if the social choice is unaected by withdrawal of alternatives that would not win. We show that any social 
choice correspondence that is weakly Pareto, Independent of Infeasible Alternatives and Independent of Losing Alternatives is serially 
dictatorial. The three impossibility theorems follow as corollaries. Our result indicates that all these impossibility theorems are underpinned 
by the two kinds of independence we propose. 
 
Thursday 7 July, 09.00 - 10.30  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 in a multi-unit simultaneous 
ascending auction. The global bidders want to win both licenses to enjoy synergies; therefore, they bid more than their stand-alone valuation 
of a license. This exposes them to the risk of losing money. We determine the optimal bidding strategies in the presence of an exposure 
problem. We show that global bidders may accept a loss even when they win all licenses. Later, we show that if a "bid-withdrawal" rule is 
introduced to the auction, the exposure problem 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 state-contingent framework. We assume that firms maximize ex ante their preference 
function subject to stochastic technology constraint; in other words they are assumed to act rationally. Consequently a parsimonious 
ǇŀǊŀƳŜǘǊƛŎ ƳƻŘŜƭ ƛǎ ŘŜǾŜƭƻǇŜŘ ǘƻ ŘŜǎŎǊƛōŜ Ǌŀǘƛƻƴŀƭ ǇǊƻŘǳŎŜǊǎΩ ōŜƘŀǾƛƻǳǊ ǘƻǿŀǊŘǎ ǳƴŎŜǊǘŀƛƴǘȅΦ 



 

64 

ESAM 11  
Econometric Society Australasian Meeting 2011 

4 July τ 7 July 2011 | Adelaide, South Australia, Australia 

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 incumbents and location 
choice. In particular, we analyze the effect of allowing the entrant to have an opportunity to collaborate with incumbents on its location 
choice.  
 
It is not rare that entrants use a strategic tool of collaboration with incumbents. For example, when an entrant has a broad distribution 
channel or an excellent technology for production of an input that is used to produce a final good, the entrant may easily collaborate with 
incumbents in the final good market by sharing its knowledge with the incumbent. In fact, Samsung has collaborated with Sony when it 
entered the LCD market. It has also collaborated with Seagate to enter the hard-disk market. Furthermore, facilitating an entrant's 
collaboration with incumbents seem to be justified by the improvement of information technology such as the prevalence of Internet or 
cloud-computing system. This is because Internet increases the frequency of contacts, and the cloud-computing system induces the common 
use of network system among firms. To understand the issue discussed in this paper, consider a simple linear model of horizontal product 
differentiation with a uniform distribution of consumers. Suppose two retail shops are already located at the two extreme ends of a line city. 
The shops have the same retail technology, compete in prices, and obtain some positive profits. Now, an outsider has a plan to open a shop 
in the city. Then, the two incumbent retail shops can collaborate with each other in order to deter its entry. If they collaborate with each 
other, they can lower their resale cost by sharing some facilities such as production plants/storehouses or distribution channels. However, 
we also assume that once the outsider opens a shop, it is allowed to collaborate with the incumbent retail shops. In such a case, where 
would the outsider like to be located in the city? Is it easy for the outsider to open its shop in the city? Using the standard setting of a 
Hotelling model, we propose a curious answer to these questions. Our answer is: Once the outsider enters the market, it does not always 
locate at the center of the line (or it does not always maximally horizontally-differentiate its goods from those of the incumbents). That is, its 
location is distorted towards the location of one of the two incumbents. Moreover, the collaboration between the two incumbents to reduce 
their production cost cannot always deter entry. In fact, the outsider can be welcomed to the market, even when there exists an alleged 
entry barrier established by the collaboration between the incumbents. Let us restate the answer in detail. In our model, we define a 
collaboration of firms by a pairwise link between firms with mutual consent. We first show that when an entrant is allowed to form a link and 
the link formation requires mutual consent, the entrant has an incentive to distort its location in order to form a link with each of the 
incumbents. Second, we show that the existing link formed by incumbents cannot be a device to deter entry, especially when the 
incremental change of cost-reducing effect generated by forming a link scarcely depends on the number of links. These two results are 
produced by two driving forces: The cost-reducing effect, which is a direct effect generated by the network formation, and the price 
competition effect, which is a mixed effect generated by the network formation and the entrant's location choice. Suppose an entrant tries 
to form a link with an incumbent. The cost-reducing effect works positively not only for the entrant but also the incumbent, which implies 
that competition in the product market becomes fiercer with the link than without it. As is easily perceived, the entrant's location choice can 
also affect the fierceness of product market competition. In other words, the entrant's location choice affects the relative magnitude 
between the cost-reducing effect and the price-competition effect, which in turn determines the success probability in forming a link. Hence, 
the entrant has an incentive to distort its location in order to obtain the incumbent's agreement to form the link. We will explain the details 
of the mechanism in the following analysis. 
 
Thursday 7 July, 09.00 - 10.30  Health Economics/Public Health Policy  
 
Risti Permani, School of Economics 
Revisiting the Link between Maternal Employment and School-Aged Children Health Status in Developing     
  
The present study is interested in the link between maternal employment and child health status. Using data from Indonesia, it uses 
ƳƻǘƘŜǊΩǎ Ǌƛǎƪ ŀǾŜǊǎŜ ƳŜŀǎǳǊŜǎΣ ƘƻǳǎŜƘƻƭŘΩǎ Ǉŀǎǘ ŦƭƻƻŘ ŀƴŘ ŘǊƻǳƎƘǘ ŜȄǇŜǊƛŜƴŎŜ ŀƴŘ ǘƘŜ ƛƴǘŜǊŀŎǘƛƻƴǎ ōŜǘǿŜŜƴ Ǌƛǎƪ ƳŜŀǎǳǊŜǎ ŀƴŘ Ǉast natural 
ŘƛǎŀǎǘŜǊǎ ŜȄǇŜǊƛŜƴŎŜ ǘƻ ƛƴǎǘǊǳƳŜƴǘ ŜƴŘƻƎŜƴƻǳǎ ƳŀǘŜǊƴŀƭ ŜƳǇƭƻȅƳŜƴǘ ŀǎ ǇǊƻȄƛŜŘ ōȅ ƳƻǘƘŜǊΩǎ ǿƻǊƪƛƴƎ ƘƻǳǊǎΦ /ǊƛǘƛŎŀƭ ǾŀƭǳŜǎ ōŀǎŜŘ on Stock 
and Yogo (2002) suggest that they are strong instruments. Moreover, the Hausman test suggests that the IV method is more preferred to the 
Ordinary Least Squares (OLS) method. Yet, estimates across differing specifications consistently suggest insignificant effects of maternal 
ŜƳǇƭƻȅƳŜƴǘΦ IƻǿŜǾŜǊΣ ƳƻǘƘŜǊΩǎ ŜŘǳŎŀǘƛƻƴ ŀƴŘ ƘŜǊ ƘŜŀƭǘƘ ƪƴƻǿƭŜŘƎŜ ŀǊŜ ƛƳǇƻǊǘŀƴǘ ŦƻǊ ŎƘƛƭŘΩǎ ǿŜƭƭōŜƛƴƎΦ Lƴ ŎƻƴǘǊŀǎǘΣ ǎŎƘƻƻƭΩǎ ƭunch 
ǇǊƻƎǊŀƳǎΣ ǎŀƴƛǘŀǘƛƻƴΣ ǎǇƻǊǘǎ ŀƴŘ ƘŜŀƭǘƘ ŦŀŎƛƭƛǘƛŜǎ ŀǊŜ ƴƻǘ ǎƛƎƴƛŦƛŎŀƴǘƭȅ ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ŎƘƛƭŘΩǎ ǿŜƭƭōŜƛƴƎΦ ¢ƘŜ ǊŜǎǳƭǘǎ ŜƳǇƘŀsise the roles of 
ŦŀƳƛƭȅ ŎƻƳǇŀǊŜŘ ǘƻ ǎŎƘƻƻƭǎΣ ƛƴ ǇŀǊǘƛŎǳƭŀǊ ǘƘŜ ǊƻƭŜǎ ƻŦ ƳƻǘƘŜǊΩǎ ƛƴ ƛƳǇǊƻǾƛƴƎ ŎƘƛƭŘΩǎ ǿŜƭƭōŜƛƴƎΦ Lƴ ŀŘŘƛǘƛƻƴΣ ǘƘŜǊŜ ǎǘƛƭƭ ǎŜŜƳs to be inequality in 
ŎƘƛƭŘΩǎ ǿŜƭƭōŜƛƴƎ ōŜǘǿŜŜƴ ƛƴ ǳǊōŀƴ ŀƴŘ ǊǳǊŀƭ ŀǊŜŀǎΦ L ŦƛƴŘ ƴƻ ŜƴƻǳƎƘ ŜǾƛŘŜƴŎŜ ƻƴ ǘƘŜ ƭƛƴƪ ōŜǘǿŜŜƴ ƘƛǊƛƴƎ ŀ ŘƻƳŜǎǘƛŎ ŀǎǎƛǎǘŀƴǘ, outside food 
ŎƻƴǎǳƳǇǘƛƻƴ ŀƴŘ ŎƘƛƭŘΩǎ ǿŜƭƭōŜƛƴƎΦ 
 
Julie Moschion, MIAESR 
¢ƘŜ LƳǇŀŎǘ ƻŦ CŜǊǘƛƭƛǘȅ ƻƴ aƻǘƘŜǊǎΩ [ŀōƻǳǊ {ǳǇǇƭȅ ƛƴ !ǳǎǘǊŀƭƛŀΥ 9ǾƛŘŜƴŎŜ ŦǊƻƳ 9ȄƻƎŜƴƻǳǎ ±ŀǊƛŀǘƛƻƴ ƛƴ CŀƳƛƭȅ {ƛȊŜ 
 
5ŜǾŜƭƻǇŜŘ ŎƻǳƴǘǊƛŜǎ ŜȄǇŜǊƛŜƴŎŜŘ ŀ ŘǊŀƳŀǘƛŎ ƛƴŎǊŜŀǎŜ ƛƴ ǿƻƳŜƴΩǎ ƭŀōƻǳǊ ŦƻǊŎŜ ǇŀǊǘƛŎƛǇŀǘƛƻƴ ǊŀǘŜ ǎƛƴŎŜ ǘƘŜ мфтлΩǎΦ Lƴ !ǳǎǘǊŀƭƛŀ, the labour 
force participation rate for 15-сп ȅŜŀǊ ƻƭŘ ǿƻƳŜƴ ǊƻǎŜ ŦǊƻƳ пр҈ ƛƴ мфтл ǘƻ тл҈ ƛƴ нллфΣ ǿƘŜǊŜŀǎ ƳŜƴΩǎ ƭŀōƻǳǊ ŦƻǊŎŜ ǇŀǊǘƛŎƛǇŀǘƛƻƴ rate 
decreased from 91% to 83% during the same time period (OECD data). Although the gap between men and women has declined, women are 
still more often out of the labour force and their labour supply behaviour remains negatively correlated with the number and youth of 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.e. does fertility have a 
ƴŜƎŀǘƛǾŜ ƛƳǇŀŎǘ ƻƴ ƳƻǘƘŜǊǎΩ ƭŀōƻǳǊ ŦƻǊŎŜ ǇŀǊǘƛŎƛǇŀǘƛƻƴ ƛƴ !ǳǎǘǊŀƭƛŀΚ ¢Ƙƛǎ ǇŀǇŜǊ ƛǎ ƳƻǘƛǾŀǘŜŘ ōȅ ǘƘŜ ƎǊƻǿƛƴƎ ƭƛǘŜǊŀǘǳǊŜ ǳǎƛƴƎ the same 
ƳŜǘƘƻŘƻƭƻƎȅ ǘƻ ŀǎǎŜǎǎ ǘƘŜ ƛƳǇŀŎǘ ƻŦ ŦŜǊǘƛƭƛǘȅ ƻƴ ƳƻǘƘŜǊǎΩ ƭŀōƻǳǊ ƻǳǘŎƻƳŜǎ ƛƴ ŘƛŦŦŜǊŜƴǘ ŎƻǳƴǘǊƛŜǎΦ ¢Ƙƛǎ ƛǎǎǳŜ ǊŀƛǎŜǎ ŀ ƳŀƧƻǊ Ƴethodological 
ƛǎǎǳŜ ŀǎ ŦŜǊǘƛƭƛǘȅ ŘŜŎƛǎƛƻƴǎ ŀǊŜ ŜƴŘƻƎŜƴƻǳǎΥ ǘƘŜȅ Ƴŀȅ ŀŦŦŜŎǘ ƳƻǘƘŜǊǎΩ ƭŀōƻǳǊ ǎǳǇǇƭȅΣ ōǳǘ ƭŀōƻǳǊ ǎǳǇǇƭȅ Ƴŀȅ ŀƭǎƻ ŀŦŦŜŎǘ ŦŜǊǘƛƭity (reverse 
ŎŀǳǎŀƭƛǘȅύΣ ŀƴŘ ƻǘƘŜǊ ƻōǎŜǊǾŀōƭŜ ƻǊ ǳƴƻōǎŜǊǾŀōƭŜ ŎƘŀǊŀŎǘŜǊƛǎǘƛŎǎ Ƴŀȅ ŀŦŦŜŎǘ ōƻǘƘ ŦŜǊǘƛƭƛǘȅ ŀƴŘ ƳƻǘƘŜǊǎΩ ƭŀōƻǳǊ ǎǳǇǇƭȅΦ  
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Hielke Buddelmeyer, The University of Melbourne 
tŀǊŜƴǘǎΩ ǇŜǊŎŜǇǘƛƻƴ ƻŦ ǘƘŜƛǊ ŎƘƛƭŘǊŜƴϥǎ ǿŜƛƎƘǘ 
 
aǳŎƘ Ƙŀǎ ōŜŜƴ ǎŀƛŘ ƛƴ ǘƘŜ ƳŜŘƛŀ ŀƴŘ ƳŜŘƛŎŀƭ ƭƛǘŜǊŀǘǳǊŜ ŀōƻǳǘ !ǳǎǘǊŀƭƛŀΩǎ άhōŜǎƛǘȅ ŎǊƛǎƛǎέΦ !ǳǎǘǊŀƭƛŀ ƛǎ ƴƻǘ ŀƭƻƴŜ ƛƴ ǘƘƛǎ ǊŜǎpect as almost 
every rich nation has seen a steady increase in obesity rates, especially in the latter decades. The writing and media get even more alarming 
ǿƘŜƴ ǘƘŜ ǇƻǇǳƭŀǘƛƻƴ ŎƻƴǎƛŘŜǊŜŘ ƛǎ !ǳǎǘǊŀƭƛŀΩǎ ȅƻǳǘƘΦ .ǳǘ ǿƘŀǘ ƛŦ ǘƘŜǊŜ ƛǎ ƴƻ ŎǊƛǎƛǎ ƛƴ ǇŀǊŜƴǘΩǎ ƳƛƴŘǎΚ !ƴȅ ǇƻƭƛŎȅ ǘŀǊƎŜǘŜŘ ŀǘ reducing obesity 
in children will only be effective if parents and the medical professionals are on the same wavelength. Using LSAC, we study chiƭŘǊŜƴΩǎ ǿŜƛƎƘǘ 
ŀƴŘ ǘƘŜƛǊ ǇŀǊŜƴǘǎΩ ǇŜǊŎŜǇǘƛƻƴΦ ²Ŝ ŦƛƴŘ ǘƘŜǊŜ ƛǎ ŀ ƭŀǊƎŜ ŘƛǎŎǊŜǇŀƴŎȅ ōŜǘǿŜŜƴ ǇŀǊŜƴǘΩǎ ǇŜǊŎŜǇǘƛƻƴ ŀƴŘ ǘƘŜ ƎǳƛŘŜƭƛƴŜǎ ŦƻǊ Ŏƭŀǎǎƛfication of 
children according to BMI-for-age-by-ƎŜƴŘŜǊ ǘŀōƭŜǎ ōȅ ǘƘŜ ²ƻǊƭŘ IŜŀƭǘƘ hǊƎŀƴƛǎŀǘƛƻƴ ό²Ihύ ŀƴŘ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎΩ /ŜƴǘŜǊ ŦƻǊ 5ŜŎŜase 
/ƻƴǘǊƻƭ ό/5/ύΦ ¢ƘŜ ǇǊƛƳŀǊȅ ŀƛƳ ƻŦ ǘƘƛǎ ǇŀǇŜǊ ƛǎ ǘƻ ǘƘƻǊƻǳƎƘƭȅ ŘŜǎŎǊƛōŜ ǘƘƛǎ ŘƛǎŎǊŜǇŀƴŎȅΣ ƻǊ ΨŘƛǎŀƎǊŜŜƛƴƎ ǿƛǘƘ ǘƘŜ ²Ihκ/5/ΩΦ ¦sing LSAC 3.0 
we investigate if any discrepancy is more likely when the children are young and if parents persistently disagree over time with the WHO/CD, 
or not. If time permits, we will develop statistical models to try and uncover the socioeconomic correlates that predict whether parents are 
in disagreement with the WHO/CDC classification. 
 
Thursday 7 July, 09.00 - 10.30  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 price elasticities of demand. 
Australia presents a rare exception, with most cinemas offering cheap Tuesday ticket prices. We exploit this feature to estimate a random 
coefficients discrete choice model of demand for the Sydney region in 2007. We harness an extensive set of film, cinema, and time-
dependent characteristics to build a rich demand system. Our results are consistent with a market expansion effect from the practice of 
discounted Tuesday tickets, and suggest that cinemas could profit from price dispersion by discounts based on observable characteristics. 
  
Fedor Iskhakov, University of Technology Sydney 
Extending endogenous grid method for solving discrete-continuous sequential decision problems 
 
!ōǎǘǊŀŎǘ ¢Ƙƛǎ ǇŀǇŜǊ ŜȄǘŜƴŘǎ /ŀǊǊƻƭƭϥǎ ώώ/ŀǊǊƻƭƭнллсϐ ά¢ƘŜ ƳŜǘƘƻŘ ƻŦ ŜƴŘƻƎŜƴƻǳǎ ƎǊƛŘǇƻƛƴǘǎ ŦƻǊ ǎƻƭǾƛƴƎ ŘȅƴŀƳƛŎ ǎǘƻŎƘŀǎǘƛŎ ƻǇǘƛmisation 
ǇǊƻōƭŜƳǎέΣ 9ŎƻƴƻƳƛŎ [ŜǘǘŜǊǎ фмόоύΥомн-320] endogenous grid method for models with simultaneous discrete and continuous choice. We 
propose a solution algorithm which both avoids costly root-finding operations with respect to continuous decision variable and replaces 
optimisation across discrete decisions with more efficient calculation of the upper envelope of a finite set of functions. Unlike previous 
literature we formulate the algorithm relying as little as possible on a particular model specification, and precisely define the class of 
dynamic stochastic optimal control problems it can be applied to. We illustrate our algorithm using discrete labour supply model with 
savings and borrowing constraint, and show that in comparison to the traditional brute force approach the proposed method runs at least an 
order of magnitude faster to deliver the same precision. The code is provided. 
  
Iqbal 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 typically unobserved. The 
estimation of price relatives for new and disappearing goods using hedonic imputation methods involves taking ratios of two hedonic models 
corresponding to two consecutive periods. This may lead to a situation where the omitted variable bias in one of the hedonic regressions 
offsets the other. This study finds that the single imputation hedonic method estimates inconsistent price relatives, while the double 
imputation method may produce consistent price relatives depending on the behavior of unobserved characteristics in the comparison 
periods. The study outlines a methodology to estimate the magnitude of bias in single and double imputation price relatives. The results of 
this study have implications with regard to the construction of quality adjusted indexes. 
 
Thursday 7 July, 09.00 - 10.30  Time Series Econometrics (Testing)  
 
Shuping Shi, The Australian National University 
Specification Sensitivities in Right-Tailed Unit Root Testing for Financial Bubbles 
 
Right-tailed unit root tests have proved promising for detecting exuberance in economic and financial activities. Like left-tailed tests, the 
limit theory and test performance are sensitive to the null hypothesis and the model specification used in parameter estimation. This paper 
aims to provide some empirical guidelines for the practical implementation of right-tailed unit root tests, focusing on the sup ADF test of 
Phillips, Wu and Yu (2011), which implements a right-tailed ADF test repeatedly on a sequence of forward sample recursions. We analyze 
and compare the limit theory of the sup ADF test under different hypotheses and model specifications. The size and power properties of the 
test under various scenarios are examined in simulations and some recommendations for empirical practice are given. An empirical 
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 Continuous-Time Models 
 
Testing for Granger causality has been mostly limited to discrete time vector ŀǳǘƻǊŜƎǊŜǎǎƛǾŜ ό±!wύ ƳƻŘŜƭǎ ƛƴ ŜŎƻƴƻƳƛŎǎ ŀƴŘ ΧƴŀƴŎe. 
Although nonparametric Granger causality was considered (e.g. Hiemstra and Jones, 1994) to weaken the effect of parametric model 
assumptions on the conclusion, the discrete nature of the time series input may distort the test result and lead to spurious Granger causality 
if the data generating process is in continuous time. To this end, Comte and Renault (1996) proposed a continuous time analog of the dis- 
crete ARMA model as a parametric platform to test causality, while Florens and Fougere (1996) discussed formal characterizations of 
Granger non-causality for more general classes of continuous time models. However, Granger causality test in continuous time has so far 
remained a theoretical interest and no prac- tical statistical test has been considered even in a parametric setup. In this paper, I introduce a 
nonparametric cross-correlation test for a bivariate system of stationary continuous time pure-jump stochastic processes and discuss 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 and a test for a common cointegration space (CCS) for Panels of Cointegrated VAR 
(PCVAR). It also proposes testing procedures for linear restrictions on the cointegration vectors of the panel. Asymptotic and empirical 
(bootstrap) distributions are derived. The issue of identification of the parameters in the cointegration vectors is discussed. The finite sample 
properties of the tests are investigated by means of Monte Carlo study. An application to modelling exchange rate exemplify the applicability 
of these tests. Much research has been aimed at testing for cointegration, and the cointegration rank in panels (Westerlund and Edgerton 
(2007) Pedroni (2004), Callot (2010)). Very little attention has been devoted to testing whether the cointegration vectors are homogeneous 
across units. Westerlund and Hess (2011) is an example of recent work in that domain, focusing on single cointegration relation. The 
hypothesis of homogeneity of the parameters is itself of inter- est: it conditions the relevance of pooling the data and reveals the differences 
in the dynamics of the units under scrutiny. One of the strength of the Cointegrated VAR (CVAR) model is the wide range of hypothesis that 
can be tested in the forms of parameter restrictions. Johansen (1995) shows that in the likelihood framework linear restrictions can be 
tested by likelihood ratio tests. Furthermore the is a very flexible framework to work on multivariate systems, though at the price of an 
heavy parametrization. This makes the CVAR a good model to test whether theoretical predictions are supported by the data or analyse 
where they fail to represent real-world observations. In this paper the CCS hypothesis will be tested as a linear restriction on the 
cointegration space of each unit of the panel. This framework can easily be used to test other types of linear restrictions on the cointegration 
space. This will also be discussed in this paper. Two important difficulties arise when working with panels. (1) Panels where the number of N 
is small relative to T can be estimated as a single model. However the number of parameters in in such a model grows quadratically with the 
number of individuals. This is often referred to as the curse of dimensionality. In order to estimates panels with large N and T, one has to 
control the number of parameters. (2) Many economical series exhibit common patterns across individuals. When ignored in the modelling 
of the panel, this common patterns translate in cross section dependence of the residuals, leading to biased inference. Pesaran (2006) for 
single equation models and Dees et al. (2005) for VAR propose a method to overcome the curse of dimensionality and model cross section 
dependence in order to obtain residuals uncorrelated through space and time. This method is based on the use of weighted cross section 
averages of the data to construct proxy for the unobserved common factors responsible for cross section dependence. Chudik and Pesaran 
(2009) shows that this proxying is robust to an unknown number of unobserved common factors, unit roots in the common factors and a 
mild degree of heterogeneity in the parameters. Gredenhoff and Jacobson (2001) show that p-values based on the asymptotic distribution of 
the test statistic are severely distorted in finite samples. The empirical rate of type 1 errors can be much higher than its nominal rate. They 
also show that using bootstrap based p-values greatly improves inference, bringing the sizes of the tests closer from their nominal values. 
Cavaliere et al. (2010) provide algorithm to bootstrap test for linear restrictions in the CVAR framework, and Callot (2010) extend their rank 
test to the panel case. To obtain better finite sample properties the tests discussed in this paper will use the bootstrap. Bootstrap algorithm 
and proofs of consistency of bootstrap procedures will be established. Unrestricted estimates of the cointegration matrix areƴΩǘ identified. 
When the rank of the system is greater than one, restrictions must be imposed on the parameters in order to obtain an identified system. I 
will derive the conditions for identification in the panel, allowing the computation of standard errors on the parameters of the cointegration 
space. In the rest of the paper I introduce the PCVAR model and show how it can be transformed in a set of independent individual models. I 
then introduce the CCS estimator and the associated test. Other inference procedures are then discussed. The finite sample performances of 
these procedures are investigated by Monte Carlo study. An empirical application on exchange rates is presented to show the potential use 
of these procedures. 
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Thursday 7 July, 09.00 - 10.30  Financial Econometrics  
 
Haotian Chen, Monash University 
A Density-based 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 random walk hypothesis 
(RWH) for time series of financial asset prices. Despite its popularity in testing for RWH in empirical studies, the distribution of the VR 
statistic under the null hypothesis (random walk) often involves a certain degree of approximation. Therefore, the size of the test is not 
accurate, and the power of the test is not reasonable enough. In this paper, we use the multiple testing procedure presented by King, Zhang 
and Akram (2010) to derive the density of the VR statistic under the null hypothesis through bootstrapping. The null hypothesis is rejected 
when the VR statistic falls in the low-density region according to the estimated density.  
Using the multivariate kernel density estimator proposed by Zhang, King and Hyndman (2006), we derive the critical value of the density of 
the VR statistic Monte Carlo simulations, where the critical value charaterises the low-density region. In order to evaluate the size- 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 first-order autoregressive model; and (iii) the long memory model. The proposed density-based VR test is compared with 
the simple multiple VR test of Chow and Denning (1993), the power-transformed VR test of Chen and Deo (2006), and the wild bootstrapping 
VR test of Kim (2006). It is shown analytically that the proposed test displays lower size distortion and higher power than its competitors. We 
apply the proposed VR test to examine the market efficiency of the Australian stock market. It is found that the random walk pattern exists 
in the Australian All Ordinaries index. References: Chen, W. W. and R. S. Deo (2006). The variance ratio statistic at large horizons. 
Econometric Theory 22, 206-234. Chow, K. V. and K. C. Denning (1993). A simple multiple variance ratio test. Journal of Econometrics 58, 385
-401. Kim, J. H. (2006). Wild bootstrapping variance ratio tests. Economics Letters 92, 38-43. King, M. L., X. Zhang, and M. Akram (2010). A 
new procedure for multiple testing of econometric models. Working paper, Department of Econometrics and Business Statistics, Monash 
University. Lo, A. W. and A. C., MacKinlay (1988). Stock market prices do not follow random walk: Evidence from a simple specification test. 
Review of Financial Studies 1, 41-66. Lo, A. W. and A. C., MacKinlay (1989). The size and power of the variance ratio test in finite samples: A 
Monte Carlo investigation. Journal of Econometrics 40, 203-238. Zhang, X., M. L. King, and R. J. Hyndman (2006). A Bayesian approach to 
bandwidth selection for multivariate kernel density estimation. Computational Statistics and Data Analysis 50, 3009-3031. 
 
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 with realized volatility 
measures. The proposed model can not only capture the so-called leverage effect but also accommodate the correlations among the noises 
from the realized volatility measures with the return and latent volatility processes. General closed form moment conditions are derived to 
examine the model properties and to evaluate the performance of various generalized method of moments estimation procedures under 
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 the Price-Dividend Ratio: Implications of Structural Breaks 
 
Previous studies have noted that the sharp run-up of stock prices during the 1990s resulted in a break in the mean of the price-dividend 
ratio. We have extended the state-space representation of the present value model to incorporate this break in the price-dividend ratio. Our 
extension enables us to consider explicitly which factor, between a decrease in expected stock returns and an increase in expected dividend 
growth rate, actually precipitated the break in the price-dividend ratio. Our results suggest that probably both a change in the average 
expected returns and a shift in the average expected dividend growth rate have caused the upward shift in the price-dividend ratio. 
Additionally, the estimated persistence of expected returns from our extended model is high, but lower than that from the model with no-
break; this warrants reconsideration of the persistence in the expected stock returns. Variance decompositions state that the variation in 
expected returns is the most important factor in understanding the variation in the price-dividend ratio and the variation in unexpected 
stock returns. Finally, our extended model substantially improves stock return predictability by virtue of the in-sample relation and the out-
of-sample relation as well. 
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Thursday 7 July, 09.00 - 10.30  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 these to their national 
context and policy challenges. Overviews of OECD accession countries (Estonia and the Russian Federation) and other BRIICS countries 
(Brazil, China, India, Indonesia and South Africa) were also included in the analysis. The analysis was conducted for the period up to 2008, 
although in many cases the latest available data were used (see Table 1.A1.1 in the Annex). A set of indicators are used to construct radar 
ƎǊŀǇƘǎΣ ŎƻƳǇŀǊƛƴƎ ŜŀŎƘ ŎƻǳƴǘǊȅΩǎ ƛƴƴƻǾŀǘƛƻƴ ǇŜǊŦƻǊƳŀƴŎŜ ǿƛǘƘ ǘƘŜ h9/5 ŀǾŜǊŀƎŜΦ ¢ƘŜ ǎǘŀƴŘŀǊŘ ǎǳƛǘŜ ƻŦ ƛƴŘƛŎŀǘƻǊǎ ƛƴŎƭǳŘŜǎΥ Lƴƴovation 
ƛƴǇǳǘǎΥ ωΨDǊƻǎǎ ŜȄǇŜƴŘƛǘǳǊŜ ƻƴ wϧ5 όD9w5ύ ŀǎ ŀ ǇŜǊŎŜƴǘŀƎŜ ƻŦ D5tΩ ωΨ.ǳǎƛƴŜǎǎ ŜƴǘŜǊǇǊƛǎŜ ŜȄǇŜƴŘƛǘǳǊŜ ƻƴ wϧ5 ό.9w5ύ ŀǎ ŀ ǇŜǊŎŜƴtage of 
D5tΩ ωΨ±ŜƴǘǳǊŜ ŎŀǇƛǘŀƭ ŀǎ ŀ ǇŜǊŎŜƴǘŀƎŜ ƻŦ D5tΩΦ LƴƴƻǾŀǘƛƻƴ ǳǘǇǳǘǎκƻǳǘŎƻƳŜǎΥ ωΨ¢ǊƛŀŘƛŎ ǇŀǘŜƴǘǎ ǇŜǊ Ƴƛƭƭƛƻƴ ƻŦ ǘƘŜ ǇƻǇǳƭŀǘƛƻƴΩ ωΨ{cientific 
ŀǊǘƛŎƭŜǎ ǇŜǊ Ƴƛƭƭƛƻƴ ƻŦ ǘƘŜ ǇƻǇǳƭŀǘƛƻƴΩ ωΨtŜǊŎŜƴǘŀƎŜ ƻŦ ŦƛǊƳǎ ǿƛǘƘ ƴŜǿ-to-ƳŀǊƪŜǘ ǇǊƻŘǳŎǘ ƛƴƴƻǾŀǘƛƻƴǎΩ ωΨtŜǊŎŜƴǘŀƎŜ ƻŦ ŦƛǊƳǎ ǳƴŘŜrtaking non-
ǘŜŎƘƴƻƭƻƎƛŎŀƭ ƛƴƴƻǾŀǘƛƻƴΩΦ [ƛƴƪŀƎŜǎ ŀƴŘ ƴŜǘǿƻǊƪǎΥ ωΨtŜǊŎŜƴǘŀƎŜ ƻŦ ƛƴƴƻǾŀǘƛǾŜ ŦƛǊƳǎ ŎƻƭƭŀōƻǊŀǘƛƴƎΩ ωΨtŀǘŜƴǘǎ ǿƛǘƘ ŦƻǊŜƛƎƴ Ŏƻ-
ƛƴǾŜƴǘƻǊǎΩ ωΨtŜǊŎŜƴǘŀƎŜ ƻŦ D9w5 ŦƛƴŀƴŎŜŘ ōȅ ŀōǊƻŀŘΩΦ IǳƳŀƴ ǊŜǎƻǳǊŎŜǎ ƛƴ ǎŎƛŜƴŎŜ ŀƴŘ ǘŜŎƘƴƻƭƻƎȅ όIw{¢ύ ωΨwŜǎŜŀǊŎƘŜǊǎ ǇŜǊ ǘƘƻǳǎand of 
ǘƻǘŀƭ ŜƳǇƭƻȅƳŜƴǘΩ ωΨ{ŎƛŜƴŎŜ ŀƴŘ ŜƴƎƛƴŜŜǊƛƴƎ ŘŜƎǊŜŜǎ ŀǎ ŀ ǇŜǊŎŜƴǘŀƎŜ ƻŦ ŀƭƭ ƴŜǿ ŘŜƎǊŜŜǎΩ ωΨIw{¢ ƻŎŎǳǇŀǘƛƻƴǎ ŀǎ ŀ ǇŜǊŎŜƴǘŀƎŜ ƻŦ total 
ŜƳǇƭƻȅƳŜƴǘΩΦ 9ŀŎƘ ǊŀŘŀǊ ƎǊŀǇƘ ƘƛƎƘƭƛƎƘǘǎ ǘƘŜ ǊŜƭŀǘƛǾŜ ǎǘǊŜƴƎǘƘǎ ŀƴŘ ǿŜŀƪƴŜǎǎŜǎ ŎƻƳǇŀǊŜŘ ǘƻ ǘƘŜ ǇŜǊŦƻǊƳŀƴŎŜ ƻŦ ƻǘƘŜǊ ŎƻǳƴǘǊƛŜǎ. The 
indicators used in the radar graphs were selected on the basis of current science and innovation policy issues in OECD and selected 
countries. They typically focus on research and innovation inputs, scientific and innovation outputs or outcomes, linkages and networksς
including international linkagesςand investment in human resources. For most countries, the standard suite of indicators is used. When data 
are not available, alternative indicators are applied. Table 1.A1.1 in the Annex provides a full list and description of the indicators, 
methodological notes and data sources. For each indicator in the radar graph, the OECD country with the maximum value is set at 100 (with 
a position on the outer ring of the radar), taking into account all OECD countries with available data. The average is calculated by taking into 
account all OECD countries with available data (non-OECD countries are excluded from the average). 
  
Ruey Yau, National Central University 
Country-Specific Idiosyncratic Risk and Global Equity Index Returns 
 
¢ƘŜ άƛŘƛƻǎȅƴŎǊŀǘƛŎ Ǿƻƭŀǘƛƭƛǘȅ ǇǳȊȊƭŜέ ŎƻƳŜǎ ŦǊƻƳ ǘƘŜ ŜƳǇƛǊƛŎŀƭ ŜǾƛŘŜƴŎŜ ǘƘŀǘ ǎǘƻŎƪǎ ǿƛǘƘ ƘƛƎƘŜǊ Ǉŀǎǘ ƛŘƛƻǎȅƴŎǊŀǘƛŎ Ǿƻƭŀǘƛƭƛǘƛes earn lower future 
returns. Studies have found that the puzzle can be explained by certain time-series properties of the firm-specific idiosyncratic risk. This 
puzzle, however, does not exist in the country-level market index data, which implies that the time-series properties of the country-specific 
idiosyncratic risk are different from those of the firm-specific idiosyncratic risk with a country. We find that the differences are first, lagged 
idiosyncratic volatility is a better proxy for expected idiosyncratic risk in the country-level data than in the firm-level data. Second, unlike the 
firm-specific idiosyncratic skewness, country-specific idiosyncratic skewness is not significant enough to play a role in determining index 
returns. 
  
Doug McLeod, RedSky Systems Corporation 
A neoclassical model of financial markets 
 
Here heterogeneous least squares learning using non-price data is substituted for fundamental analysis. Price emerges as the product of 
interlocking expectations, and the continual revision of expectations causes price to gravitate to the efficient point. Explicit results are 
derived for profits according to whether agents analyse price or data, which form the basis for further investigation of market economics. 
Price is not a single piece of information but a vector and operates analogously to a set of genes in biology. 
 
Thursday 7 July, 13.30 - 15.00  Microeconomics/Game Theory  
 
Randy Silvers, Deakin University 
Risk Aversion Versus Risk Neutrality with Limited Liability in a Principal-Agent Model with Moral Hazard and Project Selection 
  
In standard principal-agent models with moral hazard, the observable outcome is informative about the effort that the agent chose. The 
informativeness is related to the likelihood ratio of that outcome arising from a particular level of effort versus another level. When the 
likelihood ratios of the outcomes are monotone, a more high-powered incentive scheme induces the agent to exert a higher effort level. 
However, in models of project selection, if the incentive scheme is too high-powered, the agent may not exert effort but merely select a safe 
or a risky project, without exerting effort to obtain a signal about a potential risky project's quality. In order to induce the agent to exert 
effort, the principal must alter the incentive scheme. Unless the effects of the agent's risk aversion are of interest, many models in the 
literature consider the agent to be risk neutral with limited liability; this makes the model more tractable. We show that the qualitative 
conclusions in project-selection models with moral hazard are sensitive to the assumption of the agent's preferences toward risk. In 
particular, if the agent is assumed to be risk averse, then this altered incentive scheme may or may not induce the agent to overinvest; 
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 auctions. A queue of risk-neutral bidders in turn decide to whether 
enter an Internet auction, and participation is a costly activity. We construct a simple model of sequential and costly entry in a second price 
auction without and with a temporary buyout option. We show that offering the buyout option has a signaling effect, which would reveal the 
ŦƛǊǎǘ ōƛŘŘŜǊΩǎ ŜƴǘǊȅ ƛƴŦƻǊƳŀǘƛƻƴ ƳƻǊŜ ǇǊŜŎƛǎŜƭȅ ǘƻ ǎǳōǎŜǉǳŜƴǘ ōƛŘŘŜǊǎΦ /ƻƴŘƛǘƛƻƴŀƭ ƻƴ ǘƘŜ ƻǇǘƛƻƴ ōŜƛƴƎ ƴƻǘ ŜȄŜǊŎƛǎŜŘΣ ƻƴŜ ƳƻǊe bidder can 
enter. As the result, under certain conditions of entry cost and distribution function, it raises the expected revenue. Consistent with our 
ƳƻŘŜƭΩǎ ǇǊŜŘƛŎǘƛƻƴΣ ŜƳǇƛǊƛŎŀƭ ƻōǎŜǊǾŀǘƛƻƴǎ ŦǊƻƳ Ŝ.ŀȅ ǎƘƻǿ ǘƘŀǘ ŦƛǊǎǘƭȅΣ ƻƴ ŀǾŜǊŀƎŜ ǘƘŜ ŀǳŎǘƛƻƴǎ ǿƛǘƘ ŀ ǘŜƳǇƻǊŀǊȅ ōǳȅƻǳǘ ƻǇǘƛƻn create 
higher revenue to the seller. Secondly, conditional on the buyout option being not exercised, there is one more entry from potential bidders. 
  
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 prices that align their interests with those of their customers if 
ǇƻǎǎƛōƭŜΦ .ŀǎŜŘ ƻƴ ǇǊŜǾƛƻǳǎ ŜȄǇŜǊƛƳŜƴǘŀƭ ǊŜǎǳƭǘǎ ǿŜ ǇǊƻǇƻǎŜ ŀƴ ŀƭǘŜǊƴŀǘƛǾŜ ƳƻŘŜƭ ƛƴ ǿƘƛŎƘ έƎƻƻŘέ ŜȄǇŜǊǘǎ ŎƘƻƻǎŜ ǇǊƛŎŜǎ ǘƘŀǘ ǎignal their 
intentions; sophisticated own-ƳƻƴŜȅ ƳŀȄƛƳƛȊƛƴƎ ŜȄǇŜǊǘǎ όǘƘŜ έōŀŘέύ ƳƛƳƛŎ ǘƘŜ ƎƻƻŘ ƻƴŜǎΤ ŀƴŘ ƭŜǎǎ ǎƻǇƘƛǎǘƛŎŀǘŜŘ ƻǿƴ-money maximizing 
ŜȄǇŜǊǘǎ όǘƘŜ έƴŀƛǾŜέύ Ŧŀƭƭ ǾƛŎǘƛƳ ǘƻ ŀ ǇǊƻƧŜŎǘƛƻƴ ōƛŀǎΦ Lƴ ǘƘŜ ŦƻŎŀƭ Ǉƻƛƴǘ ǎƛƎƴŀƭƭƛƴƎ ŜǉǳƛƭƛōǊƛǳƳ ƻŦ ƻǳǊ ƳƻŘŜƭ ǇǊƛŎŜǎ Ŏƻƴǘŀƛƴ information about 
ǘƘŜ ǎŜƭƭŜǊΩǎ ǘȅǇŜΦ ²Ŝ ŘŜǊƛǾŜ ǎŜǾŜǊŀƭ ǘŜǎǘŀōƭŜ ƛƳǇƭƛŎŀǘƛƻƴǎ ŀƴŘ ǘŜǎǘ ǘƘƻǎŜ ƛƳǇƭƛŎŀǘƛƻƴǎ ǳǎƛƴƎ ŜȄǇŜǊƛƳŜƴǘŀƭ ŘŀǘŀΦ h[{Σ ǎŀƳǇƭŜ ǎelection and 
ŦƛȄŜŘ ŜŦŦŜŎǘǎ ǊŜƎǊŜǎǎƛƻƴǎ ŎƻƴŦƛǊƳ ŜŀŎƘ ƻŦ ǘƘŜ ƳƻŘŜƭΩǎ ǇǊŜŘƛŎǘƛƻƴǎ ŀƴŘ ŎƭŜŀǊƭȅ ǎƘƻǿ ǘƘŀǘ ǘƘŜ ŘƛǊŜŎǘƛƻƴ ƻŦ Ŏŀǳǎŀƭƛǘȅ ƛǎ ǘƘŀǘ Ǝƻod types choose 
fair prices, and not that fair prices induce good behavior. We discuss policy implications. 
 
Thursday 7 July, 13.30 - 15.00  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 Correlation model proposed in Da Fonseca et al. (2007b) which 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 (1996). In the spirit of 
Gourieroux et al. (2009) we use a two-step procedure to estimate the WASC model. More precisely, using high frequency data on actively 
traded stocks we compute realized (co)variances that are used to estimate the Wishart process. The first step involves the estimation of the 
drift of the diffusion whereas thanks to the affine property of the model the volatility of the diffusion is estimated using the square of the 
process. Most importantly, the estimation procedure only involves simple optimization algorithms (simple ordinary least squares) that do 
not depend on a starting point. This aspect is of interest because as the size of the model increases the number of parameters to be 
estimated increases therefore it is essential to keep the optimization problem as simple as possible. Using a sample of US stocks from 2004-
2007 we estimate the WASC model. We find results qualitatively similar to those obtained on daily data in Da Fonseca et al.(2007a). The 
dynamics of the covariance matrix exhibits a mean reverting behavior. The dynamics of each volatility process is similar to a perturbed 
square root process. When the model parameters are conveniently aggregated we can roughly map the volatility dynamics into a square 
root process, this confirms the interpretation developed in Da Fonseca et al. (2007a) and Da Fonseca and Grasselli (2010). Furthermore, we 
can compare estimated values obtained using high frequency data for the stocks, daily data for the stocks as in Da Fonseca et al. (2007a) and 
derivative products as in Da Fonseca and Grasselli (2010). It raises the problem on how to use high frequency data in order to price 
structured products when derivatives are not available to calibrate the model. Taking advantage of our large sample size we estimate the 
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 variables using medium and large datasets (from 10 to 40 variables). As an 
alternative to the standard VAR and AR models, we propose the use of Vector Autoregressive Moving Average (VARMA) models. We 
overcome the estimation issue that usually arises in high dimensional VARMA models by adopting the Iterative Least Squares (IOLS) 
methodology as a feasible estimation procedure. We establish consistency and the asymptotic distribution for the IOLS estimator 
considering ARMA(1,1) model. We report results from Monte Carlo simulations assessing performance and forecast accuracy obtained from 
the IOLS estimator. In the former one, we show IOLS estimator is consistent and feasible for large systems and it performs better than 
Maximum Likelihood estimator (MLE), whereas in the latter one, we report an outstanding performance of VARMA models compared with 
VAR and AR(1) models under different sample and system size. On empirical application, we show that different specifications of VARMA 
models estimated using IOLS framework provide more accurate forecasts than VAR and AR(1) models considering different model 
dimensions. We conclude that the IOLS framework allows VARMA models to become a valid and competitive alternative for forecasting key 
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 Fast Mean-reverting Stochastic Volatility Processe 
 
In general we can do more precise inferences with additional data because consistent estimators generally have monotonically decreasing 
bias and variance. In time-series analysis, theoretically, we can reduce the inference error as much as needed by increasing sampling 
frequency. However, it is common in financial data analysis to choose somewhat moderate sampling frequency because there is market 
microstructure noise in ultra high frequency data. Without market microstructure noise, the estimation error, typically, decreases as the 
sampling frequency increases. This paper, however, present an example where this intuition is violated : the cases that the standardized bias 
can increase when we choose higher frequency, even without market microstructure noise. The bipower variation has nonmonotonic 
standardized bias in some stochastic volatility processes if the volatility processes have large mean-reverting drifts as well as large diffusions. 
In those cases, some commonly used moderate frequency data suffer from larger absolute standardized bias than other lower and higher 
frequency data. This nonmonotonic standardized bias of bipower variation can bring a hump shape rejection probability of tests for jumps 
based on the bipower variation. Our results are confirmed by several Monte Carlo simulations and numerical experiments. 
 
Thursday 7 July, 13.30 - 15.00  Public Economics/Microeconomic Policy  
 
Guannan Luo, Northwestern University 
Welfare Analysis of British Right-to-Buy Scheme Council Housing Policy in 1980 
  
This paper investigates the social welfare change of British right-to-buy scheme council housing policy in 1980 -- selling the council house to 
its tenant. The council housing helps low income families with accommodation. A council-house sale generates a trade-off between current 
capital gain and future public benefit loss. On one hand, the sale collects some government revenues, reduces the house maintaining cost, 
and increases the buyer's utility through home-ownership. On the other hand, since council houses are becoming more difficult to replace 
due to limited land supply, the sale decreases current and future available-for-rent council houses for potential tenants in poverty. The 
results show that the council housing buyers are more likely to receive a temporary rather than permanent negative income shock, so the 
right-to-buy scheme actually benefits wealthier people instead of the poor who need help. Lack of resale restrictions worsens this incentive 
problem. At the end of this paper, an econometric welfare reform method that evaluates the intended right-to-buy buyer's qualification is 
introduced to solve the problem. 
 
Jennifer Steele, University of Auckland 
Fundraising and the tradeoff between efficiency and efficacy in NGOs 
 
Non-Governmental Organizations (NGOs) must decide on both the extent of fundraising for future projects and the level of effort they put 
forward on current projects. In the literature fundraising is characterized as a "potential source of inefficiency" (Aldashev and Verdier 2010) 
and is determined by exogenous factors like competition in the market (Rose-Ackerman 1982, Castaneda et al. 2008). In this paper I model 
an NGO's choice between fundraising level and effort level under asymmetric information. I find that asymmetric information increases 
fundraising levels, as fundraising acts as a signal of productivity. In line with the empirical results found in Nunnenkamp and Ohler 2010, I 
find that larger NGOs spend an increasing share on fundraising. In the literature efficiency is characterized as decreasing in the share of 
revenue spent on overhead, but I find that with respect to fundraising there may in fact be a positive relationship between efficacy and 
fundraising share. This suggests that efficiency is not a good measure of the efficacy of funds, and it may be counter productive to impose 
restrictions on maximum shares. 
  
Lee Yoong Hon, University of Nottingham in Malaysia 
aŀƭŀȅǎƛŀΩǎ ¢ŜƭŜŎƻƳƳǳƴƛŎŀǘƛƻƴǎ {ŜŎǘƻǊΥ !ƴ 9ŦŦƛŎƛŜƴŎȅ ŀƴŘ tǊƻŘǳŎǘƛǾƛǘȅ !ƴŀƭȅǎƛǎ 
 
The telecommunication sector in Malaysia has grown significantly over the last few decades. Regulatory reforms and market liberalization 
have contributed to greater competition and structural reforms in this dynamic industry. As such, it is of no surprise that the incumbent 
national telecommunication company, Telekom Malaysia (TM) also underwent massive changes that included changes in ownership and 
business portfolios. In terms of its economic and business performance, this paper found efficiency gains and superior cost management in 
ǘƘŜ ŎŀǎŜ ƻŦ ǘƘŜ ƴŀǘƛƻƴŀƭ ǘŜƭŜŎƻƳƳǳƴƛŎŀǘƛƻƴ ŎƻƳǇŀƴȅΩǎ Ǉƻǎǘ-privatization years. In addition, the company also recorded higher labour 
productivity and improved service quality 
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Thursday 7 July, 13.30 - 15.00  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 levels. Studies which 
attempt to estimate the global income distribution talking into account both within-country and between-country inequality typically utilize 
data provided in aggregated form by either the World Institute for Development Economics Research (WIDER) or the World Bank. See, for 
example, Milanovic (2002) and Chotikapanich et al. (2011). Using a method-of-moments estimator, Chotikapanich et al estimate a 3-
parameter beta distribution (B2 distribution) for each of 91 countries and combine them via a population-weighted mixture to obtain global 
income distributions for the years 1993 and 2001. Given aggregate data grouped into classes, with class sample proportions and class mean 
incomes , the estimation problem is to estimate the parameters of an income distribution , as well as the class limits . Relevant moment 
conditions for this estimation problem are and with and . The value of varies, but is usually 10 for the WIDER data and up to 20 for the World 
Bank data. While the method-of-moments methodology employed by Chotikapanich et al was a successful curve-fitting exercise, it was not a 
complete procedure for inference. It did not use the optimal weight matrix that leads to an efficient GMM estimator, and, in the absence of 
an estimator covariance matrix, no standard errors were provided. These deficiencies are remedied in the current paper in the context of the 
more general 4-parameter generalized beta 2 distribution (GB2 distribution) where and is the beta function. We derive the optimal GMM 
weight matrix and the derivatives necessary to compute the covariance matrix of the GMM estimator. Expressions are given for three 
important special cases: the Dagum , Singh-Maddala , and B2 distributions. The methodology is applied to a sample of 12 countries. In 
addition to the parameter estimates and their standard errors, we report estimates and standard errors for the Gini and Theil inequality 
indices, and confidence bounds on the estimated density and distribution functions. A regional income distribution, defined as a mixture of 
the country-level GB2 distributions and its confidence bounds are also provided. Regional Gini and Theil inequality measures and their 
ǎǘŀƴŘŀǊŘ ŜǊǊƻǊǎ ŀǊŜ ǊŜǇƻǊǘŜŘΦ /ƘƻǘƛƪŀǇŀƴƛŎƘΣ 5ΦΣ ²Φ 9Φ DǊƛŦŦƛǘƘǎΣ 5Φ {Φ tǊŀǎŀŘŀ wŀƻΣ ŀƴŘ ±Φ ±ŀƭŜƴŎƛŀ όнлммύΣ άDƭƻōŀƭ LƴŎƻƳŜ 5istributions and 
Inequality, 1993 and 2000: Incorporating Country-[ŜǾŜƭ LƴŜǉǳŀƭƛǘȅ aƻŘŜƭƭŜŘ ǿƛǘƘ .Ŝǘŀ 5ƛǎǘǊƛōǳǘƛƻƴǎέΣ wŜǾƛŜǿ ƻŦ 9ŎƻƴƻƳƛŎǎ ŀƴŘ {ǘŀtistics, in 
ǇǊŜǎǎΦ aƛƭŀƴƻǾƛŎΣ .Φ όнллнύΣ ά¢ǊǳŜ ²ƻǊƭŘ LƴŎƻƳŜ 5ƛǎǘǊƛōǳǘƛƻƴΣ мфуу ŀƴŘ мффоΥ CƛǊǎǘ /ŀƭŎǳƭŀǘƛƻƴǎ .ŀǎŜŘ ƻƴ IƻǳǎŜƘƻƭŘ {ǳǊǾŜȅǎ !ƭoneέΣ ¢ƘŜ 
Economic Journal, 112, 51-92. 
  
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 industry, which occurred 
ǇǊƻƎǊŜǎǎƛǾŜƭȅ ŦǊƻƳ ǘƘŜ ƭŀǘŜ мфулΩǎ ǘƻ ǘƘŜ ƳƛŘ мффлΩǎΣ ƘŀŘ ŀ ƳŀƧƻǊ ŀƴŘ ƭŀǎǘƛƴƎ ŜŦŦŜŎǘ ƻƴ ƛƴŎƻƳŜ ŘƛǎǘǊƛōǳǘƛƻƴ ƛƴ ǘƘŜ ǊŜƎƛƻƴΦ ¢Ƙis paper aims at 
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 data. However, 
Australian unit record income data is unavailable for regions whose population is below 124,000. The Latrobe Valley with a population of less 
than 80,000 is an example. In order to undertake a study of income in such regions, either simulated data or aggregated census data must be 
used, and differences in the way data was collected and processed for different census years must be reconciled. The National Centre for 
Social and Economic Modelling (NATSEM) has a highly developed microsimulation program to supply simulated data for small regions in 
Australia. See for example, Miranti et al (2009). However, because the point of our study is the effect of particular localised shocks 
influencing the Latrobe Valley economy, it is important to use data specific to the region. Even if there was a possibility of using NATSEM 
microsimulation data corresponding to a 20-year period, the assumptions required for the use of such data may not apply because unusual 
events may alter the correlations between income and certain household characteristics. We use aggregated data from five censuses in 
order to study the income distribution of Latrobe Valley households over a 20-year period from 1986 to 2006, covering the period of 
privatisation shocks and subsequent recovery. There are three important problems with the data that we have to address. The first one 
concerns the method of combining households of different composition into a single distribution. We suggest an alternative method of 
combining equivalised household incomes in a region to obtain a reasonably detailed single distribution for all households in the region. The 
second issue concerns the high income tail of the distributions. The amount of information collected in the high income tail differs markedly 
between censuses. The highest household income class is an open-ended interval whose lower bound varies by a factor of more than two in 
real terms. This issue is an important one. When the open-ended class begins at a low income level, in some cases as much as 6% of the 
nonmetropolitan distribution can be in the highest class. However, in 1991 and 2006, only approximately 0.3 and 0.6% respectively of the 
distribution is in the highest class. We assume that the shape of the high income tail does not change over adjacent census years and impute 
the shape of the tails for those years where we have less information using those for 1991 and 2006. The final issue relates to the fact that 
household census data is derived from categorical individual income data. The particular choices of household and individual income classes 
and the mapping between them will in general lead to some distortion in the household income distribution. We make some adjustment to 
minimise this distortion. We also analyse the income distributions for different family types. For comparison, the analysis was also done 
relative to another regional centre with similar characteristics (Ballarat), and to non-metropolitan Victoria as a whole. We find that income 
levels in the Latrobe Valley initially dropped from levels close to those in Melbourne, to levels well below other nonmetropolitan areas. By 
2006, they had partially recovered, reaching the level of other nonmetropolitan centres. However, the lower quintiles of the income 
distribution have continued substantially below the rest of the state. In particular, one parent families, which did not share in the relative 
wealth of the Latrobe Valley before privatisation, have continued to lag well behind other parts of the state. Correspondingly, inequality 
measures have risen in the Latrobe Valley relative to other locations. Miranti, R., Cassells, R., Vidyattama, Y., McNamara, J. 2ллфΣ ΨLƴŜǉǳŀƭƛǘȅ 
ƛƴ !ǳǎǘǊŀƭƛŀΥ 5ƻŜǎ ǊŜƎƛƻƴ ƳŀǘǘŜǊΚΩ ǇŀǇŜǊ ǇǊŜǎŜƴǘŜŘ ŀǘ ǘƘŜ ǎŜŎƻƴŘ LƴǘŜǊƴŀǘƛƻƴŀƭ aƛŎǊƻǎƛƳǳƭŀǘƛƻƴ !ǎǎƻŎƛŀǘƛƻƴ ŎƻƴŦŜǊŜƴŎŜΣ hǘǘŀǿŀ, Canada, 
June 8 ς 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 of the paper is three-
fold. First, it estimates measures of multifactor productivity for each of the states and territories. Second, it employs a new data set on public 
infrastructure. Third, the paper applies detailed econometric investigations in an attempt to readdress the crucial econometric shortcomings 
of earlier studies. The analysis presented here is designed to investigate two widely-debated questions. First, whether aggregate time-series 
analysis is incapable of capturing infrastructure spillovers to productivity and, consequently, results in incredibly high estimates of 
infrastructure elasticity. Second, whether state-specific characteristics exhibit a significant role in explaining effects on productivity. To 
answer the first question, the study applies time-series regressions on both a national and state-by-state basis. Results from this approach 
confirm the implausibly large effect of infrastructure for the whole economy and four states. To examine the second issue, the paper 
develops a panel cointegration model which controls for state fixed effects. In sharp contrast with findings from aggregate time-series, 
results from the fixed effects approach are more plausible and robust to sensitivity tests. In another piece of evidence, estimation of an error
-correction model reveals that a long-run identification and modelling of the relationship (i.e. a cointegration) reflects the important positive 
role of infrastructure on productivity. However, short-run dynamics provide no support for a positive effect which explains why earlier 
studies which employed differenced data found infrastructure has no discernible effect on productivity. In addition, applying a causality test 
suggests a long-run unidirectional causality running from public infrastructure to productivity. 
 
Thursday 7 July, 13.30 - 15.00  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 macroeconomics. 
Often, these equations are linearized, particularly when applied to micro data. Linearization allows the use of standard IV or GMM methods 
to deal with measurement error, which is endemic to survey data. However, it has recently been argued that the approximation bias induced 
by linearization may be worse than the problems that linearization is intended to solve. This paper explores this issue in the context of 
consumption Euler equations. These equations form the basis of estimates of key macroeconomic parameters: the elasticity of intertemporal 
substitution (EIS) and relative prudence. We show that the severity of the approximation bias induced by log-linearization of an Euler 
equation is strongly related to the concavity of the underlying policy rules. To do this, we (i) numerically solve and simulate 6 different life-
cycle models, (ii) develop a simple non-parametric statistic to summarize the effective curvature of the consumption function (iii) show that 
the validity and relevance of conventional instruments depend on the degree of the effective curvature. We also highlight an important 
trade-off between instrument validity and relevance. Higher-order approximations minimize validity problems but exacerbate weak 
instrument problems. 
  
Douglas Hodgson, UQAM 
Dimension reduction and model averaging for estimation of artists' age-valuation profiles 
  
In hedonic regression models of the valuation of works of art, the age at which an artist produces a particular work, or an indicator variable 
for periods in his or her artistic career, is often found to have highly significant predictive value. Most existing results are based on 
regressions that pool large groups of painters. Although it is of interest to estimate such regressions for individual artists, the sample sizes 
are often inadequate for a model that would also include the large number of other relevant variables. We address this problem of 
inadequate degrees of freedom in individual artist regressions by using two statistical methods (model averaging and dimension reduction) 
to incorporate information from a potentially large number of predictor variables, allowing us to work with relatively small samples. We find 
that individual age-valuation profiles can differ substantially from general pooled profiles, suggesting that methods that are more responsive 
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 suggests the estimates are 
adversely affected by the inability to account for the cross sectional dynamics. Let $X_{t}$ be a $N$-dimensional vector of stationary 
variables observed at time $t=1,\cdots,T$ such that $X_{t}=\Lambda F_{t}+\epsilon_{t}$, where the common factors $F_{t}$ and their 
loadings $\Lambda$ are unobserved. A factor structure is approximate when the idiosyncratic errors $\epsilon_{t}$ are weakly correlated 
across the variables. Principal components analysis (PCA) provides consistent estimation of the factor structure and efficiency can be 
achieved using robust econometric tools such as generalized PCA and quasi maximum likelihood. However when $N>T$, the sample 
covariance matrix is singular and accounting for cross-sectional dynamics is challenging without imposing a structure on these dynamics. 
Instead we use the approximate structure assumption of bounded $\frac{1}{N}\sum_{i=1}^{N}\sum_{j=1}^{N}|E(\epsilon_{it}\epsilon_{jt})|$, 
as a constraint in the PCA framework. Our penalized PCA can be interpreted as a shrinkage regression where the off diagonal elements of the 
covariance matrix are shrunk towards zero as $N$ grows large. We show that our estimators are consistent and more efficient that PCA. 
Furthermore, simulation experiments show that our approach compares well with other alternatives that make use of a known covariance 
structure. 
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Thursday 7 July, 13.30 - 15.00  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 financial assets for 
publicly traded industrial firms in Japan, focusing on differences between the Japanese crisis in early 1990s and non-crisis periods. In contrast 
to prior literature, we identify a potential beneficial effect of lending by state owned banks on employment during the crisis. The incremental 
effect of state owned bank lending during the crisis is highest for high distress risk firms. While we find that lending by state owned banks is 
associated with higher real investment, we also find evidence of risk shifting in that firms receiving loans from state owned banks have 
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 choose between a bank 
account, a growth account and a 50:50 account. Using nine standard formats for investment risk, we analyze responses to risk per se and to 
format changes. Switching between formats changes individuals' investment decisions, given constant risk and return. Choices made under 
graphical and textual presentations contrast markedly, as do choices based on formats that emphasize event frequencies rather than return 
ranges or values at risk. Less numerate individuals tend to be more susceptible to format changes, but higher-than-average personal financial 
competence does not eliminate presentation effects. Respondents with weak basic financial literacy are less sensitive to changes in 
underlying risk, regardless of presentation format. Variations in demographics and expectations can impact account choice probabilities at 
least as much as variation in the risk/return trade-off. Policy-makers and industry need to coordinate over financial product disclosures 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 regions, including Australia, 
Canada, Europe and the USA. Four risk metrics are considered including Value at Risk (VaR), Conditional Value at Risk (CVaR, which measures 
risk beyond VaR), Probability of Default (PD) using Merton structural methodology, and Conditional Probability of Default (CPD, ǘƘŜ ŀǳǘƘƻǊΩǎ 
own model which measures risk based on extreme asset value fluctuations). Daily equity and asset value fluctuations are included in the 
analysis over a 10 year time frame, including pre-GFC and GFC periods. In addition to examining size in isolation as a determinant of bank 
risk, the paper uses fixed effects panel data regression to examine the significance of size as a risk determinant in conjunction with a range of 
other independent variables. The study finds mixed results among the four regions with no conclusive evidence of significant association 
between size and risk. We are thankful to the Australian Research Council and Edith Cowan University for funding support. 
 
Thursday 7 July, 13.30 - 15.00  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 among macroeconomic 
variables. Their generality, however, comes at the cost of being very densely parameterized. As a result, the estimation of VARs tends to 
deliver good in-sample fit, but unstable inference and inaccurate out-of-sample forecasts, particularly when the model includes many 
variables. A potential solution to this problem is combining the richly parameterized unrestricted model with parsimonious priors, which 
help controlling estimation uncertainty. Unfortunately, however, the issue of how to optimally set the weight of the prior relative to the 
likelihood information is largely unexplored. In this paper, we propose a simple and theoretically founded methodology for prior selection in 
Bayesian VARs (BVARs). Our recommendation is to select priors using the marginal data density (i.e. the likelihood function integrated over 
the model parameters), which only depends on the hyperparameters that characterize the relative weight of the prior model and the 
information in the data. We show that the out-of-sample forecasting accuracy of our model not only is superior to that of VARs with °at 
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 restrictions solve the parametric 
identification problem present in structural systems but leaves the model identification problem unresolved. A market and a macro model 
are used to illustrate these points. Suggestions have been made on how to find a unique model. These are reviewed. An analysis is provided 
of whether one can recover the true impulse responses and what difficulties might arise when one wishes to use the impulse responses 
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. This paper develops a framework 
for detecting recessions and shows howit can be applied to evaluate the capacity of models to forecast recessions. The framework comprises 
two indicator functions that define the beginning and end of recessions together with a recursive equation that generates the binary 
business cycles states S{t}. By choosing the indicator function one specifies how turning points are related to measures of economic activity y
{t}. The user can also specify model(s) that specify the DGP of {y{t},x{t}} in terms of the history of {y{t-i},x{t-i},S{t-i}}. 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 extension is provided that 
can deal with 'great recessions' and 'great depressions' and issues related to 'double dips'. The system described above is applied to study 
the US business cycle. One application looks at the capacity of an AR(1) in growth rates of GDP to correctly predict the state of the business 
cycle. A second application investigates how capacity to predict S_{t} varies with the information set used in prediction. The third application 
is to understand the correct way to predict recessions using Markov switching models and to compare the quantitative importance of this 
correct method with the incorrect method that is currently used when Markov switching methods are used to predict recessions. The fourth 
application is to evaluate what Markov switching models add to prediction over a simple AR(1) in growth rates of GDP. 
 
Thursday 7 July, 15.30 - 17.00  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 which each player in each round is simultaneously a 
proposer in one game and a responder in another. The structure eliminates the asymmetry between the two roles. In our game any offer is 
perfectly fair if all players make the same offer in a given round. We observe that (i) a norm of behavior develops during the course of the 
game, and (ii) players conform to the norm increasingly as successive rounds are played. Further, in one treatment where information about 
average offers are disseminated regularly, convergence happens more quickly. Next, (iii) we move small numbers of players between groups 
that develop significantly different norms, and find that these individuals readily conform to the norms of their new groups. Again, this 
happens more readily in the treatment where information about average offers is communicated regularly to the players. We conclude that 
conforming to group norms is natural behavior, and people are willing and able to adapt to new norms when they perceive that their peers 
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. For the recruitment of 
homogeneous and mixed cultural groups we employ a pre-experimental questionnaire that also provides information on trusting attitudes. 
First results indicate that cultural differences in trust are small, both for what is reported in the questionnaire and for the decisions in the 
experiment. This suggests that migrants differ from people in their home country and that a separate analysis of this group provides a better 
picture than projecting characteristics of their cultural group on them. In our experimental game, Asians receive higher wages then 
Australians, however, their wages are actually lower once controlling to effort levels invested. Our results hence provide information 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 
 
²Ŝ Ǉǳǘ ŦƻǊǿŀǊŘ ŀ ƴŜǿ ŜȄǇŜǊƛƳŜƴǘŀƭ ŜŎƻƴƻƳƛŎǎ ŘŜǎƛƎƴ ǿƛǘƘ ƳƻƴŜǘŀǊȅ ƛƴŎŜƴǘƛǾŜǎ ǘƻ ŜǎǘƛƳŀǘŜ ǇŜƻǇƭŜΩǎ ǇŜǊŎŜǇǘƛƻƴǎ ƻŦ ŘƛǎŎǊƛƳƛƴŀǘƛƻn in a 
ǾŀǊƛŜǘȅ ƻŦ ŎƻƴǘŜȄǘǎΦ ²Ŝ ŀǇǇƭȅ ǘƘŜ ŘŜǎƛƎƴ ǘƻ ŜǎǘƛƳŀǘŜ ǎǘǳŘŜƴǘǎΩ ǇŜǊŎŜǇǘƛƻƴǎ ƻŦ ǘŜŀŎƘŜǊǎΥ {ǘǳŘŜƴǘǎ ǿŜǊŜ ƎƛǾŜƴ ŀƴ ŜƴŘƻǿƳŜƴǘ ǘƻ ōet on their 
own performance on a written verbal test, either when assessed non anonymously by their teacher, in a random half of the classrooms, or 
when assessed anonymously by an external examiner. 1,200 British students in grade 8 classrooms across 29 schools took part. Female 
students invested more when assessed by a male teacher, and male students invested less when assessed by a female teacher. Interestingly, 
ŦŜƳŀƭŜ ǎǘǳŘŜƴǘǎΩ ǇŜǊŎŜǇǘƛƻƴǎ ŀǊŜ ƴƻǘ ƛƴ ƭƛƴŜ ǿƛǘƘ ŀŎǘǳŀƭ ŘƛǎŎǊƛƳƛƴŀǘƛƻƴΥ ¢ŜŀŎƘŜǊǎ ǘŜƴŘ ǘƻ ƎƛǾŜ ōŜǘǘŜǊ ƎǊŀŘŜǎ ǘƻ ǎǘǳŘŜƴǘǎ ƻŦ ǘheir own gender. 
Ethnicity and socioeconomic status did not play a role and do not explain the gender effect. 
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Thursday 7 July, 15.30 - 17.00  Macroeconomics (Fiscal Policy and Interest Rate)  
 
Guglielmo Maria Caporale, Brunel University 
INFLATION AND INFLATION UNCERTAINTY IN THE EURO AREA 
 
This paper estimates a time-varying AR-GARCH model of inflation producing measures of inflation uncertainty for the euro area, and 
investigates their linkages in a VAR framework, also allowing for the possible impact of the policy regime change associated with the start of 
EMU in 1999. The main findings are as follows. Steady-state inflation and inflation uncertainty have declined steadily since the inception of 
EMU, whilst short-run 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 lower long-run uncertainty. It also appears that 
the direction of causality has been reversed, and that in the euro period the Friedman-Ball link is empirically supported, consistently with the 
idea that the ECB can achieve lower inflation uncertainty by lowering the inflation rate. JEL Classification: E31, E52, C22 Keywords: Inflation, 
Inflation Uncertainty, Time-Varying Parameters, GARCH Models, ECB, EMU *Corresponding author. Centre for Empirical Finance, Brunel 
University, West London, UB8 3PH, United KingdoEmail: Guglielmo-Maria.Caporale@brunel.ac.uk The launch of EMU in 1999 changed 
significantly the European macroeconomic environment and the way agents formulate their expectations. The introduction of the euro, the 
transfer r of monetary policy from domestic authorities to the European Central Bank (henceforth ECB) and the almost complete elimination 
of residual barriers to financial and economic integration were all part of this process. Inflation and inflation expectations are among the 
variables which most likely were affected by this change, for three main reasons. First, the Maastricht Treaty established a new institution, 
the ECB, with the task of ensuring price stability for the euro area as a whole. Second, the ECB adopted a new monetary strategy, , i.e. the 
two-pillar framework, and a set of new instruments. Third, new monetary policy transmission channels emerged while others disappeared 
(e.g. idiosyncratic exchange rate adjustment). This paper focuses on the relationship between inflation and inflation uncertainty in the euro 
area. Surprisingly, studies of this type are distinctly rare. Most of them are either based on survey data (see, e.g., Giordani and Söderlind, 
2003, and Arnold and Lemmen, 2008) or adopt a country-by-country approach (see Fountas et al. 2004, and Apergis, 2004). The present 
study contributes to this area of the literature by estimating a time-varying AR-GARCH model of inflation for the euro area as a whole with 
the aim of producing measures of inflation uncertainty and investigating the linkages between these two variables m in a VAR framework, 
also allowing for the possible impact of the policy regime change associated with the start of EMU. In contrast to most existing studies, our 
analysis distinguishes between short-run and steady-state uncertainty. The former includes both structural uncertainty (associated with the 
randomness in the time-varying parameters of the inflation process which might result, for instance, from economic agents adapting to a 
new economic environment) and impulse uncertainty, which reflects exogenous shocks to the system. Both types of short-run uncertainty 
affect forecast errors. Steady-state uncertainty instead reflects uncertainty when variables are at their steady state levels and there are no 
shocks to the system. are shut off. As emphasised by Evans (1991), uncertainty is not the same as variability. If agents have very little 
information about inflation, they may view the future as highly uncertain even though the econometrician observes little ex post volatility. 
Conversely, there may be very little uncertainty associated with a large change in actual inflation because agents have a good deal of 
information in advance. The need to distinguish between different types of uncertainty is motivated by economic theory suggesting that 
economic agents take two types of decisions: intra-temporal and intertemporal ones. The former are more likely to be affected by the 
conditional variance of short-run movements in inflation, as shown by Lucas (1973) with respect to production and by Deaton (1977) for with 
respect to consumption. The latter instead might be influenced by long-run inflation uncertainty through its impact on interest rates, risk 
premia and debt maturity as suggested by Klein (1975) amongst others. The econometric framework we use to identify the different types of 
uncertainty is similar to that originally proposed by Evans (1991) and recently used by Berument et al. (2005) and Caporale and Kontonikas 
(2009), which and consists of two steps. First, an AR-GARCH model with time-varying parameters is estimated to generate different 
measures of inflation uncertainty based on lagged values of inflation only. The use of the Kalman filter at this stage of the analysis is 
consistent with agents forming expectations using available information efficiently. In the second step, taking these expectations and the 
related measures of uncertainty as given, the relationship between inflation and inflation uncertainty is tested in a univariate framework. 
The main advantage of this procedure is that in the first step we put ourselves in the position of economic agents formulating expectations 
within the model. In the second step we adopt the point of view of an external observer using the most appropriate framework to analyse 
empirically analyse the interaction between the variables of interest. A potential shortcoming is that one of the two variables used in step 
two is a generated regressor and therefore a stochastic variable. This may reduce the efficiency of the estimation. We extend this framework 
along two directions. First, we consider other variables, besides lagged inflation values, which are likely to affect inflation expectations. The 
set of new variables includes: the unemployment rate, a measure of the output gap, the rate of change of M3, nominal short- and long-term 
interest rates, , the interest rate differential, and the nominal effective exchange rate. Second, we analyse the relationship between actual 
inflation and inflation uncertainty in a multivariate context, better suited to deal with the possibility of reverse causality. The choice of 
focusing on euro area inflation measured as the month-on-month rate of change of the Harmonised Index of Consumer Prices (HICP) reflects 
the ECB mandate to achieve aggregate price stability in the euro area and the absence of instruments to fine-tune monetary policy 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 stochastic ability-to-pay model of 
sovereign default in which risk-ƴŜǳǘǊŀƭ ƛƴǾŜǎǘƻǊǎ ƭŜƴŘ ǘƻ ŀ ƎƻǾŜǊƴƳŜƴǘ ǘƘŀǘ ŘƛǎǇƭŀȅǎ άŦƛǎŎŀƭ ŦŀǘƛƎǳŜΣέ ōŜŎŀǳǎŜ ƛǘǎ ŀōƛƭƛǘȅ ǘƻ ƛƴcrease primary 
balances cannot keep pace with rising debt. As a result, the government faces an endogenous debt limit beyond which debt cannot be rolled
-over. Using data for 23 advanced economies over 1970ς2007, we find evidence of a fiscal reaction function with these features, and use it 
ǘƻ ŎƻƳǇǳǘŜ άŦƛǎŎŀƭ ǎǇŀŎŜΣέ ŘŜŦƛƴŜŘ ŀǎ ǘƘŜ ŘƛŦŦŜǊŜƴŎŜ ōŜǘǿŜŜƴ ǇǊƻƧŜŎǘŜŘ ŘŜōǘ Ǌŀǘƛƻǎ ŀƴŘ ŘŜōǘ ƭƛƳƛǘǎΦ 
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Thursday 7 July, 15.30 - 17.00  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 Multiple Causes (MIMIC) 
model, a special case of a longitudinal structural equation model (SEM), in which the influences of formative indicators on unobservable 
latent variables are assessed through their impact on the reflective indicators. As no well-documented explicit model of successful 
settlement exists, the devised statistical models provide the first comprehensive assessment in a framework that simultaneous assesses 
multiple dimensions of the immigrant settlement process.  
A model of immigrant successful settlement is constructed for the first cohort of the Longitudinal Surveys of Immigrants to Australia (LSIA). 
The LSIA data were an important initiative of Department of Immigration, Multicultural and Indigenous Affairs (DIMIA) and are considered to 
ōŜ άΧǿƻǊƭŘ Ŏƭŀǎǎ ǎǳǊǾŜȅǎ ƻŦ ǊŜŎŜƴǘ ƳƛƎǊŀƴǘǎΧέ όwƛŎƘŀǊŘǎƻƴ Ŝǘ ŀƭΦ нллнΣ ǇΦрύ ǿƘƛŎƘ ŀǊŜ ŀ ǊƛŎƘ ŀƴŘ ŎƻƳǇǊŜƘŜƴǎƛǾŜ ǎƻǳǊŎŜ ƻŦ ƛƴŦƻrmation about 
ƛƳƳƛƎǊŀƴǘǎ ǘƻ !ǳǎǘǊŀƭƛŀ ǘƘŀǘ άΧŀǊŜ ǇŀǊǘƛŎǳƭŀǊƭȅ ǿŜƭƭ-ǎǳƛǘŜŘ ǘƻ ŀŘŘǊŜǎǎƛƴƎ ǘƘŜ ŘȅƴŀƳƛŎǎ ƻŦ ǎŜǘǘƭŜƳŜƴǘΧέ ό/ƻōō-Clark 2001, p.468). 
 
Roland Shami, Monash University 
Modelling the Australian output by state and by industry 
 
¢ƘŜ ƻōƧŜŎǘƛǾŜ ƻŦ ǘƘƛǎ ǇŀǇŜǊ ƛǎ ǘƻ ǇǊŜǎŜƴǘ ŀ ǇŀƴŜƭ Řŀǘŀ ƳƻŘŜƭ ƻŦ ŜŎƻƴƻƳƛŎ ƻǳǘǇǳǘ ƻŦ !ǳǎǘǊŀƭƛŀƴ ǎǘŀǘŜǎΩ ƛƴŘǳǎǘǊƛŜǎΦ ¢ƘŜ ǾŀǊȅƛƴƎ growth between 
ƛƴŘǳǎǘǊȅΩǎ ƻǳǘǇǳǘǎ ŀǎ ǿŜƭƭ ōŜǘǿŜŜƴ ǎǘŀǘŜΩǎ ƻǳǘǇǳǘǎ ǿƛƭƭ ōŜ ŎŀǇǘǳǊŜŘΦ 9ȄǇƭŀƴŀǘƻǊȅ ǾŀǊƛŀōƭŜǎΣ ǎǳŎƘ ŀǎ ǘƘŜ Ǝƭƻōŀƭ ŜŎƻƴƻƳƛŎ ŀŎǘƛǾity and 
!ǳǎǘǊŀƭƛŀΩǎ Ƴŀƛƴ ǘǊŀŘƛƴƎ ǇŀǊǘƴŜǊǎΣ ƛƳǇŀŎǘ ŘƛŦŦŜǊŜƴǘƭȅ ƻƴ ƛƴŘǳǎǘǊƛŜǎ ŀƴŘ ƘŜƴŎŜ ǘƘŜ ǊŜƭŀǘƛƻƴǎƘƛǇ ōŜǘǿŜŜƴ ǘƘŜǎŜ ŜȄǇƭŀƴŀǘƻǊȅ ǾŀǊƛables and the 
outputs will change between industries. A hidden switching component will be added to capture when each industry is in strife (downturn) 
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, 15.30 - 17.00  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 economic efficiency and welfare 
but also economic growth. This paper tests that claim econometrically, using a panel of annual data on distortions to the relative price of 
agricultural to non-agricultural goods in around 40 developing countries over the fifty years to 2004. It finds a negative and significant 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 include enormous 
diversity. While most country-commodity measures are between 0 and 20 percent, a small group has protection rates of over 100 percent. A 
key question for modeling and hypothesis testing is whether these observations are drawn from a homogeneous population. This paper tests 
this hypothesis by applying a finite mixture model to the recent model developed by Dutt and Mitra that explains agricultural distortions in 
terms of ideology, inequality, lobbying and public finance. The analysis suggests that there may be advantages in identifying two separate 
groupsτone 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 storage model have 
concluded that storage arbitrage cannot explain the high serial correlation of prices. We introduce a Maximum Likelihood estimator that, 
unlike available approaches, makes full use of the predictions of the model about the most striking feature of commodity prices, the 
skewness revealed in their asymmetric dynamics, displaying occa- sional spikes. Our results for sugar establish the empirical relevance of 
storage in determining its price behavior. The dynamics of commodity prices can be quite dierent from those of the shocks that drive them. 
 
Thursday 7 July, 15.30 - 17.00  Non- and Semi-Parametric Econometrics  
 
Jason Ng, Monash University 
Non-Parametric Estimation of Forecast Distributions in Non-Gaussian State Space Models 
  
The object of this paper is to produce non-parametric maximum likelihood estimates of forecast distributions, in a general non-Gaussian, 
non-linear state space setting. The transition densities that define the evolution of the dynamic state process are represented in parametric 
form, but the conditional distribution of the non-Gaussian variable is estimated non-parametrically. The filtering and prediction distributions 
are estimated via an algorithm exploiting the functional relationship that describes the observed variable as a composition of the state and 
standardized measurement variables, with the relationship expressed using the Dirac delta function. Combined with standard deterministic 
integration the algorithm estimates the distribution of the standardized error term, which in turn provides the non-parametric forecast 
distributions. The method is illustrated using a variety of models, with simulation experiments used to document the accuracy of the non-
parametric method relative to both correctly and incorrectly specified parametric alternatives. In an empirical illustration, the method is 
used to produce sequential estimates of the forecast distribution of realized volatility on the S&P500 stock index during the recent financial 
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 this can be achieved by 
augmenting the likelihood with uniform latent variables, and computing inference using the resulting augmented posterior. To evaluate this 
we propose two efficient Markov chain Monte Carlo sampling schemes. One generates the latent variables as a block using a Metropolis-
Hasting step with a proposal that is close to its target distribution. Our method applies to all parametric copulas where the conditional 
copula functions can be evaluated, not just elliptical copulas as in previous Bayesian work. Moreover, the copula parameters can be 
estimated joint with any marginal parameters. We establish the effectiveness of the estimation method by modeling consumer behavior in 
online retail using Archimedean and Gaussian copulas and by estimating 16 dimensional D-vine copulas for a longitudinal model of usage of a 
bicycle path in the city of Melbourne, Australia. Finally, we extend our results and method to the case where some margins are discrete and 
others continuous. 
  
Stanley Iat-Meng Ko, The Chinese University of Hong Kong 
Dirichlet Process Multiple Change-point Model 
 
This paper proposes a new Bayesian multiple change-point model which extends the hidden Markov approach of Chib (1998) to the Dirichlet 
Process (DP) hidden Markov model. The use of the Dirichlet Process prior allows us to integrate out the whole transition probability matrix 
which substantially reduces the number of unknown parameters. In contrast to the fully parametric Bayesian model, our semiparametric 
algorithm is robust to model specification. A general Markov chain Monte Carlo algorithm adopted to dierent change-point models is 
suggested. We present three specific models. The first one is the simulated normal mean-shift model with known and unknown variance. 
The second one is the Poisson model applied to the coal-mining disasters data of Jarrett (1979). In the last application, we study the US real 
GDP growth with the AR structural change model. 
 
Thursday 7 July, 15.30 - 17.00  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 rich student-level panel 
data from two Australian universities. I estimate the importance of learning context in the Australian undergraduate classroom compared to 
its importance in overseas classrooms, which have been the focus of prior research. The paper illustrates how amassing and exploiting panel 
data on students can help address concerns important to the sustainability and efficiency of the Australian higher-education sector. 
 
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 paper we examine the 
factors that affect the chances of re-engaging early school leavers in education using data from three cohorts of the Longitudinal Survey of 
Australian Youth survey and duration models. We find evidence of negative duration dependence with only a narrow window before the 
chances of re-engaging diminish sharply. Our results suggest that school programs that help youth at risk develop post-school career 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 and construction of new 
schools, since the 1980s. In this paper, we study the effect of primary school availability on two kinds of middle school attainment. 
Regression results show that having a primary school in community has positive and significant effect on middle school attainment. It 
indicates that the outcome of the ongoing "Withdrawal and Merger of Primary Schools" in rural China may not be desirable when it leads to 
a rise in schooling cost which is not compensated by improved education quality. Robustness tests support our findings. 
 
Thursday 7 July, 15.30 - 17.00  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 enriched with search 
and matching frictions in the labor market. We show that the model fits reasonably well the business cycle features of key macroeconomic 
variables. We then extend our analysis to understand the driving forces behind labor market variables. Our findings suggest that the bulk 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 despite an uptick in 
economic activity and an increased willingness by firms to hire. This has stimulated a debate on mismatch in the labor market. The argument 
is that despite the high unemployment rate the effective pool of job seekers is considerably smaller due to adverse effects of long-term 
unemployment, high unemployment benefits or structural change. Despite high vacancy postings firms are therefore unable to hire desired 
workers. I study this issue from an aggregate perspective by deriving the Beveridge curve from a discrete-time search and matching model of 
the labor market driven by a variety of shocks. I first establish that the observed pattern in the data can only be described in the context of 
the model by the interaction of a cyclical decline in productivity and a decline in match efficiency. I then estimate the model using Bayesian 
methods on unemployment and vacancy data before the onset of the Great Recession. The posterior estimates are used to construct the 
likelihood that the recent pattern is consistent with a stable Beveridge curve. I find that there is enough probability mass on the observed 
pattern to explain this by a prolonged deterioration in labor market performance. I test the robustness of this finding by allowing for 
structural breaks in the Beveridge curve. 
  
Benoit Julien, School of Economics 
Skill-Based 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 (human capital) prior to 
entering the labour market. Potential workers can direct their search in different markets based on their skill acquisition and the anticipated 
wage determination in each particular market. We derive the equilibrium wage in different markets, giving rise to equilibrium wage 
dispersion and unemployment. In particular, we postulate that in markets of lower skill requirement, wages are posted as in standard 
models of directed search, while in markets with higher skill requirements, wages are negotiated ex post the matching process. We obtain 
equilibrium steady state unemployment in each market as well as for the overall economy. Finally, we look at the efficiency properties of the 
equilibrium allocation compared to the solution of the social planner. 
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