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Summary

This is an interesting paper!

Empirically, since 2008,
» Oil and equity prices have a stronger comovement.
» They are more responsive to macro news.
» Attribute these changes to the ZLB.

Theoretically,

» Augment a standard New Keynesian model with oil.
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Comment 1: is the correlation

driven by the ZLB?
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Comment 1: is the correlation driven by the ZLB?

Alternative explanations
» Financialization: Tang and Xiong (2012)
» Recession: Hamilton and Wu (2015)
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Comment 2: no unconventional monetary policy
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Comment 2: no unconventional monetary policy

Taylor rule
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Comment 2: no unconventional monetary policy

Shadow rate and private borrowing rates
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Comment 2: no unconventional monetary policy
Wu and Zhang (2016)
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Comment 3: relation to macro news

Table 6: Oil Pre- and Post- Break Regression Results

Cap.  Cons. Core GDP  Init. ISM  Leading New Nonf. Core Retail Unemp.
util. conf. CPI  (adv.) claims manuf. ind. homes payrolls  PPI rate
Surprise 029 022 020 -0.19 -0.02 -0.05 0.57 0.06 0.00 0.00 39 -0.27
(L61) (1.29) (L.11) (-0.72) (-0.28) (-0.31) (L.71) (0.44) (-0.01) (-0.01) (-2.17) (-1.39)
Surprise 372017 -048 <028 0.39  0.55 -0.42  -0.11 0.92 0.66  0.41 0.26
*Post-break dummy (-1.27) (-0.61) (-1.42) (-0.53) (2.68) (1.82) (-0.98) (-0.28) (2.29) (1.92) (1.08) (0.80)
Post-break response
Bij + B -0.08 0.05 -0.28  -047  0.37 0.50 0.15 -0.05 0.92 0.66 0.02 0.00
F-stat 012 004 097 108 9.08  3.80 0.32 0.02 6.21 450  0.00 0.00
p-value 0.72 0.84 0.32 0.30 0.00 0.05 0.57 0.90 0.01 0.03 0.96 0.99
Observations 280 283 283 95 1176 277 284 281 275 281 282 273
> Oil responds to the labor data.
» What is special about that?
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Comment 3: relation to macro news

Table 7: Equity Pre- and Post- Break Regression Results

Cap. Cons. Core GDP  TInit. ISM Leading New  Nonf. Core Retail Unemp.
util.  conf. CPI (adv.) claims manuf. ind.  homes payrolls PPI  sales  rate
Surprise 0.12 0.06  -0.29  0.08 0.00 0.06 -0.03 -0.02 -0.10 -0.10  0.00 0.05
(1.33) (0.68) (-3.15) (0.62) (0.08) (0.77) (-0.20) (-0.22) (-1.21) (-1.31) (0.03) (0.54)
Surprise -0.12 -0.12 039  -0.34  0.12 0.38 0.01 0.05 0.31 0.30  0.55 -0.06
“Post-break dummy (-0.84) (-0.80) (2.25) (-1.28) (L.61) (249) (0.02) (0.28) (L53) (L71) (2.82) (-0.37)
Post-break response
Bij + B 0.00 -0.06 0.10 -0.26 0.12 0.44 -0.03 0.04 0.21 020 0.55 -0.01
F-stat 0.00 0.24 0.48 1.25 3.90  11.70 0.05 0.04 1.29 1.61  10.39 0.00
p-value 0.98 0.62 0.49 0.26 0.05 0.00 0.83 0.83 0.26 0.20  0.00 0.95
Observations 280 283 283 95 1176 277 284 281 275 281 282 273

How do we reconcile equity with oil?

» QOil responds to the labor data.
» Equity responds to manufacturing and sales data.
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Comment 4: one year rolling window

The main results heavily depend on the one-year rolling window. Are they
robust to alternative window size?

» What if the window is smaller? For example, 3 months or 6 months

» What about larger window size? For example, 2 years or 3 years.
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Comment 4: one year rolling window and ZLB
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Comment 4: one year rolling window and ZLB
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Also, the “break” date Sep 2008 really covers Sep 2007 - Sep 2008.
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Comment 4: 3-month rolling window and ZLB

If | use 3 month moving average,

0.8

0.6

0.4

0.2

-0.2

-0.4

-0.6

2001

2004

2006 2009
Cynthia Wu (Chicago & NBER)

2012

2015

DA
14 /15



Conclusion

Overall, this is a very interesting paper!

» Comment 1: is the correlation driven by the ZLB?
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