
FISCAL POLICIES RELATIONSHIPS BETWEEN HOUSING AND ECONOMY

The government uses two types of policies to evaluate economic activity and set interest rates in balance with inflation
and deficiencies. I.

Also, it is likely that the coefficient estimates are unstable over time and as such represent a major caveat on
our results. To help redistribute income and achieve more equity. While instrumental variables may be used to
address this potential problem, finding persuasive instruments is difficult. This is not to say that short-term
rates have no effect on saving and investment decisions. Lee , used quarterly data and found no significant
offset between household savings and changes in aggregate general government savings. Masson, P. First, the
disaggregated model suggests that the short run private savings offset is associated with changes in structural
government savings, but that there is no statistically significant relationship between private savings and
cyclical government savings. From a policy maker's perspective it is important to have some understanding of
the effectiveness of fiscal policy to inform the desirability and magnitude of any fiscal package. Lee, J. Lane,
P. Giorgianni, L. Discretionary changes in direct taxes can help regulate aggregate demand. Because there is
no quarterly series available which directly measures private saving in Australia, a proxy must be used. The
framework, therefore, models the change in the dependant variable as a function of changes in the explanatory
variables and the error correction mechanism, in which a proportion of the disequilibrium in one period is
corrected in the next. They argue that in a Ricardian world it is reasonable to expect that household saving will
depend upon structural deficits, but cyclical deficits are likely to exercise little impact, if any, on household
saving. Of course, other factors may affect the margin and so the estimates presented below need to be treated
with caution. The CPI measure includes all groups excluding housing. Fourth, investors may also demand a
default premium to compensate for the probability that a country may default on its foreign debt obligations
Lonning, ,  Orr, A. Higher real interest rates also raise the long-term cost of servicing the stock of net foreign
debt and thereby increase the level of transfers to foreign lenders both public and private. In trying to promote
growth or create new jobs a fiscal stimulus through increased government spending can be inflationary,
especially if the government has to borrow from the financial markets or if the spending is too fast, such as
with an increase in current spending on wages. Based on these the model passes the usual tests at standard
significance levels, adjusted for heteroscedasticity. Spending on infrastructure also provides an external
benefit to the rest of the economy. Ford, R. Real interest rate. In contrast, expansionary monetary policy leads
to lower interest rates, capital outflow and a depreciated currency, which increases the net export contribution
to growth. The interest margin increases by approximately 20 basis points in response to a one per cent of
GDP deterioration in the headline budget balance. That said, this needs to be qualified by the fact that there is
scope to make the magnitude of discretionary policy changes substantially larger than the magnitude of
automatic stabilisers. Furthermore, the coefficient on the short-term changes in National general government
cyclical savings term is not significant, suggesting that changes in this term do not elicit private sector savings
responses. For the short-term changes component, only the fiscal flow variables for example headline balance
or structural balance were statistically significant. This is essentially an empirical question. The results suggest
that a deterioration of the headline balance of one per cent of GDP is associated with an increase in the margin
of around 20 basis points in the short run and that an increase in public debt of one per cent of GDP is
associated with an increase in the margin of around 15 basis points in the long run. Studies such as Cebula,
Hung and Manage explore this proposition. Evaluation of public spending The advantages Public spending
can have a considerable impact on the level of AD , and compensate for failings in other components of AD,
such as a fall in household spending on consumer goods and firms spending on capital goods. If individuals
are sufficiently forward-looking they will understand that their total expected tax burden is unchanged.


