
EDITOR: WILLIAM A. BARNETT

MACROECONOMIC
DYNAMICS

M
acroeconom

ic D
ynam

ics          Vol. 18, N
o. 2,  M

arch  2014         Pages 255–496

VOLUME 18, NUMBER 2, MARCH 2014
MACROECONOMIC DYNAMICS

Volume 18, Number 2,  March 2014
Contents

ARTICLES
Plant Life Cycle and Aggregate Employment Dynamics
Min Ouyang 255

Social Capital, Trust, and Multiple Equilibria in Economic Performance
Katarzyna Growiec and Jakub Growiec 282

Dynamic Effects of Oil Price Shocks and Their Impact on the Current 
 Account
Stefan F. Schubert 316

Credit Constraints, Learning, and Aggregate Consumption Volatility
Daniel L. Tortorice 338

Transparency in Monetary Policy, Signaling, and Heterogeneous 
 Information
Volker Hahn 369

Designing Monetary and Fiscal Policy Rules in a New Keynesian 
 Model with Rule-of-Thumb Consumers
Raffaele Rossi 395

Imperfect Transmission of Technology Shocks and the Business 
 Cycle Consequences
Hamilton B. Fout and Neville R. Francis 418

Endogenously Segmented Asset Market in an Inventory-Theoretic 
 Model of Money Demand
Jonathan Chiu 438

NOTES
A Note on the Analytical Solution to the Neoclassical Growth Model 
 with Leisure
Ryoji Hiraguchi 473

A Note on Using Excessive Perks to Restrain the Hidden Saving Problem
YiLi Chien and Joon Song 480

13651005_18-2.indd   113651005_18-2.indd   1 10/02/14   9:30 PM10/02/14   9:30 PM

https://doi.org/10.1017/S1365100514000169 Published online by Cambridge University Press

https://doi.org/10.1017/S1365100514000169


MACROECONOMIC DYNAMICS
Editor: William A. Barnett, University of Kansas, Department of Economics, 356 Snow Hall, 1460 Jayhawk 
Boulevard, Lawrence, KS 66045–7523, USA, and The Center for Financial Stability, 1120 Avenue of the 
Americas, 4th Floor, New York, NY 10036, USA.

Book Review Editors: Michele Boldrin, Department of Economics, Washington University, One Brookings 
Drive, St. Louis, MO63130, and Universidad Carlos III, Madrid; Gregory D. Hess, Department of Economics, 
500 East 9th Street, Claremont McKenna College, Claremont, CA 91711.

Special Issues Editors: Stephen Turnovsky, Department of Economics, Box 353330, University of Washington, 
Seattle, WA 98195; Lee Ohanian, Department of Economics, UCLA, 2261 Bunche Hall, 405 Hilgard Avenue, 
Los Angeles, CA 90024.

Editorial Information System Manager: Stephen E. Spear, Graduate School of Industrial Administration, 
Carnegie Mellon University, Pittsburgh, PA 15213. 

Local Area Network Manager: Nathan Haley, Lawrence, Kansas.

Editorial Associate: Melinda Barnett, University of Kansas.

Advisory Editors:
Jean-Pascal Bénassy (CEPREMAP, Paris), Willem Buiter (London School of Economics and Political Science, 
London), Francis X. Diebold (University of Pennsylvania), Steven Durlauf (University of Wisconsin), Douglas Gale 
(New York University), Giancarlo Gandolfo (University of Rome), Roger Guesnerie (DELTA, Paris), Takatoshi Ito 
(University of Tokyo), Timothy Kehoe (University of Minnesota), Finn Kydland (Carnegie Mellon University), 
Lung-Fei Lee (Ohio State University), Adrian Pagan (Australian National University), Robert Townsend 
(Massachusetts Institute of Technology), Mark Watson (Princeton University), Kenneth West (University of 
Wisconsin), Michael Woodford (Columbia University), Randall Wright (University of Pennsylvania)

Associate Editors:
Stefania Albanesi (Federal Reserve Bank of New York), Robert Amano (Bank of Canada), Gaetano Antinolfi 
(Washington University), Jasmina Arifovic (Simon Fraser University), Pierpaolo Benigno (LUISS Guido Carli, 
Rome), Joydeep Bhattacharya (Iowa State University), Florin Bilbiie (Paris School of Economics), Volker Böhm 
(University of Bielefeld, Germany), Hafedh Bouakez (HEC Montreal, Canada), Raouf Boucekkine (Universite 
Catholique de Louvain, Belgium), Jeffrey Campbell (Federal Reserve Bank of Chicago), Shankha Chakraborty 
(University of Oregon), Marcelle Chauvet (University of California at Riverside), Rose-Anne Dana (Université 
Paris IX-Dauphine), Christophe Deissenberg (University d’Aix-Marseille II), Huberto Ennis (Federal Reserve 
Bank of Richmond), Alvaro Escribano (Universidad Carlos III de Madrid, Spain), Emilio Espino (Buenos Aires, 
Argentina), George Evans (University of Oregon), Ester Faia (Goethe University of Frankfurt), Roger Farmer 
(UCLA), Alessandra Fogli (Minneapolis Federal Reserve Bank), Luisa Fuster (Madrid Institute of Advanced 
Studies, Spain), Oded Galor (Brown University and Hebrew University of Jerusalem), Marc Giannoni (Federal 
Reserve Bank of New York), Liam Graham (University College, London), Antonio Guarino (University College, 
London), Thorvaldur Gylfason (University of Iceland), Niels Haldrup (Aarhus University, Denmark), John 
Hassler (Stockholm University), Moshe Hazan (The Hebrew University of Jerusalem), Cars Hommes (University 
of Amsterdam, The Netherlands), Kevin Huang (Vanderbilt University), Leo Kass (University of Konstanz, 
Germany), Todd Keister (Federal Reserve Bank of New York), Keith Kuester (University of Bonn, Germany), 
Blake LeBaron (Brandeis University), Helmut Lütkepohl (European University Institute, Florence), Iourii 
Manovskii (University of Pennsylvania), David Marshall (Federal Reserve Bank of Chicago), Alfredo Medio 
(University of Udine, Italy), Qinglai Meng (Oregon State University), Jianjun Miao (Boston University), Kaushik 
Mitra (University of St. Andrews, UK), Omer Moav (The Hebrew University of Jerusalem), Cyril Monnet 
(University of Bern, Switzerland), José V. Rodriguez Mora (University of Edinburgh, UK), Lee Ohanian 
(UCLA), Patrick Pintus (Université de la Méditerranée & GREQAM, France), Bruce Preston (Columbia 
University), Neil Rankin (University of York, UK), Francisco Ruge-Murcia (University of Montreal), Gilles 
Saint-Paul (Université de Toulouse, France), Argia M. Sbordone (Federal Reserve Bank of New York), Klaus 
Martin Schneider (Stanford University), Apostolos Serletis (University of Calgary, Canada), Tony Smith (Yale 
University), Stephen Spear (Carnegie Mellon University), Stephen Turnovsky (University of Washington), Farshid 
Vahid (Monash University, Australia), Francois R. Velde (Federal Reserve Bank of Chicago), Nicolaas Vriend 
(Queen Mary, University of London), Neng Wang (Columbia University), Ronald Wendner (University of Graz, 
Austria), Sevin Yeltekin (Carnegie Mellon) 

MACROECONOMIC DYNAMICS
Notes for Contributors

Contributions. Contributions are welcome 
from all countries. They should be written 
in English.
Aims and Scope/Editorial Policy. 
Macroeconomic Dynamics publishes resea-
rch of the highest theoretical, empirical or 
quantitative sophistication. Papers of high 
quality are welcomed from all areas of 
macroeconomics and from all parts of the 
world, as long as the research is founded 
in a rigorous scientific approach. Major ad-
vances in macroeconomics without imme-
diate policy applications are also accepted, 
if they show potential for application in the 
future. Occasional book reviews, announ-
cements, conference proceedings and in-
terviews are also published. Special issues 
appear in the journal’s Supplements Series, 
having its own Special Issues Editors. An 
electronic version of the journal will be 
published simultaneously with the paper 
version enabling immediate access to the 
best current research in Macroeconomics.
Home Page. The journal has a home page 
on the web which is a source of further 
information about the journal. The location 
of the home page is: http://econ.tepper.cmu.  
edu/barnett/MD.html. Information. about 
Macroeconomic Dynamics may also be 
viewed at www.journals.cambridge.org.
Manuscript Submissions. The submission 
procedure for this journal has been convert-
ed to electronic uploading of pdfs to the 
journal’s server. To submit, follow the in-
structions provided at http://server1.tepper. 
cmu.edu/md/electronic_submission.htm. 
Questions about the submission procedure 
can be transmitted to the Editorial Infor-
mation System Manager, Stephen Spear, 
at ss1f@andrew.cmu.edu, or to the Editor, 
William A. Barnett, at barnett@ku.edu.
Special lssues Submissions. The journal 
publishes special issues in its Supplements 
Series. Proposals for special issues should 
be sent to either of the journal’s Special 
Issues Editors and should include a table of 
contents and one of more proposed guest 
editors.
Originality and Copyright. Manuscripts 
are accepted for review on the understand-
ing that the same work has not been and will 
not be published nor is presently submitted 
for publication elsewhere. While under ed-
itorial review, it is the responsibility of the 
authors to keep the Editor informed about 
submissions, publication plans, and actual 
publication of related research or abstracts 
thereof in other outlets, including letters, 
journals, review publications, journals in 
other disciplines, conference proceedings, 
and published dissertations. It is further un-
derstood that all persons listed as authors 
have given their approval for the submis-
sion of the paper and that any person cited 
as a source of personal communication has 

approved such citation; written authoriza-
tion may be required at the Editor’s discre-
tion. Authors are responsible for obtaining 
written permission to publish material for 
which they do not own the copyright. A 
Copyright Transfer Agreement, with cer-
tain specified rights reserved by the author, 
must be signed and returned to the Editor 
by a senior author of accepted manuscripts, 
prior to publication. This is necessary to 
enable the publisher to ensure the wide dis-
tribution of the author’s(s’) work and the 
protection of both the author and the pub-
lisher under copyright law. Articles and 
other material published in Macroeconomic 
Dynamics represent the opinions of the 
authors and should not be construed to 
reflect the opinions of the Editor, Advisory 
Board, Editorial Board, or the Publisher.
Preparation of a Manuscript. The en-
tire manuscript (including notes and refer-
ences) should be produced as double spaced 
typescript on 81–2� 11-inch or A4 white paper, 
with wide margins to accommodate 
copyediting. The manuscript should be con-
verted to a pdf for submission by upload-ing 
to the journal’s server. The publisher asks 
that you provide a PDF file of the fi-nal 
version of your paper, together with a copy 
of the word processing source file in which 
the paper was written. Pages should be 
numbered consecutively. Page 1 should 
provide the article, author’s(s’) names (in 
the form preferred for publication, complete 
affiliation, phone, fax and e-mail num-bers 
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