The Transmission of Business Cycles:
Lessons From the 2004 Enlargement and
the Euro Adoption
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Ecole doctorale CONTEXTE
UNIVERSITE * Business cycle of an economy Is defined as the rises and falls In

BRETAGNE |ECONOMIE' gross domestic product around its long-term trend.

LOIRE SEFGESTION * Cross-border transmission of business cycles is a key iIssue
specifically In the context of monetary integration. Countries with a
high degree of business cycle synchronization may benefit from

Affiliation adoption of a common currency (Mudell, 1961)
UNIVERSITE DE  Bilateral trade affects positively business cycle synchronization.
RENNES 1 e Common currency increases trade ex-post and so, the
synchronization of business cycle between members (Frankel and
Rose, 1998).

Collaboration

How do trade effects on business cycle synchronization within

' . ' B 0 common currency area differ from those between different currency
areas?
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METHODE
. * Near-VAR model estimated by the SUR method
Financement »  Capturing both direct and indirect effects of trade
« Sample: seven Central and Eastern European countries (CEECs),
E_, .. twelve founding members of the euro area (EA-12), 1996 - 2015

e Data sources: OECD, DataStream, World Bank

RESULTATS

REPUBLIQUE FRANCAISE

MINISTERE

DE L EHE{F]UEEM ENT

D LA RECHERCHE » CEECs business cycle are more affected by EA-12 shocks after the

SRR enlargement in 2004 than before (3.3 times larger on average).

* Germany, France and Italy explain a large part (89%, 71% and 69%,
respectively) of economic disturbances in the CEECs resulting from
the EA-12.

« After the enlargement in 2004, the degree of economic integration
Increased more for CEECs that have adopted the euro than the other
CEECs: the Euro contributes positively to business cycle
synchronization.

* Trade effects are positive and inportant inside the same currency area

but less important for the CEECs without the euro.
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