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Real investment seems to be weak
// Is there a puzzle? Is it the GFC?

- Wrt aggregate demand?

— Yes, if estimated to 2001 as the basis
— No, if estimated to 2006 as the basis

* Wrt balance sheet caution/cash hoarding?

— No.. Regardless of 2001/2006
— Distributing profits to shareholders instead

* |s there a puzzle?
— Return to shareholders; no good ‘real’ opportunities

* |s itthe GFC
— No... behavioral shift before GFC




// Method commentary (1)

» Use of integrated macro accounts

— Earnings and expenditure side (real) vs. asset
and liabilities side (financial)

* hypotheses are both real and financial....

- Coverage

— US benchmark (longer data)
— Panel for G7




>> Method commentary (2)

» Assuming given profits....hum...

* What is the allocation between
— Investment (future profits)
— Dividends/buybacks

— Bolstering the balance sheet
* (equation 4)




// Considerations

» Coverage: Rest of world?
— to which the missing investment might be going?
— from which profits might be earned?

« Data

— Macro, but global
— Firm-level data

- Alternative conclusions
— Aggregate demand puzzle is incomplete

— Globalization of investment opportunities,
* not secular stagnation, rather

— GFC/QE shorten time horizon




Macro, but composition

>> Is Investment weak?... Just Housing?

B. OECD? investment
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Macro, but global

Is Investment weak? Only in OECD..

A. Total investment
Index 2007q4 = 100
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Macro, but global and structural

Is Investment weak? Accelerator plus

63. The testable equation takes the following form:

Ake =c+ vk + Ximy BiXip—1 + plhkey + X1y 6; Ax;p + 2?1:1 6izj. + &

(6)

where yk;_ 1 + Y-, Bixi;—1 gives the long-run relationship including the » long-term covariates,
Y71 6; Ax;, are the dynamic terms of the long-run variables (output, UCC and ETCR) and 2?1':1 0 zj, is
the additional set of m covariates entering the short-term dynamics.
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Macro, but global and structural

Is Investment weak? Accelerator plus

Estimated impact of shocks on Investment
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Global.... The framework
>> Globalization, Investment, and Corporate Payout
Strategy opportunities

Deniz Civril (and me sort of),
Census RDC, 4 years to get permission, now underway
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Global investment opportunities,

A. Share of US MNE group Investment B. Locatlon of capltal Investment
performed by MOFAs' by US MOFAs'
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Global investment opportunities,

C. Overseas manufacturing subsldlary D. Locatlon of fixed capltal
Investment as a share of domestlc Investment by Japan manufacturing
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% of Total

I 1998

I 2007
5 [ 2013 50
40
30
20

1968 2000 2002 2004 2006 2008 2010 2012 North America Other Asla
China Europe

OECD Economic Outlook, June 2015




)

Micro data—public Bloomberg, global
Global opportunities — micro data

Figure 4. Net sales and capital expenditure: Non-infrastructure ($bn)
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Micro data—public Bloomberg, global
s Global opportunities — micro data

Figure 10. ROE minus the cost of equity
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Micro data—public Bloomberg, global
s Global opportunities — micro data

Figure 12. Capital spending and related flow financing: United States
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Micro data—public Bloomberg, global
Global opportunities — micro data

Figure 15. Capital spending and related financing: Emerging countries
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// Final observations

* Obviously an important topic

» Corporate micro data seem the way to go
— Caveat on how much it actually reveals

* Global dimension is key
— Caveat on corporate data

» Time discount... how to get at?
— Long-term for real vs. short-term for financial
— Uncertainty measures?
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