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INY OININ OMDINI DOYNRYT DY OOMIN PH MININN ,2009-1991 DMWY ORIV M KRNI . MINMIIND
Y137 OYIYN DORYNDNT NTHINHD N OIRNIN .INY MY 02577102 INND JTIR O ,0INR PP 2 MNHDNH
NIV DXPOYN MINND DY DIPIINRND 90-N NNV NDONN TY 2D NN 12 .1990-1960 DIV PN MINNN
ININN MY NN NINHDNHN MPTHN DV NIRD YR INY NINNINHN MPTHN DY OINKY OINIT
O»OIY OMAVNHY MY 2D DYN O0MII0-1IPN01 OO DYV DN ORI pvnn DY
DMINK DMYI9I-1IPN DWNRYIY 1NN 1PN L1995 MY MINKR NI DTN 172) DIVNND DIYRYID
D»OIAN DX0IIN VW NN PONN OY) OXPNN MXNY IAYNN DY TAN 7P NY DY R¥NDN NN

JINKRD NWYA

Recessions in Israel and Macroeconomic and Financial

Crises — Their Duration and Severity

Polina Dovman

Abstract

This study investigates the characteristics of business cycles in Israel in the context of financial
and macroeconomic shocks. The findings of this study are compared with those of an IMF study
of recessions in the advanced economies. It was found that in Israel, in the years 1991 to 2009,
recessions related to financial shocks were longer than other recessions, and there was a greater
loss of GDP. This result is in contrast with the findings regarding recessions in the years 1960—
90. It was found that until the 1990s, Israel's business cycles were more similar to those of the
emerging market economies than to those of the advanced economies. An analysis of the
elasticity of Israel's GDP to financial crises and monetary shocks shows that GDP became more
sensitive after 1995, whereas its sensitivity to other macroeconomic shocks declined. This is
consistent with the transition to price stability and to the broadening of the spread of financial
assets in the last decade.



antpn .1

ONMINNAD DIV 12 DY .PYNI NP0I79N MDD DY DMIPIN DMIMAINDN P2 ON DXPOYN YMNN
DWWV DYIINN 2122 003751 NP 27 PRIY DIV NPNIANT NINIMIN DY OIPMIIIWN DY
MNP PR MNPN W OO TINMT ONIMINNDIY PPATH MNPY MONNN 2NN OXPOYN MINNN DY

MNY DV MNYA PYNn W N°93550 MY TINNNY NPITH 1IN 5PN I NN .HMWYN NNPOND

29395 HavN
DIV D»YIY3-19P10 DNV DY TUPNA DNIWID DOPOYN MINNN DY DNNIPIN NN NPNNHN N DTy
PN OV MNPNI HPYHN MDYIN MINNINTD DY DOYNRYIN DW DNYIYN 1N 12 .2009-1960 D1
OOMYNN PR >NNND D71 OMDINI OM1AVN DY DONAN PHXHD NN OX ,NORYN NORYI 1191
TPLIND-PAN YIVNT IPD TIVIV IPNN ONYNNY IRNYNL DOPTIY NTIAYN INSNDND .DINN DYRYY OY

.OECD m»T11n1 P5n mnnn 2100
oY DY NOOY .PYNN DR TPV O»II53-1IPHD DIYNYT NTPRD ,INNT STTHY TWNN DXWNIN I3 NTIaY
TIND onvnw Early Warning Systems Dw 057112 N¥19) 8oM ,Logit N12ann noovann o710
121 ©»93057 DYNRYIN DY DXPOYN MNND PRI DINDNN YNIN STTH .DMDIPI DIIVNT NPMIINDN

WA ININT JTIIN DY DNYIVN NN TINND DIVIND

MAPAN O¥ APDDI MTIIM DN DXPOYN MINNND DX P¥N NI PN : YIPITI NI NTIAYN MIAN
DOYNYIT 2 DY PIPNN MINNN S MINN JPINRI POW SWIUN PN ;2009-1960 DNIWI NN NNDN
DOYNYID ININD SV IMYN) NTHRT NOOWN NR 1NN OYIIN PI9N ; 0Ny OXINNN DMII53-1IPNN
.DI2>0N NAP PWNINN P19, NTIHRN ORINN NN 0»DI03-1PN0

INIYI DYPOYN IMINN .2

.DIONN NPPWHT MDY MIMINDT 2009 TY 1960 DIV HNIVII DYPOYN MINNHD HN P¥H M PN
YNINN D lnmm‘:'-p:m YIVNIN YIP IRNNDNY IRNYND NN DN DPOYN MIND DY DMIMIRD
NN DAY SINN NPT PADY NYOIN IX ASNHND N DAY INNDKRT MPTHI PION DNYIND
ISINN NV NPDIPH DIVYOPNI DN NITIPI ANONNI TPNNN PYNRN DY H9I80N 1°D3950 MPyaa
MNNINN MPTRD O YN Pwn XN ORIV pwnn .(Harding and Pagan, 2001; IMF 2009 )
WHPYNRN MYIN 790 ; OXPAR OPN OXTHN NNPH TINT 12 IPOITIIRD HNXNY MY INNKR
Y POND WO LN TPR) 10D DY MINHNN MM MTIPI 0N ,WAND ININD > DY NINDY DRIV MIINNDN
MODPHRN MOIWL DOINNN DXPOYN MINNN AN N DTN ONNIN 1T DLW MY DPOYN MINNH

2 5n9w 9113

. "From recession to recovery, how soon and how strong", World Economic Outlook (April 2009). !
HINAWI YPYNRT MYWAN DY INR APYNY YR P11 IR VHYNN A0WNN T1un DY TnonY S11pn YW DYpoyn MMinn NMinnNa 2

.Stock and Watson (1989, 1991) Sv tanxmna nANMNY DLW D01 HY (1995) P71 DV (1992) 191 PN YV ONTIAYL NM TN
JIINY TORN ,NNNY - NNPH-NN VIYYD MPYNnn MOWaN IX PONHD 29NN 100 901 SY DYPoYN MNP NN INMA ,(2002) 9NN
5V NOUNNND NNYHBY MNPH DXPTHIN TR DNV DYPOYN MITNHD NMINND (2002) P50 SV INTTINT DWVHHVH (2007) NYN YPOIYYILVD
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PN OV NMINPY ININD JTAINR .D>POY MINNND NIVY ORIV PYna 1nvwI) 2009 Ty 1960 DN ToNna
3.8 DV JT2INT MIARNT DRIV PIONHN INND : ('R I1N) INNOND NN ToNNT INMIYN IHIMYNYN 1oPp
MINN 25-3 DY 710 WAID ININ MINN 16.1 DY 1102 - NNPHND INND WO ,YNINNDI WA ININ PINN

MV YNINNI NIVNI PPN INNND NOIIN 1Y INNDID ININD OV NN NN NNPH DINT .ININ

POV NN2HY SNINNI I1IPY D LU0 INNT JTIIR NN 00PN ONH N M) 7151 OO

JPDOND ININ HNYHST IPMINNN NP OIIIN

OXNPIYI DN INIW PNAN NTNND YNNI I N2 YI0NN IPI NHYVIY NTIAY IRNNHNT IRNYNIN
TUNI NOPRY MNNDIY D27 8-3 Twn) DNIYID YN PNIPA .NINMAND MPTHRI PH*HN MINRNHDN 1IN
39-3 ONIWN PYNIVY NN .NINDINN MPTNI NN WA 22-) PN YT 4 NNWD - DY) 12-

.DNMANN DXPYNL YNINND,TIT2 OXVINN 10- NMIYT )N NINPN PN OXTHN NNPHN DIVINN

Markov Regimes 5w 099101 nnnmnw nvuwn X oymw»n Marom, Menashe and Suchoy (2003).w935 98152 MN»wn »130w ©Y01

.(Hamilton, 1989; Kim and Nelson, 1999;) Switching Models - MRSM



P TN - OECD-n m31152) INIWA ©POYN Y IMNN /N MY

NYXNID ININ DNDN YN IIND TN

[RIaRF el MIYVYIRND NN [alaka N MYVVIRND RS akta)
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16.1 6.9 -3.8 11.8 1.8 7.8 [SIN3PAYa)
13.7 4.2 3.5 7.6 3.3 55 1PN Vo
10 9 10 10 9 10 D> NN 'On
OECD -n s m
11.0 2.8 -4.2 21.8 3.2 3.6 [SIN3PAYa)
17.5 3.1 2.9 17.9 2.7 2.1 1PN Vo
122 112 122 122 109 122 D> NN 'On

NNYAND MNND 920N DY DINYNT DNYIT NYIIND NIVTHN MYYINDD *

P2 OOITANN NPR DY TINYD IWIND ,OMNIWI OINN ,ONIYI PNHIN MIRNND W INY PTPITH MNN
NN POND 1 5D DO N APR) YD I8INY 0N 0Xpoyn Mnn NNl .OECD-n myThd SN
INPNNI NN 1973 Ty 1960 DIVN : NPIIIN MNPN WIZWI NNPINN MNMHINI IRIY DXPOYN MINNN
TY 1991 TIWN DONRY,IPVINX NMNHNIY OXIDN PN MINNN NN 1990 TY 1974 OIVN ,NPDON 179593
MY DNMNND NI NPONIYT 1937070 9PN D P85 ¥ 1PRTHIN NN 1N NN IMMNND 0PN
L OO 0PN TY 1973 DIV - TPIYM NNPNM ,1973-1960 DNV NI INYRIN NNPNN : NNPHS NN
nn oy (Kejriwal and Perron 2009) nvivy mNToa #nnin 92w N MORIMPR MININ
21991 1y 1973 DOIVN DV NNMIST NNINK PRIV IDINT NN NPIN DN TY 1991 MVN NINVND NNYHSN
(/N NIDI INT)

,1994 TyY TN MWYIN DY INDINN DY DN MYN ,1973-1D 1BOINN DNIY PN MINNN 7N
M) PXTIPN N0 DY NTIIN PN INIY DXPOYN YINN OIY ININD .OXPAN MY 72ynN DPD
oY qLIVN PIYND NOWNNN DEPN I PYI) ,DINKR ONNIND DOPYNRDI DNNN DPWNHIY NXON?
IPYTY .0PD91 DDIVYPRY DX NN NPPTH YN ,00WN DINN OONYN DY ,DIMIWNN NN
NOV - TPIVMNM) OPD - APITHI 10HN TYNR D27 DMDIND DINNDY NNNI NNMN DXRIY? D NININ
NPYPTH DRTPY 70-N ANV DY NIPNAN NYIVIT MIND T NLD NONT . PYNN MONND NNINRNN
,2004 YNRPI2Y 1NI0) TPNDIPNN PINNDI MDPDY PO TNND TN NN NYVIN NINIT NINN NNIN
PNYNON IWN NIVIND PHXD NNPNI RNTHNI PYRY DNDYY DOIVIPN NI 112520 1§ NPPTH (196-192
DVNN 10-1 920802 NNY WA INNN 1985-H 1973 pavy DOV vy DAY 1985 mva P Nwyny
2V PNHN ORIV L1985 MIVA 135 NN PYNN 2N PONNY N .MI2IN dINNN 2IND D11 1 (7293
DIV PNPID 12220 NOVNRND MR JY NN DIND JON THIPOIM HIVNINND NP TR NN
9PV NMAINNNIY 1993 MV PID TY 1OWNI NON ININT MNIN MTNN DW NIDN NNIYT 191,1990 Ty 1987
SNDXN DY NPHILIINDY DMIPDION DPIVIMNNN DYTTHI 197

.(2004) YRPI2T IINT ; (1999) P91 175 XY NANINY
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NN PV MINIDT MHIMN ,ININ I NDNN NN DY DPYNN NHNIN ,X/MP NI NNPHXI IV
NIV MONN DX NINRNI N NPNA YORIVT PYNRN NNNY DMND PYNN NNPNI P MDY
DYIYIN NNPAXD P9 2009 Ty 1990 D®WAY 1973 Ty 1960 DYV 1131 XYY .PN2IYN 192951 MIASNYMm
PV NNPNNND NNV ANT.NING OPNTHN DPOYN XINN 1PV DI KD ANV OPTI PPN INNN ,INY
DOYRYT PN DY DMLY ,INNT MNON MTHNNY DIXP DN P NMNINHDD L1990 Ty 1973
1I0 NTHNY NDNPH WY INN NITO NNWIN 720 VR 01wa * (3-8 DIPN) D»PIMOPN
1-73 DIPR) DINYNIND DPWNRY DN 1) NINMNIN MPTHD DN 11 HININ INND NPT NN
IMNNYN ,DNNIDN DOPYNI TUND NIV ,DINYNND OXPwN1 > NN Aguiar and Gopinath (2007) .(3
JPSOPND NPION DTN DOYNRYIN G OYW PIXD ¥ OMHRND NNIND DOYNRYIN TPV NYIN ININN
WAOYANN MANYNY NONPHIN DT ,MI) INN JTIIRD OIMNIRND 0PN NOR DNV PHHN XINNN
MYPYNN MY DIN SNOUNHN TIDION NNY DY .NININTN IIUN NMIRNNDI THPWYNN MDY DM
1960- MMPNI NPT ,NANT NOIWYD STHT NI NNMN DN 0NV ININD NNYHDN 1 9,008 RD OYTY)
NI DVINK 10-92 1NN JTIN YN DNV ,INMI DXIND PO MINRND NI 1N 2008-1990-1 1973

297N) vy

90 OO ONOIDI DYIONN DIPY ,ND INTPY NYNHD ONINNI DMV 2I¥MN 1NN INROY DYPOYN YNINN D R¥N (2002) 7250 4
.DMIXINY OINNNN DMINTIR MM
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NYAVN DN YWY D»YI93-1IPR NINID DX TUR NPINY MITO DY 1711 NIPNND HIVDINPN NTINN
2y NVOINHD DNV NTNHIRD NOIYN .0MIIDI-1IPHNN DIVRVIN - PWNI NDI50N MDYIN DY MoV
D027 DXTTRN VAP YRY DY MNPNI .NYN MM ANXONY NNTOI YNON NTR NIIWNZ OXTTH N3

ASINND NHS DY NNON STTH DY DNYIVN NN TN 7PN 1112 NP> NI 25V ,NND DY 1A O
TION MYNNANI YN2N OTTH D) 12 DY ;HPOIDI MITO I9011 N0 DOXRVIND DMIITI-1PN DOYNRW
Principal component NVO¥ 5y NDOVINN MITO TINVRD NOIPHN NVIYN NNNX NITOD NN NTON
OINWNN VW NIVPYANN DN ONINWN 1900 DV IPINDT MPNPIMIP NN NNNX 71170 NINPN NOY -
(.,Johnson and Wichtern 1992 w1 namind) .oNdY NANMWVNRN NMIMVYN NXI0N D01 DY DOYIP)
NNTOL WY AR PO W SN OTTH 12 DYOW DIVN NNT ; NNV DOV ANTON NN TINI N 1Ty

NN2N YTTR I TIA7 YNYIN NN ANHY NPYH PPID DRNNA ,0>TN DIV INY 17 S5pwn Nno 12
5v NTAY2 YN Yy nnwm “Nelson and Perli (2005) 5w 0nxna ANNMNY NVOW 5y NOLINN
NN DY DOINNN MNP DTN NMYNNND DXTHNY OIIVI-NIPNHN DN N NVIVI .(2007) NTYO
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PO ==
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1 5v DY Y2pnv onT Mmnwn NN 2@ 7 YN DY NN IUN j 1°9399-1PnN MTON AN xj,"’
5291 (S (3.1) INNIWHR NTHRND NYAPNNN TITON .TTHN 91T WRwm i YRYY 1NN NIV MNPN
99999-Y9P0 YRV 9Y WA 1-5 021 DX ,1-5 0 P 02y

NN INSHN MMTON IX ¥2PNR ,(2007) 121yo) Nelson and Perli (2007) Sv 07nx0na ¥y8I100,900 DTN
DNIN NMPINND ANTON NNN N NV .DPODXLD DXTIDY MYNNNI INTO vivws x ynwn
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