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Seasonality of Consumption and Ricardian Equivalence Theorem
An Empirical Analysis of Liquidity Constraints and Fiscal Illusions

Takeshi Kimura*

This article reexamines the consistency of the Ricardian equivalence proposition using
Japanese quarterly data. The Ricardian equivalence proposition is nested in an intertempor-
al consumption model. In our model, we allow for two possibilities that may give rise to
deviations of Ricardian equivalence ; liquidity constraints and fiscal illusions. The model is

- estimated with both seasonally adjusted data and unadjusted data. The important finding of
this article is that when the seasonality of the consumption is included in the model, the
Ricardian equivalence proposition is rejected due to the liquidity constraints, but that when
the seasonality is ignored and the model is estimated with seasonally adjusted data, the
proposition is not rejected. The cause of the difference in the estimations is that the
information on the liquidity constraints is lost in the process of the seasonal adjustment.
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3,

(33) ' EtCt+i=_0t+—i(1+ T)SEtCHi-x

9t+' LBevi 11+ 7)8]

Lin, (33) Kb, ‘xﬁ%@%ﬂ%lﬁmﬂﬁfm RRT5Z 5N 5.
(34) Et2(1+7) Ct+i—Ct(2(0gH> )

2T, BHiYav 7 O BHEEN (deterministic), TRbLB,
(35) B 120 0¢+i—9t+z+4
L35, u@ﬁ, (34) ﬁ@ Ce k.tl)i)‘% ( ) W@g% S: &BL L, ThidkO x> WEHETE

(36) Se=35( %)

O O By & +a,+s 8 +0t+4 8
6, 1-51 6 1-0 -5 1—5°

Seid, FEIY S —FHC Lo TRHAMALTH Y, %0 20) Rr s (26) Rk T LA LA
WREED I LICE > T, BROZEEFBRIRO LS KRHETE 3,

(37) ce=(1— ﬂ)ﬁ{ Wi— G:+(1+7)(Ai-1— Be-1) + kBe} + nyde + &

=81+ 82Dzt + $3Ds¢ + 4 Das

1, 3% 2 M4
0, zhllst
1, ¢35 3 mu¥
0, Zhlist
De= { 1, #1358 4 W3

0, zhilst ‘

s{i= =1,2,3, 4) BT A—%,

GNHE»S, HROZHMSFHELET ZFERE LT, RBMHNESI LR ICOWTR, &

HRREOHRMEAOEEHN £, MBHHK 2R 2Rehz >V T Ik, ATAAFTBOELINE %,
TRENETLE L8 TE S,

_1
E
R, th={
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3. RIS

3.1. HBRBBOMEERDNH

(%MM)ﬁwﬁw6%@%%&&%&&%h%h@%ﬂﬁ&ﬁﬁW@Gmﬁﬁ$%ﬁﬁa
tw,%%muﬁﬁﬂ%&ﬁ%%&m&m;5&@%&ﬁﬁﬁm%ﬁ?é(ﬁmﬁﬁmowf
TERESE). ‘

SHMEERLBVET NV

(38) ce=1+r)cia—1— 1A= A+ 7N wer—ge-1)
+(1— 1= 8)A+ N[Ae-s—Beei—(1+7)(Aez— Be-2)]
+ nlyds — 1+ #)yde ]+ EQ— 1)1 — O B:—(1+7)Bea] + ue
ue BEEET, ROLICERRENS.
ut=(1—- 71')(1 — 3)(0': - ’Ut)+ Et"‘(l'i— 1’)&_1

tﬁb,m=§ﬂ+ﬁﬂEerEFwﬁd

= g}(l —+ T)—i[Etgt+i-Et—lgt+i]

B HRBLIZET IV
(39) ct=(1+r)ct_l—(l—ﬂ)ﬂlg{l+r)(wt-r—gt—l)
+(1"‘ ﬂ)—l‘Ilg(l + T)[At—l—Bt—l_ (1+ 7)(At—2_Bt—2)]

+ alydi— U+ P)ydes) I T ABe— (1 DBl + 2
w BEEETRO X SRR END.
ut:(l - ﬂ)—l‘_‘*_ls—t(dt - Ut)"f‘ Et_(l + T)Et—1

T2, —1%97= s1+ 52 Dos + 83 Dse +54Dat

0= g,)(l + T)—i[EtWt+i"‘-Et—lwt+:‘]
U= g(l +7) [Egeri— Ei_1gs+i]

t:%fﬂﬂtwu,%n?ﬂ%@ﬁ%kﬁﬁﬁﬁﬁﬂbf,F&%@Etﬁﬂ#ﬁf%kﬂ
ATF LT B HT o T - T BUSE EO#I3  BHEMIE T 5 5. ARHBHRFERSIO b £ TH,
%mwﬁnbﬁ,rﬂﬁm%ﬁwtofﬂmﬂ%a%ﬁ%354tﬁﬁ?é,#tba
HmMJ=E@Mmﬁwﬁ&ﬁT6ﬁ#,ﬁaﬁﬁ%ﬁb&w.b#b,&@@%ﬁ¢@%%
Z{\‘&o) 3 ‘B%E}Eﬁ B: & ydt 01, t—1 ﬁ@%ﬁ%élf—l bZEé tfllﬁﬁ’. &), Ot, Ut t*ﬁﬁg%ﬁﬁ,
Ltﬁof,%%Embﬁ%%&aﬁ%%ﬁ?a:am&%,ik,wmﬁ@ﬁéamu4
ROECHEEET 3. 22T, XOHTII, e B O—BE L OEIERG 2R T 5720
iz, GMM :2BWwTHERT>7% ERY 7 ri3 TSP version 4.2B)'?,

‘”%ﬁﬁﬁ%ﬂﬁ%%ﬁbkb,ﬁﬁﬁ$@-&%ﬁ&8m,Eﬁm&LSE%%wét,ﬁﬁioﬁﬁw&
SEESELT DS D 2, EEROSBLSEMEE S N, KSmEDOEEEERBTERV L Vo RIE
2354 5. 8, GMM 2 OWwTid, Hansen [15], Hansen and Singleton [16] 2&HR.
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3.2. HRF—9DEH

RN AT HBRAI o 1, FE- $MANBY B L Y — CAMADBKIHTH S, €57
N OREFHARIZ, HEEBOFMATEE R 1971/1Q~1995/1Q & L7, ‘ »

B g: 13, SNA N— 2 O BURFBKMBEH + ANBEERARR) £ Lz, —%, &
REEE (ThE T, MURR B LERELTERLBD) 20w TIE, BUFE [—BERF (h
RBUT - ITBUT - RERBES) + AEE (AF) ) L LTEELY, 20 [4y h_—20
BUFEBERE] 2R 2178729,

- BEARS MEERLE0) BIRT, [WEBF 7V —5 | TEREILL, &5 [15 FEA
OJOTER U —AM ) EEEERL WS, 28, GMM HERN—BME2IES, WK
ERSARHE S 72 Iz, BEBLEEEEHI - LTw 2 0ERH S, 22T, BT, 7
Ry 7 Cidd 205, WBROKENL FITEEBOERL THENL 227 — 2 b THIRL
Tw3,

2B, ERT—5 OEMCOVTE, BEBEOTFT—F Y —I28E,

3.3. HREABDMEER .

HERHRRE, SEHO VY FRFRO 7 — 22811, BERO VY FREDY —2 %
g2, ThThBRL-.

B, FRERTNEH T (38) ROMFHERICOVTOEARRRD (£ 12M|). 15
A—F YIRS T L e TV OBERLEDRERRS 52 & » ERRGHERIL
¥ L ORIERFIL, 20% OEBAETEHTE R (pvalue=0.266) Z Ehd, €71
RUL V5. EBROEGIECKESFORIHER, Zh2h, 0.981, 8.7% (4X) T, B
FOFIST e MR URER 2> Tw 3™, Rz, NI A—FHICEL T, XDy —> %
#:L, :

O k=0 HB#EEEZEI LT3 RABEELZ W)
@ 7=0 (EERERSISRIIT 2)
® k=r=0 (PZHEIKIT 2)

Y HEOWBEXLE, ([EREEHE | csuT, 1970/1Q » 5 FIFAEETH 3 23, BEEROBREDOEFGL,
R 1971/1Q o S BARE L 7.

WIIT, BNE [BRBR+ANEE] LEE LD, [SRREAEBRER] (BRBTER) B2
(AP OB ERE LI 72D Th 2 (EBFIBIOSRBE AR O CHERR — X OFEHHS A FTHER
D, [CMBREARRRER] CRoh3), 28, BIFLH g 128 2 BRI &, [—MBR + A |
DRUC ARILREB D B A TV 272 0, BRFH & BRHEBERE D5 YL v PUELE—BL T,

P BRCHEREES 2 B0 5REDEDLT, BINERBBREORIZA S < By 5. Tbb, HREFOMRE

ThH 5 EMER I, 1994 K50 TH 200 kF 5 3 28, HEERESOSMEE b, ILIZFED 200 Jk &

EBcoiRY, 2y  OBRBEERERAE SBT3 2 L% s, B, FMO LS T, BUFREE

BE [y bR—2DBFREERS| ¢ LTRZ B~ & 208, AM-BE [1987] °Q, BFREREL [~

DAONMRBERE ] L2, [BUREIIES +% - BEE& 58] & LT, PSRRI 2 1T> T\ 3,

TIT, HBOLDE, BMEEBRELLT, [y br—3x DBRFEBRE |Oftiz, (7oA EES |

EROCIHERVIT> THLD, UTOE: BHFHERICER 3 0o 72,

[SAOJIBET 5 D, FHEHF—5 & UTHIATRER (15 T LA 2R LR, 28, [£A0)

2RO I S8 L TR I E LIBETH, UTOBREHERICA X LTS 472532 L it Ay

27,

7 V2RI, exp[0.005267(2—1)+1.2605) & L, Zhuig, 1970/1Q~1995/1Q iz V> T, SEH0H & RS
L THBONBERER S TR L bDTH 3, 2B, WE VY RIT & 3ROSR, Haya-
shi [191 R/AVII - #rchfty [31, 32] BiToTw 2,

PRI, RERF (FE) 2OV THS L, BEERIIE MM Pt [32] DHEFFTR, 6.3% 1970/
1Q~1995/1Q), 8.8 % (1970/4Q~1978/4Q), 11.3% (1979/1Q~1983/4Q) L% ->Tw3,

16,
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ETFNVOEREML, NT A - ?%’Ji’]@@ﬁ%ﬁ‘o IR EALD, WThORT — — > D&
RELUEZEFAMCBOT D, BREHFBRILORBRBEIFEANTE S (pvalue kEhTh,
0.420, 0.200, 0.371), F/z/tF X — —FEWNIE LV T 5 RERS S BHTX 2V L ORR
2437z (p-value i3, 0.678, 0.158, 0.354). LTz 8o T, ERERTIE A HEEHERD> 5H
Wi 2 &, ©%EHH Ricardian Consumer TH 3 & ¥ 2 EHSHERNCIEHLTE 5. %D,
thiTéniE (B & MEEFEMRS) HEALL, MBREORBEIRIEY /P VHIRCBRESND
Xt s, ' '

K ERTE W (39) ROEHRERCOVTOBEEERRS (K1), 7 A-FK
SRR T L T TV OBEREEOREERE S5 L, EEFESRILTSLD
RIS, 20% OBEAETERTE R (pvalue=0.268) Zrh b, EFVEEHLL
2219 Rz, 8T A—FEFITEL T, R LFRRD 388 —VIZDWTET VORERTTS &,
¥, k=0l T, ERERFEHOLEE LEKRC, EREGORERHS, /87 A—
5 S5 OIS b BHIT & BV (ZR RO p-value i3, 0.393, 0.993), L7c#s>T, MB
B ERTI LTV ARHRBHCHEELR L EAZOMEY L VR B —F, 7=0 OFIKIER
Uiz e F L OEEEER 1% OBEARETEH S KL (p-value=0.000), EFNVHEHZHEE
ANl (BE DT X —F bFBEBEERIT LA EH LTwin), MR, 97X —FHIbIE
HA R (p-value=0.000), THFRIEAOLBE L IR IBRCE ol k=71=0 OHHKI
wBIL T b EREOERERE WS, Likso T, BERFIEAWEHETTR, 7=037+0,k=02°
HEHICER TX 5, D% VD, 60% MOKZ Ricardian Consumer &% 2 5h 5%, B 40%
BORNBRHREGEZ I T oL, PraE (B X CEEFSES) BEEFEDIND
Trickd, koT, HERER, REMEKE2ILRE2EL LERNRHR @K
ZEAFREE>HER) 2Ol kicikb,

Db, SO Y R REESTICHE LBRC O TEELLY, IhoOBRE,
MUY ROEER TS AR TH S (E28R). Tkbb, HEHINLREEMN O
hExIERRBEVEAONE DOO, OERAFRIIZAVLBE I, £KFHD Ricardian
Consumer TH % (k=7=0), QFERFIEBVIBET, 60% MOKEHI Ricardian Con-
sumer T, &Y 40% FOKETHHEMEFHKI LRI TS (7r 0.39%0, k= 0), L DHEEHER &
B35,

Dk, é%ﬁfﬁﬂ’%}?ﬂwmﬁﬁ&JFW?U%H%:?JE*E%mk% BRRBOREYET
25, RCBRRIEY, HECEHMES %i?‘%’%%k i, ﬁﬁﬁ%ﬂfrﬁ%ﬁb‘tm%&m
BLTREEGREEONEEAOEEIML, REMEHKERZY 2 FEHE BV TR AL FTED
SEMY, THEThOBERE LTETFoNS, Lido>T, MEIMERKI R R R RETHER
CEETNE, MRETLASFEOSEHNE L 328 - 2L VES (DB 5A, ALY
FEBOBMME L ST VLREIE 2T 2RHEEEET 5 bOTREW), —7, kR 2%
F AR ORFELHED HEBAE S pERBEE, HRLTASHEOB S B A7V
R BBV DB, B 11, ZAHT TR M L TARFEO 1990 FREBY BT
19 ERF % H L BEOEESH OREHER 17 % (F%) &, ERERFIZAVCIBED 8.7 %02 HFE 2

>TWw3, BEOMITIR, ERIERVLSic R4S 5awied, SR T2 5080,
#12, Hayashi [19] i@ X 3ER T — 7 2RV IzREO ST (1948~1978 ) T, EBEFFERIZ17% (F
;) LEHANTWS, &8, S(i=12234) 2T, 21 HEHO S BHEREEZHI L ToRWnix-
»ix, iﬂhxﬁﬂ@w(ﬁ%tte‘c'«)% S OBFEREREI L TRV EIZDOWTIR, (12) ROo%A
B DRE(L IR EREE S 1) wRIESH 3 2 L2 RBL TWE00b Lhav, %, HNfE

BREIREEE 1 BRI IS D R 2w & D —REOR R BRIV 3 2 EBEE LY, ZRIZDWTRSHD
BEE L2,
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B30, MEROERTIOB S5 6HABNS DI, O 4 MERICHINL, 51 /ML
PFBECINFUNEEE, QB2 - BIMWEBCB TS/ VT VLLREIE, O2ETH
5. TLT, OO, MBI ERT 2 K OWBETIET 2 BEIERVIDE 4 - 5
INFHOBE CEINTOIRRES D5 2 Lk, $72, QDA RBESIKEZT 2w

FEtBOOSERECHEET 52 L, 2ZhTRTLTL

3. =7, HEETASFBOZHRE

£1 HEBEHOHIHER (GMM i & 5 H#E)
—ZERO VY FERFRDOY —X—

r 8 s s s S 3 k x R? S.E |D:W.| LR
(38) & | 0.021 | 0.981 | — - - — ] 021 | 0.34 | 2.65 | 0.997 | 0.034 | 2.33 | —
HiHIHEL | (0.008) | (0.008) (0.149) (0.920) | {2}
\ [0.266]
(38) X | 0.022 00980 | — - - — 0.20 0 2.82 | 0.997 | 0.034 | 2.37 | 0.17
k=0 |(0.007)](0.007) (0.145) {3} .
, ’ [0.420] [0.678]
(38) =& | 0.022 | 0.979 | — - - — o | 016 | 463 |0.997 | 0.037 | 2.42 | 1.8
7=0 {(0.006) | (0.006) 0.607) | {3} {1}
[0.200] [0.158]
(38) &% | 0.022 | 0.978 | — — - — 0 0 4.72 | 0.997 | 0.037 | 2.44 | 2.07
k=m=0 {(0.005) | (0.005) ) {4} o {2}
) [0.317] ' [0.354]
(39) & 1 0.040 | — |-0.127) 0.298 | 0.073 | 0.199 | 0.37 | —0.00 | 5.19 | 0.976 | 0.109 | 2.56 | —
HFEL ((0.018)] 7 1(0.077) | (0.117) | (0.054) | (0.099) | (0.049) | (0.261) | {4}
[0.268]
(39) & [ 0.040 | — |—0.117{ 0.298-] 0.073 | 0.200 | 0.37 0 5.19 | 0.976 | 0.108 | 2.56 | 0.00
k=0 }(0.016) (0.077) [ (0.117) | (0.054) | (0.099) | (0.048) {5} {1}
‘ \ [0.393] [0.993]|
(39) & [-0.019] — | 0.368 [—0.510|—0.510|—0.636| o0 0.18 | 27.13 | 0.928 | 0.203 | 2.12 | 21.94
=0 |(0.002) (0.041) | (0.068) | (0.060) | (0.071) 0.132)| {5} {1
[0.000] [0.000]
(39) & |-0.018] — | 0.335 |—0.450{—0.465|—0.572]° o0 0 | 28.65|0.942|0.179 | 2.15 | 23.45
k=r=0|(0.002) (0.032) | (0.050) | (0.049) { (0.053) {6} {2
1 10.000} [0.000]
(FE1) #EHEREDZ, Wb 1971/1Q~1995/1Q.
HE2) #EHIF7A—FTO () NOKFizEkme,
FE3) 21, %Twwﬁﬁéﬁéﬁif5tb@fm#§%§TUrxb){}muamﬁJ]w
if p-value 2 2 hZFh &,
(E4) LRIZ, /85 A— 7%‘]%’3@7&&1:@4&%@%%?,
(A HER L EFVOBETRERRET 2 2R \
NI AT HREL DETNVOEREGERET 5 P HEHE) XY A
REELI-LD, ZORERZ, HRE=SEE L oM.
{ Y B, [ 17 pvalue 2 2hZhs,
(E5) FERFIZBWI-#HTI, ﬁﬁlﬁk 44(@%%]*&55%}Eﬁbﬁﬁ'+ %7, BEEOEMMATR
B—4 R I8E U THEET,
(FE6) (38) ROHFHER L - BIEE S :

EHCR, cios, ydi-z, Ge-2, We-z, Bis (Wﬁlié'f?ﬁﬁ%ﬁm
(39) ROMEHTHER L1 BIET R :
EBH, Cis, Cts, Ydi-2, ydi-s, Ge-z, Geos, We-2, We-3, Bi—z, Be-s (PRI LETERTN)

* COROHENT A —F 3L ETH Y, EREHREROEBERED: DI, BEERERES BLE
B5. =7, (39) ROMWFH T A~ R THETH D00, BELHIRIESELECRY, (38) OB
Bty P CEREERO 3 PR EML 72,
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2 NEREROHESHER (GMM & 35
—ZEBO VR EBRELE —A—
7 8 St S 53 S b 4 k 2 R S.E. | D.W. LR
38) & |0.017 | 0.979 | — — - — | 013 | 0.23 | 2.78 {0915 ] 0.007 | 2.38 [ —
#i#E L | 0.006) | (0.006) (0.118) | (0.684) | {2}
[0.248]
(38) 3% | 0.018 | 0.978 | — — - — {013 0 2.91 | 0.915 | 0.007 | 2.39 | 0.14
k=0 -{(0.006)](0.005) . (0.115) {3} {1}
[0.405} [0.712]
(38) % | 0.016 | 0.979 | — - - - 0 0.33 | 3.95 | 0.900 | 0.007 | 2.42 | 1.17
x=0 |(0.005)}(0.005) (0.626)| {3} n
] {0.266] [0.279]
(38) & | 0.016 | 0.978 |  — - — — 0 0 4.29 | 0.899 | 0.007 | 2.45 | 1.51
k=7=0 |(0.005) | (0.005) ' {4} ‘ {2}
v [0.368]| - {0.471]
(39 =& | 0.034 | — |—0.141] 0.335 | 0.093 | 0.235 | 0.39 | 0.07 | 5.35 | 0.837 | 0.024 | 2.56 | —
HlxogE L |(0.022) (0.103) 1 (0.158) | (0.072) | (0.134) | (0.055) | (0.316) | {4}
' [0.253]
(39) = | 0.03 | — |—0.139] 0.331 | 0.093 | 0.233 | 0.39 0 5.40 | 0.838 | 0.023 | 2.55 | 0.05
£=0 {(0.019) (0.095) } (0.146) | (0.068) | (0.126) | (0.054) {5} {1}
[0.367] [0.818]]
(39) & [—0.027] — | 0.407 |—0.564|-0.582]—0.713] © 0.18 | 17.75 | 0.554 | 0.047 [ 2.19 | 12.38
x=0 [(0.002)| - (0.044) | (0.070) | (0.063) | (0.073) (0.136)| {5} I
’ [0.003} {0.000]
(39) & |—0.028] — | 0.382 {—0.520{—0.548|—0.661) 0 0 | 19.32]0.503]0.043] 2.22 | 13.96
k=m=0 |(0.002) (0.038) | (0.058) | (0.056) | (0.060) {6} 2}
[0.003] [0.001}

) R1oEEZEHE,
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RINDEI& X, 2RFRECBOTEIZ ATV E>TEY, ERFIOBE 5 5HAWAT-DO
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Rezole, Tabb, ABEOBRENREE L HBEHREDA V87 NEBESHE - Lick
5. UL, MENRKICBL Tk, ZRERFIEACLEESE, ERFIEAVES L O
AIRERIRE SR 2. MEOHE, MBBHQEZY 2 REVEELZ L LT 2 BERD
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0% BEET 3 L OFBRIE S h, B REEFHHBEEL 2V LREL TEF AT 2
&, GMM #RHC B 3 ERFHVEH SN B Z Ltk D, EFVEEBEES LY, Lo,
FRF % I HEEHE R S ¥k T % &, MBURFI, Ricardian Consumer 12344 3 & 74 1
BHREBLIzV— b (60% 38) BASMT, FENMESHCER L Tuv s R 2 B OB EY
m—b (0% %) BELCHRESND I L2232, TOL5 1, WIHRERICK S LT
i?%?@ttfu,E%ﬂtﬁ@éntﬁﬁﬁﬁ%w%?%%ﬁ%é%ﬁ%ﬁﬂﬁbfLi
DTV IRPHEZBND. WEHT — 5 2FF L CHIGECEEFTERS L S L7 b SE
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FHC b BL B b3 RETH S S, )
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Chid, ETNVOBEMILDI: DI TETH D, PrHECHEEFERE SR K- 7
FATMRICB TS, ZOREERILPIIDEL BV, BOMEETHS 2 L REETE %
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[ SRR S N T & 72— HT, N VEEC X 2 SRBEISH L ORE(Las,
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