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Many empirical studies find that financial variables possess a predictive power over real
economic activity. To examine this relationship, we adopt two time-series techniques: spectral
analysis and a newly developed method, wavelet analysis. The major innovation of this paper is
to apply wavelet analysis to the investigation of the relationship between various financial
variables and real economic activity. Spectral analysis reports that US industrial production and
financial variables have a common component in the long run and a varying lead-lag
relationship, depending on the cycles. It implies that the relationship between US industrial
production and the financial variables is not constant over time. This result is consistently
confirmed by wavelet analysis. The lead-lag relationship, in the sense of Granger causality,
varies over time, depending on the wavelet time scale.

Published Online: 2003-12-17

©2011 Walter de Gruyter GmbH & Co. KG, Berlin/Boston

https://doi.org/10.2202/1558-3708.1183

Sign up now to receive a 20% welcome discount

Subscribe to our newsletter

Institutional Access

How does access work?

Article

Supplementary Material

Articles in the same Issue

https://doi.org/10.2202/1558-3708.1183
https://www.degruyterbrill.com/publishing/about-us/news-insights/newsletter
https://www.degruyterbrill.com/
https://www.facebook.com/degruyterbrill/
https://www.instagram.com/degruyter_brill/
https://www.linkedin.com/company/de-gruyter
https://bsky.app/profile/degruyterbrill.bsky.social
https://www.youtube.com/@DegruyterBrillPublishers


Our privacy policy

Our cookie policy

Accessibility

General terms and conditions

Legal Notice

Have an idea on how to improve our website?

Please write us.

© 2026 De Gruyter Brill

Downloaded on 14.2.2026 from https://www.degruyterbrill.com/document/doi/10.2202/1558-
3708.1183/html

https://www.degruyterbrill.com/publishing/our-privacy-policy
https://www.degruyterbrill.com/publishing/our-cookie-policy
https://www.degruyterbrill.com/publishing/accessibility
https://www.degruyterbrill.com/publishing/terms-conditions
https://www.degruyterbrill.com/publishing/imprints
https://www.degruyterbrill.com/contactForm?role=other&request=generalInquiry

