Online Appendix to “The Dynamic Effects of Personal and
Corporate Income Tax Changes in the United States: Comment”

by Carsten Jentsch and Kurt G. Lunsford

Supplemental Figures and Tables

This appendix provides supplemental figures and tables for “The Dynamic Effects of Personal
and Corporate Income Tax Changes in the United States: Comment” by Carsten Jentsch
and Kurt G. Lunsford.

Figures B.1 and B.2 display the baseline specification used to produce Figures 1 and 2
above, but with 95% confidence intervals from the residual-based moving block bootstrap.

Tables B.1 and B.2 display the results of the Monte Carlo simulations with no censoring,
E(D;) = 0, and with 90% censoring, E(D;) = 0.1, respectively. For T' = 100, proxy variables
of all zero were drawn in 0.16% of the bootstrap replications. When this occurred, the IRF's
were set to positive infinity. For all other sample sizes, it was never the case that the proxy
variables of all zeros were drawn. Finally, there was one simulation where only one non-zero
proxy variables was observed in the first 100 observations. This simulation was discarded.

Table B.3 displays the results of the Monte Carlo simulations with 60% censoring,
E(D;) = 0.4, where the initial impulse of Y7, is normalized to —1.

Table B.4 gives the autocorrelation functions for ﬁgj ), ]@E] )| and (ﬂgj ))2, for j=1,...,n
where n = 7 in the baseline model. The ordering of the variables in this baseline model are
the APITR, the ACITR, the log of the PITB, the log of the CITB, the log of government
spending, the log of GDP divided population, and the log of government debt divided by
the GDP deflator and population.
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Figure B.1: IRFs of a 1% cut in the APITR. Blue lines show the model with the APITR
ordered first, and red diamonds show the model with the ACITR ordered first. Dashed lines
are 95% confidence intervals from the MBB.
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Figure B.2: IRFs of a 1% cut in the ACITR. Blue lines show the model with the APITR
ordered first, and red diamonds show the model with the ACITR ordered first. Dashed lines
are 95% confidence intervals from the MBB.
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Table B.4: Autocorrelations.

Autocorrelations of ugj):

Y RN I ORI
0 1.00 1.00 1.00 1.00 1.00 1.00 1.00
1 -0.01 0.02 0.01 0.00 -0.06 -0.01 -0.01
2 -0.01 -0.05 0.02 0.00 0.01 0.01 -0.08
3 0.02 -0.02 0.00 0.02 -0.03 0.02 -0.03
4 0.06 -0.02 -0.02 -0.16 0.16 -0.08 -0.04
5 -0.08 0.03 -0.16 -0.07 -0.01 -0.08 -0.03
6 -0.02 0.02 0.04 0.02 0.13 0.03 -0.02

Autocorrelations of \ugj) E
1 2 3 4 5 6 7
N S 7 7 1 O O 5 A 4

0 1.00 1.00 1.00 1.00 1.00 1.00 1.00
1 0.26 0.29 0.11 0.06 0.07 0.12 0.30
2 0.06 0.13 0.00 0.00 0.04 0.19 0.08
3 -0.06 0.00 -0.02 0.01 -0.06 0.13 0.09
4 -0.06 0.04 0.20 0.12 0.08 0.12 0.09
5 0.02 -0.03  -0.01 -0.02  -0.10 0.07 0.01
6 0.03 -0.06 0.03 0.14 0.08 0.04 0.09

Autocorrelations of (uij))2:
e @? @®)? @) @2 @)? w®)? (")

1.00 1.00 1.00 1.00 1.00 1.00 1.00
0.19 0.22 0.09 0.05 0.05 0.08 0.18
0.01 0.10 0.02 -0.04 0.00 0.10 0.03
-0.04 -0.01 0.03 -0.03 -0.05 0.04 0.07
-0.05 0.00 0.15 0.10 0.09 0.06 0.09
-0.02 -0.01 -0.02 -0.01 -0.10 0.03 -0.02
-0.02 -0.02 -0.01 0.10 0.01 0.05 0.00

ST W N~ O

Notes: h is the autocorrelation horizon: corr(zy,z;—p) for a given
variable x;. The 95% confidence interval is given by (—0.13,0.13).



