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We studied the effects of unanticipated and antic-
ipated fiscal shocks in the context of a DSGE model for 
Brazil and found the following statements. 

1)	 Fiscal policy shocks have a limited role in explain-
ing business cycles.

2)	 Anticipated shocks account for a relatively small 
share of the total impact of fiscal policy shocks.

3)	 The estimated degree of anticipation of fiscal 
shocks is relatively short, corresponding to one or 
two quarters, depending on the fiscal instrument.

Our conclusion on the limited role of fiscal shocks 
as business cycles drivers is consistent with the previous 
literature, but the other two results differ from those 
found in previous studies, according to which antici-
pated shocks have a large weight in the total impact of  
fiscal policy shocks and the degree of anticipation  
of fiscal shocks could reach up to two years. These dif-
ferences relative to previous studies may be due to two 
main reasons. 

First, we assessed the degree of fiscal shock antic-
ipation that provided the best fit to our data – for all 
fiscal shocks taken together, as well as for each type of 
instrument individually –, through an empirical selection 
scheme based on Bayes Factors, whereas the previous 
literature relied mainly upon degrees of anticipation 
that were fixed in advance, rather than being estimated. 
It is possible that the adoption of empirically-based 

criteria might have led to shorter degrees of anticipa-
tion in other studies as well.

Second, fiscal policy may work differently in Brazil 
than in other countries. More specifically, the legal and 
political process by which the public budget is nego-
tiated and approved in Brazil may lead to relatively 
short time intervals between the announcement of 
“fiscal news” – changes to the fiscal guidelines ini-
tially proposed by the Executive branch – and their 
implementation, thus leading to relatively short degrees 
of anticipation of fiscal shocks.

We also investigated the effects of shock antic-
ipation for a much wider array of fiscal instruments 
than previously considered in the literature. Indeed, 
whereas previous studies only allowed for the anticipa-
tion of shocks to government spending and/or capital 
and labor taxation, we also analyzed important budget 
components such as public investment, employment, 
and transfers. According to our results, shocks to gov-
ernment consumption and lump-sum taxation are antic-
ipated one quarter in advance, while all other shocks 
are anticipated two quarters in advance.


