Working Paper No. 913
Keep in mind

La serie Borradores de Economia es una publicacién de la Subgerencia de Estudios Econémicos del Banco de la
Republica. Los trabajos son de caracter provisional, las opiniones y posibles errores son responsabilidad
exclusiva del autor y sus contenidos no comprometen al Banco de la Republica ni a su Junta Directiva.

Autor o Editor
Jair N. Ojeda
Oscar Jaulin
Juan C. Bustos

We study the interdependence between real commodity prices and world real GDP using long-term annual data
since 1870, by performing two empirical exercises. First, we compute long-term and medium-term cycles and
measure their degree of synchronization for different leads and lags. Second, we perform several causality tests
in order to better understand the nature of their interdependence. Our results show that GDP and commodity-
price cycles are correlated, and there is evidence of short-term causality between them. However, there is no
evidence of Granger causality from GDP to medium and long term cycles of commodity prices. This finding is
consistent with the technology-based theories of commodity-price cycles. Searching for a supply-side
determinant, we study the interdependence between oil-price and the remaining commodity-price cycles. Our
results imply that oil prices are key drivers of metal price cycles for all fluctuation frequencies.
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