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ABSTRACT

Our study examines the impact of US government's stimulus spending on the nation's income. We apply the
VECM model on US data from 1980 to 2020. We also estimate impulse response of our model variables by
giving one standard deviation positive shock to each of our model variables. From our VECM estimates as
well as impulse responses, we find that, while the long-term impact of US fiscal stimulus spending on US
GDP is positive and significant, the short-term effect is insignificant.
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