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Introduction. In particular, we now present the results reported by Mitchell and Pierce (2007a) on Page 1.

• We next turn to the data description. Remark 2: It would be appropriate to describe the Consensus economic INC. In other words, why is the panel data reliable?

As a robustness check, we now report in Tables 2 and4 the estimation results we obtained when we used forecasts made in April. In the new Footnote 1, we explain that the results for the other months are not reported, but are available upon request. The results of the robustness checks confirm the results reported in Tables 1 and3. In addition, the results show that the magnitude of the estimated Okun coefficient shows some variation over the year. Below, we summarize some more results based on forecasts made in July.

• We next turn to the econometric methodology and results. I think that the econometric methodology is not sufficiently detailed. Remark 3: The null hypothesis of common constant for all professionals (and for the countries?) is tested but results are not reported. What test is used?

The Hsiao homogeneity test?

Thanks for pointing this out. In the revised version of our paper, we describe the econometric methodology in more detail. Specifically, we now describe on Page 5 that we used an F-test to test for a common constant across all professional forecasters. We present the results of this test in tables in the row entitled "Test statistic: Fixed effects (Fvalue)".

• Remark 4: A model with time fixed effects is estimated but results are not reported. The time stability is however a critical assumption in the model.

Time stability is in fact crucial for our econometric analysis, and we appreciate this comment very much. All tables now include the results of a test on time-fixed effects in the row entitled "Test statistic: Time effects". The results suggest that the time-fixed effects specification is • Remark 5: The results indicate that there is a cross country heterogeneity. Could the authors explain why Okun's coefficient for the UK (Japan) is largest (smallest) in an economic point of view?

Following your suggestions, we have added a discussion of the potential economic forces driving the differences between Okun's coefficients across countries. Our discussion focuses on the role played by differences in labor-market institutions across countries (Page 7). For example, the labor market in the United Kingdom is relatively flexible as compared to the Japanese labor market, and this flexibility may explain why we estimated a large (small) Okun coefficient for the United Kingdom (Japan). Because the magnitude of the estimated Okun coefficient shows some variation over the year (Table 2), we also emphasize that this interpretation should not be stretched too far.

• Remark 6: The linear version of Okun's law is robust but empirical evidence of asymmetries over the business cycle is less clear-cut. I understand the econometric result via gamma but what are the economic explanations of this result?

In the revised version of our paper, we explain on Page 5 that, in economic terms, the coefficient γ renders it possible to trace out how the correlation between the expected rate of change in the unemployment rate and the growth rate of real output differs in times of economic downturns and economic booms. 
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Note:t-statistics in parentheses. *** (**, *) denotes significance at the 1 (5, 10) percent level. [START_REF] Knoester | Okun's Law Revisited[END_REF][START_REF] Kaufman | An International Comparison of Okun's Law[END_REF]and 1999[START_REF] Holmes | Okun's Law, Asymmetries, and Jobless Recoveries in the United States: A Markov-Switching Approach[END_REF], Mitchell/Pearce (2007a) have reported evidence of a significant negative correlation between forecasts of changes in the rate of unemployment and forecasts of the growth rate of real output. They also have found that the expected correlation is significantly lower than the realized correlation implied by the data.

We go beyond the study by Mitchell/Pearce (2007a) in two important respects. First, we report empirical results for the G7 countries. Second, we tested whether professional economists' forecasts reflect asymmetries in Okun's law over the business cycle. Evidence of asymmetries has been reported by [START_REF] Lee | The robustness of Okun's law: Evidence from OECD Countries[END_REF], [START_REF] Harris | Testing for Asymmetry in Okun's Law: A Cross-Country Comparison[END_REF], and [START_REF] Holmes | Okun's Law, Asymmetries, and Jobless Recoveries in the United States: A Markov-Switching Approach[END_REF]. We describe our data in Section 2, and our empirical model in 

Data Description

We used data from survey studies conducted by the Consensus Economic Inc.

The Consensus Economics Forecast (CEF) survey regularly asks professional forecasters about their projection of several financial and macroeconomic variables, including the unemployment rate and the growth rate of real output. Because professional economists' forecasts of the unemployment rate are only available for the G7 countries, we carried out our empirical analyses for Canada, France, Germany, Italy, Japan, the United Kingdom, and the United States.

The CEF data have at least two advantages as compared to other survey data. First, professional economists who participate in the CEF poll do not only take a stance on the direction of the expected change of a macroeconomic variable. Rather, they also forecast the level of a macroeconomic variable. Second, individual forecasts are published together with the name of the employer of a forecaster, implying that it is relatively easy to evaluate the accuracy of a professional economist's forecast. The accuracy of forecasts is likely to have an effect on the reputation of a forecaster. The survey takes place on a monthly basis. In every survey, the professional economists are asked for their forecasts of a large number of economic variables including the yearly growth rate of real output and the average unemployment rate over the year. This implies that uncertainty in forecasts should by highest in January and lowest in December. For instance, for the United States, the standard deviation of forecasts of the unemployment rate in January is more than four times higher as compared to the standard deviation of forecasts made in December. The forecasts made in January, therefore, should give a conservative answer to the question of whether professional economists' forecasts reflect Okun's law. For this reason, and in order to avoid problems due to overlapping forecast horizons, we focus on the forecasts published in January for the respective year. As a robustness check, however, we shall also report in Section 3 the results we obtained when we used the forecasts published in April. Our baseline empirical model is given by the following version of Okun's law [START_REF] Moosa | A Cross-Country Comparison of Okun's Coefficient[END_REF]):

E t,i [u t+1 ] -u t = α + βE t,i [∆y t+1 ] + t,i , (1) 
where α denotes an intercept term, β denotes a slope coefficient, E t,i denotes the forecast of economist i in year t, u t denotes the unemployment rate in year t, ∆y t+1 denotes the growth rate of real output in year t + 1, and t,i denotes a forecaster-specific stochastic disturbance term. Given the empirical support for Okun's law, one would expect α > 0 and β < 0, where β is referred to as the Okun coefficient. A positive value for α can be expected in countries in which the unemployment rate has increased over time. Equation ( 1) is a widely used approximation of Okun's law. This approximation is built on the assumptions that both the natural rate of unemployment and the growth rate of real potential output are constant.

Data on the current unemployment rate, u t , are from Thompson Financial Datastream. 2

Based on realized changes in the unemployment rate and realized growth rates of real output for various countries, the empirical estimates of the Okun coefficient reported by [START_REF] Paldam | How Much Does One Percent of Growth Change the Unemployment Rate? A Study of 17 OECD Countries, 1948 -1985[END_REF], [START_REF] Moosa | A Cross-Country Comparison of Okun's Coefficient[END_REF][START_REF] Freeman | Panel Tests of Okun's Law for Ten Industrial Countries[END_REF] vary roughly between -0.15 and -0.90. 3 If professional economists believe in Okun's law, we should observe that our estimates of the Okun coefficient that are based on expected changes in the unemployment

2 The Mnemonic codes are as follows: Canada (CNOUN015Q), France (FROUN015Q), Germany (BDOUN015Q), Italy (ITOUN015Q), Japan (JPOUN015Q), United Kingdom (UKOUN015Q), United States (USOUN015Q).

3 [START_REF] Okun | Potential GNP: Its Measurement and Significance[END_REF] found a value of β of about -0.30, implying that an increase in the rate of unemployment leads to a more than proportionate change in output. [START_REF] Okun | Potential GNP: Its Measurement and Significance[END_REF] argued that changes in unemployment are associated with changes in labor force participation and capital utilization, which lead to a more than proportional response of output. rate and expected growth rates of real output are of a comparable magnitude.

We estimated Equation (1) as a fixed-effects panel-data model and tested by means of an F-test whether the null hypothesis of a common constant for all participating professional economists cannot be rejected. In case of an insignificant F-test, we used a pooled OLS estimator to estimate Equation (1).

We then proceeded and tested the null hypothesis that the intercept term is constant over time. Because the null hypothesis was rejected for all countries in our sample, we estimated all regressions as a time-fixed effects model. Finally, we tested for asymmetries in Okun's law over the business cycle.

In a recent empirical study, [START_REF] Silvapulle | Asymmetry in Okun's law[END_REF] have analyzed Okun's law using data for the United States and have found evidence in favor of asymmetries. They have reported Okun coefficients of -0.25 and -0.61 with respect to increases and decreases in cyclical output. In order to test whether the CEF forecasts reflect asymmetries, we estimated the following model:

E t,i [u t+1 ] -u t = α + βE t,i [∆y t+1 ] + γI(E t,i [∆y t+1 ])E t,i [∆y t+1 ] + t,i , (2)
where the indicator function I(.) assumes the value one whenever the expected growth rate of real output is below its sample average, and zero otherwise.

In economic terms, the coefficient γ renders it possible to trace out how the correlation between the expected rate of change in the unemployment rate and the growth rate of real output differs in times of economic downturns and economic booms. The magnitude of the Okun coefficient varies considerably across the G7 countries. For example, we estimated the largest (smallest) Okun coefficient of about -0.34 (-0.11) for the United Kingdom (Japan). For Japan this implies that the professional economists expect a fall in the unemployment rate by 0.11 percent if they expect, at the same time, a one percent increase in real output. In his analysis of realized Okun's law for the sample time period [START_REF] Okun | Potential GNP: Its Measurement and Significance[END_REF]-1995[START_REF] Freeman | Panel Tests of Okun's Law for Ten Industrial Countries[END_REF] has found a value of about -0.25 for Japan, which is the lowest out of ten industrialized countries. Also, [START_REF] Moosa | A Cross-Country Comparison of Okun's Coefficient[END_REF] has reported that the value for Japan is the lowest one. He has analyzed the same countries and the same sample period as Freeman, but has extracted the cyclical components of output and the unemployment rate. [START_REF] Moosa | A Cross-Country Comparison of Okun's Coefficient[END_REF] has reported a value of -0.37 for the United Kingdom, which is close to the value -0.34 reported in Table 1. 4 We also used real time data from the Philadelphia Federal Reserve Bank rather than revised data for the unemployment rate. The results, however, are similar to those reported in Table 1 andTable 2. It is tempting to interpret the cross-country heterogeneity in the Okun coefficient in terms of cross-country differences in labor-market structures and institutions. According to [START_REF] Lee | The robustness of Okun's law: Evidence from OECD Countries[END_REF], the relatively small Okun coefficient in the case of Japan can be attributed to substantial institutional rigidity in the Japanese labor market in general and to lifetime job security typical of the Japanese labor market in particular. By the same token, the substantial flexibility of the British labor market may explain the relatively large Okun coefficient of about -0.34 estimated for the United Kingdom. The British labor market is the least regulated one in the European Union [START_REF] Moosa | A Cross-Country Comparison of Okun's Coefficient[END_REF]. The flexibility of the labor market implies that employers can easily reduce (expand) their workforce during an economic downturn (boom). As a result, the correlation between changes in the unemployment rate and the growth rate of real output and, thus, the estimated Okun coefficient is large.

Estimation Results

The results summarized in Table 2 suggest that this labor-market-based interpretation of the cross-country variation of the Okun coefficient should not be stretched too far. The results in Table 2 are based on forecasts made in April. Corroborating the results reported in Table 1, the Okun coefficient has the expected negative sign and is statistically significant in all countries, with Germany being an exception. As compared to the results based on the forecasts made in January, however, the relative magnitude of the coefficients has changed. The Okun coefficient estimated for the United Kingdom is now smaller in absolute terms than the Okun coefficients estimated for Canada, the United States, and France. The smallest Okun coefficient is still the one estimated for Japan. Only the coefficient estimated for Germany is smaller, but this coefficient is not significant.

-Include Table 2 about 3 summarizes the results for the empirical model featuring asymmetries, where the results are based on the forecasts made in January. The Okun coefficient always has the expected negative sign. The coefficient, γ, which captures potential asymmetries, is not significant. Table 4 summarizes the estimation results we obtained when we used the forecasts made in April. Again, the Okun coefficient has the expected negative sign and the coefficient that captures potential asymmetries is not significant. The coefficient γ is significant only in the case of the United States, a result which is in line with the evidence of asymmetries in Okun's law reported by [START_REF] Silvapulle | Asymmetry in Okun's law[END_REF]. However, because the significance of the coefficient depends upon which forecasts (January versus April) we used for estimating the model, the evidence of asymmetries in the case of the United States is not particularly strong.

-Include Tables 3 and4 about here. -

Conclusion

Our results suggest that, for the G7 countries, professional economists' forecasts reflect Okun's law. We found a significant negative relationship between the expected change in unemployment rate and the expected growth rate of real output. While the magnitude of the Okun coefficient shows some variation over the year, the estimated coefficients are significant and largely comparable in size to those found in studies based on realized data. Professional economists, however, do not believe in potential asymmetries of Okun's law over the business cycle. This result may reflect that, while empirical evidence in support of the classic linear version of Okun's law is robust, empirical evidence of asymmetries in Okun's law over the business cycle is less clear-cut and often involves difficult econometric issues concerning the appropriate specification and testing of an empirical model (see, for example, [START_REF] Lee | The robustness of Okun's law: Evidence from OECD Countries[END_REF]. 

  should have a relatively strong incentive to make "good" rather than strategic forecasts.

  our results suggest that, in the G7 countries, professional economists believe in and, thus, adopt the classic linear version of Okun's law to forecast macroeconomic developments.

  give t-statistics in parentheses. *** (**, *) = significant at the 1 (5, 10) percent level.

  give t-statistics in parentheses. *** (**, *) = significant at the 1 (5, 10) percent level.

  give t-statistics in parentheses. *** (**, *) = significant at the 1 (5, 10) percent level.

  give t-statistics in parentheses. *** (**, *) = significant at the 1 (5, 10) percent level.

Table 1 :

 1 Estimation Results for the Baseline Model (July forecasts)

	Country Canada France Germany Italy Japan UK USA	Method Fixed Effects Fixed Effects Fixed Effects Fixed Effects Fixed Effects Pooled OLS Fixed Effects	α .5844*** .6576*** 1.100*** 3.5641*** .3145*** .5597*** -.7767***	(8.88) (3.21) (4.06) (13.81) (3.97) (10.62) (-16.82)	β -.2011*** -.0932 -.0258 -.2123** -.0710*** -.1845*** -.0746***	(-5.57) (-1.54) (-.39) (-2.37) (-4.72) (-7.29) (-2.94)	Observations (No. of groups) 268 (35) 318 (37) 490 (46) 233 (37) 354 (44) 466 (61) 512 (66)	Test statistic: Time effects (F-value) 54.67*** 25.33*** 133.03*** 97.18*** 17.62*** 74.83*** 490.39***	.8388 .6866 .8362 .9239 .5198 .7798	Goodness of Fit .7040 .3440 .9380 .9761 .1928 R 2

Table 2 :

 2 Estimation Results for the Model Featuring Asymmetries (July forecasts)

	Country Canada France Germany Italy Japan UK USA	Method Fixed Effects Fixed Effects Fixed Effects Fixed Effects Fixed Effects Pooled OLS Fixed Effects	-.7863*** .5439*** α .5807*** .6436*** 1.100*** 3.6060*** .3202***	(-15.94) (9.33) (8.22) (3.12) (4.05) (13.52) (3.86)	-.0755*** -.1821*** β -.2014*** -.0889 -.0256 -.2264** -.0721***	(-2.97) (-7.12) (-5.55) (-1.46) (-.38) (-2.45) (-4.56)	.0106 .0060 γ .0027 .0235 -.0158 .0409 .0042	(.55) (.52) (.15) (.84) (-.37) (.64) (.23)	512 (66) 466 (61) Observations (No. of groups) 268 (35) 318 (37) 490 (46) 233 (37) 354 (44)	486.79*** 71.71*** Test statistic: Time effects (F-value) 51.35*** 25.17*** 127.20*** 81.62*** 16.36***	.7800 .8389 .6874 .8362 .9241 .5199	R 2 = .8107 Goodness of Fit .8032 .3369 .9176 .9763 .1919	.9464 .7730 .8157 .6560 .8406 .9379 .4701	Note:t-statistics in parentheses. *** (**, *) denotes significance at the 1 (5, 10) percent level.

(WSJ) reflect Okun's law. Using semiannual data for the United States covering the sample periods

1 1

 1 The results for the other months are not reported, but are available upon request.
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  It is interesting to note that the Okun coefficient we estimated for the United States is somewhat smaller than the coefficients reported in the earlier literature.4 This result is in line with the finding ofMitchell/Pearce (2007a), who have reported that, in the case of the United States, the expected Okun coefficient is lower than the realized value.

	consistent with the magnitude reported by researchers who have analyzed
	the link between realized changes in the unemployment rate and realized
	growth rates of real output. Hence, our estimation results reveal that the
	forecasts made by professional economists for the G7 countries are consistent
	with Okun's law.
	-Include Table 1 about here. -
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	Table 1 summarizes the results for the baseline empirical model without
	asymmetries. All coefficients have the expected sign and are highly sig-
	nificant. The Okun coefficient is negative, and its magnitude is roughly
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Yearly data are used and January is used because uncertainty. What would happen if an other month was used? Have you