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Table 1. Nominal wages (Annual Rate of Growth). Descriptive statistics 
The table reports descriptive statistics (means and standard deviations) for the annual rates of growth of nominal wages 

for the three countries (US, Canada and Italy). Nominal wages are considered at both national and industry level (seven 

industries are included: Financials, Leisure, Manufacturing, Trade, Transports and Communications, Utilities, Other 

Services). Series are expressed in national currency. The sample period is Jan 1998: Dec 2004. Source: for US data 

Current Employment Statistics, for Canadian data Survey of Employment, Payrolls and Hours, for Italian data 

Retribuzioni e Lavoro, ISTAT. 

 Mean

 

Std.Dev.  Mean

 

Std.Dev.  Mean

 

Std.Dev.

Trade 0.03 0.02 0.02 0.01 0.03 0.02

Utilities 0.03 0.02 0.02 0.02 0.02 0.02

Transport 0.02 0.02 0.01 0.02 0.02 0.02

Other svs 0.04 0.01 0.02 0.01 0.02 0.02

Manufact 0.03 0.01 0.02 0.02 0.03 0.01

Financial 0.04 0.01 0.02 0.01 0.02 0.01

Leisure 0.03 0.02 0.01 0.04 0.02 0.02

National 0.03 0.01 0.02 0.01 0.02 0.01

USA Canada Italy

Investing 

industries (1) (2) (3)

 
 

Table 2. National and Industry Nominal Wages (Annual Rate of Growth)- Correlations  
The table reports, for each country, contemporaneous correlations between national (rows) and industry (columns) 

specific annual rates of growth of nominal wages. We report the correlations for the overall sample period (1998-2004). 

Source: for US data Current Employment Statistics, for Canadian data Survey of Employment, Payrolls and Hours, for 

Italian data Retribuzioni e Lavoro, ISTAT. 

 

trade util transp other manufact fin leisure

0.67 0.13 -0.15 0.62 -0.33 0.71 0.80

-0.14 -0.42 0.00 0.73 0.50 0.38 0.55

0.01 0.38 0.38 0.18 0.73 0.27 0.31

USA

Canada

Italy

 
 

Table 3. Nominal stock returns (annual). Descriptive statistics  
The table reports descriptive statistics of annual stock indices in local currency for country based indices stock returns 

where ten destination countries -Canada, France, Germany, Italy, Japan, Netherlands, Sweden, United Kingdom, United 

States, Rest of the World - are considered. The sample period is Jan 1998- Dec 2004.  Source: Datastream Stock Indices.  

Equity Market  Mean

 

Std.Dev.

Canada 0.12 0.25

France 0.13 0.26

Italy 0.06 0.37

Japan 0.05 0.20

Netherlands 0.13 0.36

Sweden 0.07 0.20

UK 0.08 0.20

US 0.07 0.27

Germany 0.14 0.29

Rest of World 0.03 0.26  



 25

Tables 4. US optimal portfolios 
The table reports optimal equity portfolio shares invested in 10 equity indexes (by rows) by an investor living in the US 

and working in one of the seven industries (by columns). The last row in each portfolio represents the share invested in 

risk free assets. In each panel, the first seven columns report the optimal equity portfolio suitable to hedge both the 

national inflation risk and the industry-specific labor income risk while the eighth column reports the optimal equity 

portfolio suitable to hedge the national inflation risk and the national average labor income risk. The last column reports, 

for comparison, the market share for each destination country (i.e. the value weighted portfolio efficient in absence of 

background risk). Panel a) of each table reports the optimal equity portfolio composition derived considering all the 

estimated coefficients, while panel b) reports only significant coefficients (at 10% confidence level). 

 

 

trade util transp other manufact fin leisure
national 

unrestricted

national 

restricted

market 

share

Ca 0,24 0,30 0,14 0,08 0,04 0,13 0,25 0,12 0,15 0,03

Fr 0,12 0,22 0,22 -0,05 0,29 0,18 0,06 0,13 0,04 0,05

It -0,04 -0,07 -0,08 0,16 -0,10 0,10 0,11 0,06 0,09 0,02

Jp 0,10 0,19 0,08 0,17 0,04 0,12 0,14 0,12 0,15 0,11

Nl -0,01 0,04 0,39 -0,04 -0,15 -0,22 0,03 -0,10 0,02 0,02

Sw -0,12 -0,35 0,07 -0,07 0,06 -0,10 -0,15 -0,07 -0,07 0,01

UK 0,16 -0,13 0,11 0,05 0,19 0,18 -0,06 0,14 0,05 0,09

US 0,30 0,44 0,36 0,32 0,50 0,30 0,28 0,34 0,32 0,42

Ge 0,09 0,30 -0,27 0,09 -0,12 0,01 0,09 0,01 0,04 0,04

Rest 0,17 0,10 0,08 0,23 0,21 0,27 0,21 0,23 0,20 0,22

T-bill 0,00 -0,05 -0,11 0,04 0,04 0,02 0,01 0,02 0,02 -

trade util transp other manufact fin leisure
national 

unrestricted

national 

restricted

market 

share

Ca 0,24 0,30 0,14 0,08 0,04 0,13 0,25 0,12 0,15 0,03

Fr 0,17 0,17 0,17 -0,05 0,29 0,17 0,17 0,14 0,04 0,05

It -0,02 -0,02 -0,02 0,16 -0,10 0,10 0,11 0,06 0,09 0,02

Jp 0,11 0,19 0,11 0,18 0,05 0,11 0,11 0,12 0,16 0,11

Nl 0,02 0,02 0,36 0,02 -0,17 -0,24 0,02 -0,10 0,02 0,02

Sw -0,10 -0,33 0,09 -0,05 0,08 -0,08 -0,13 -0,05 -0,05 0,01

UK 0,09 -0,15 0,09 0,09 0,16 0,09 -0,08 0,09 0,09 0,09

US 0,30 0,38 0,38 0,32 0,50 0,30 0,28 0,34 0,32 0,42

Ge 0,09 0,30 -0,27 0,09 -0,12 -0,04 0,09 -0,01 0,04 0,04

Rest 0,22 0,12 0,10 0,22 0,22 0,28 0,22 0,24 0,22 0,22

T-bill -0,09 0,02 -0,15 -0,06 0,05 0,17 -0,05 0,04 -0,07 -

a) USA (all coefficients)

b) USA (statistically significant coefficients)
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Tables 5. Canada optimal portfolios 
This table reports the optimal equity portfolios shares invested in 10 equity indexes (by rows) by an investor living in 

Canada and working in one of the seven industries (by columns). Otherwise the table is the same as Table 4. 

 
 

trade util transp other manufact fin leisure
national 

unrestricted

national 

restricted

market 

share

Ca 0,14 0,24 0,21 0,07 0,16 0,00 0,10 0,10 0,09 0,03

Fr -0,08 -0,10 0,00 -0,03 0,17 -0,11 -0,62 -0,04 -0,02 0,05

It 0,15 0,16 0,20 0,28 0,06 0,11 1,06 0,22 0,19 0,02

Jp 0,20 0,19 0,21 0,22 0,14 0,15 0,42 0,20 0,19 0,11

Nl 0,10 -0,03 -0,31 -0,30 -0,12 -0,08 -0,86 -0,19 -0,14 0,02

Sw -0,10 -0,16 -0,13 -0,10 -0,11 0,07 -0,29 -0,09 -0,08 0,01

UK -0,12 0,00 0,16 -0,12 0,06 0,21 -0,29 -0,02 0,01 0,09

US 0,30 0,09 0,27 0,56 0,37 0,38 0,45 0,42 0,39 0,42

Ge 0,10 0,31 0,19 0,14 0,02 0,00 0,49 0,11 0,09 0,04

Rest 0,24 0,24 0,21 0,24 0,21 0,18 0,40 0,23 0,22 0,22

T-bill 0,07 0,06 -0,01 0,05 0,03 0,09 0,13 0,06 0,06 -

trade util transp other manufact fin leisure
national 

unrestricted

national 

restricted

market 

share

Ca 0,14 0,24 0,21 0,10 0,16 0,00 0,10 0,11 0,10 0,03

Fr 0,05 0,05 0,05 0,05 0,24 0,05 -0,54 0,05 0,05 0,05

It 0,18 0,18 0,18 0,28 0,06 0,18 1,06 0,24 0,18 0,02

Jp 0,20 0,20 0,20 0,20 0,20 0,20 0,42 0,21 0,20 0,11

Nl 0,20 0,02 -0,20 -0,19 0,02 0,02 -0,76 -0,08 0,02 0,02

Sw -0,09 -0,09 -0,09 -0,09 -0,09 0,07 -0,29 -0,08 -0,09 0,01

UK -0,04 0,09 0,24 -0,04 0,09 0,29 0,09 0,06 0,09 0,09

US 0,33 0,09 0,33 0,56 0,33 0,33 0,33 0,41 0,39 0,42

Ge 0,11 0,31 0,11 0,11 0,11 0,11 0,49 0,14 0,11 0,04

Rest 0,22 0,22 0,22 0,22 0,22 0,22 0,40 0,23 0,22 0,22

T-bill -0,31 -0,30 -0,24 -0,19 -0,34 -0,47 -0,31 -0,29 -0,26 -

a) Canada (all coefficients)

b) Canada (statistically significant coefficients)
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Table 6. Italy optimal portfolios 
This table reports the optimal portfolio shares invested in 10 equity indexes (by rows) by an investor living in Italy and 

working in one of the seven industries (by columns). Otherwise the table is the same as Tables 4 and 5. 

 

 

trade util transp other manufact fin leisure
national 

unrestricted

national 

restricted

market 

share

Ca 0.07 0.22 0.21 0.04 0.14 0.03 0.23 0.09 0.11 0.03

Fr -0.14 0.19 -0.09 0.01 0.07 0.22 -0.06 0.03 0.01 0.05

It -0.04 -0.18 -0.04 -0.04 -0.04 -0.19 -0.02 -0.07 -0.01 0.02

Jp 0.16 0.08 0.14 0.13 0.11 0.05 0.08 0.11 0.11 0.11

Nl 0.02 0.00 0.00 -0.07 -0.14 -0.11 -0.06 -0.07 -0.14 0.02

Sw -0.08 -0.03 0.01 -0.05 -0.02 0.04 0.03 -0.02 -0.03 0.01

UK 0.25 0.00 -0.14 0.26 0.20 0.33 -0.15 0.20 0.11 0.09

US 0.54 0.51 0.46 0.52 0.47 0.57 0.47 0.51 0.50 0.42

Ge 0.08 0.14 0.25 0.00 0.06 -0.05 0.26 0.05 0.14 0.04

Rest 0.23 0.05 0.10 0.23 0.12 0.13 0.08 0.17 0.16 0.22

T-bill -0.09 0.03 0.12 -0.04 0.03 -0.02 0.16 0.00 0.04 -

trade util transp other manufact fin leisure
national 

unrestricted

national 

restricted

market 

share

Ca 0.03 0.20 0.20 0.03 0.12 0.03 0.21 0.08 0.09 0.03

Fr 0.05 0.05 0.05 0.05 0.05 0.26 0.05 0.08 0.05 0.05

It 0.02 -0.17 0.02 0.02 0.02 -0.18 0.02 -0.01 0.02 0.02

Jp 0.11 0.11 0.11 0.11 0.11 0.11 0.11 0.11 0.11 0.11

Nl -0.07 -0.07 -0.07 -0.07 -0.07 -0.07 -0.07 -0.07 -0.07 0.02

Sw 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01

UK 0.09 0.09 -0.17 0.09 0.09 0.30 -0.19 0.09 0.09 0.09

US 0.42 0.42 0.42 0.51 0.42 0.56 0.42 0.47 0.49 0.42

Ge 0.12 0.12 0.25 0.12 0.12 -0.05 0.12 0.10 0.12 0.04

Rest 0.22 0.06 0.11 0.22 0.13 0.14 0.09 0.17 0.17 0.22

T-bill 0.00 0.18 0.08 -0.08 0.00 -0.10 0.22 -0.02 -0.07 -

a) Italy (all coefficients)

b) Italy (statistically significant coefficients)
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Table 7a. Hedging components by US investing industries 
This table reports, for each US investing industry, the labor and inflation hedging components. Columns 1 – 7 report the 

labor income hedging component at industry level. Column 8 reports the labor hedging component in the unrestricted 

national portfolio. Column 9 reports the inflation hedging component which is common to all industries. In the last 

column the total (labor plus inflation) hedging component for the national unrestricted portfolio is reported. Panel a) in 

each table considers portfolios where all coefficients are considered while panel b) considers portfolios where only 

statistically significant coefficients (at 10% confidence level) are considered. Minimum and maximum figures are in bold 

face (for panel  b) only values deriving from significant coefficients are considered). 

 

 

trade util transp other manufact fin leisure nat. unrestr.

Ca 0.16 0.22 0.07 0.00 -0.04 0.06 0.18 0.05 0.05 0.24

Fr -0.04 0.05 0.05 -0.22 0.12 0.01 -0.10 -0.04 0.12 0.18

It -0.02 -0.05 -0.06 0.18 -0.08 0.12 0.13 0.08 -0.05 -0.02

Jp 0.00 0.08 -0.02 0.07 -0.06 0.02 0.04 0.02 -0.01 0.02

Nl -0.05 0.00 0.35 -0.08 -0.19 -0.26 -0.01 -0.15 0.02 -0.02

Sw -0.12 -0.34 0.08 -0.06 0.07 -0.09 -0.14 -0.06 -0.02 -0.18

UK 0.05 -0.24 0.00 -0.06 0.08 0.07 -0.17 0.03 0.02 -0.02

US -0.09 0.06 -0.02 -0.06 0.12 -0.08 -0.10 -0.04 -0.04 -0.11

Ge 0.13 0.34 -0.23 0.13 -0.08 0.05 0.13 0.05 -0.08 -0.01

Rest -0.02 -0.10 -0.12 0.03 0.01 0.07 0.02 0.03 -0.02 -0.06

trade util transp other manufact fin leisure nat. unrestr.

Ca 0.16 0.22 0.07 - -0.04 0.06 0.18 0.05 0.05 0.09

Fr - - - -0.22 0.12 - - -0.03 0.12 0.09

It - - - 0.18 -0.08 0.12 0.13 0.08 -0.05 0.04

Jp - 0.08 - 0.07 -0.06 - - 0.01 - 0.01

Nl - - 0.35 - -0.19 -0.26 - -0.12 - -0.12

Sw -0.12 -0.34 0.08 -0.06 0.07 -0.09 -0.14 -0.06 - -0.06

UK - -0.24 - - 0.08 - -0.17 0.01 - 0.01

US -0.09 - - -0.06 0.12 -0.08 -0.10 -0.04 -0.04 -0.08

Ge 0.13 0.34 -0.23 0.13 -0.08 - 0.13 0.03 -0.08 -0.04

Rest - -0.10 -0.12 - - 0.07 - 0.02 - 0.02

a) USA (all coefficients)

b) USA (statistically significant coefficients)

Labor Hedge

Labor Hedge

Infl 

Hedge

Tot 

Hedge

Infl 

Hedge

Tot 

Hedge
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Table 7b. Relative hedging components by US investing industries 
This table reports, for each US investing industry, the relative weight of the labor and inflation hedging component: it 

contains the same figures as in table 7a scaled by the market share of the destination country. Panel a) in each table 

considers portfolios where all coefficients are considered while panel b) considers portfolios where only statistically 

significant coefficients (at 10% confidence level) are considered. Minimum and maximum ratios are in bold face (for 

panel  b) only ratios corresponding to significant coefficients are considered). 

 

 

Infl Hedge Tot Hedge

trade util transp other manufact fin leisure nat. unrestr. MS MS

Ca 5.36 7.36 2.25 0.05 -1.28 1.97 5.90 1.58 1.53 7.87

Fr -0.97 1.18 1.13 -4.81 2.73 0.15 -2.29 -0.82 2.72 3.93

It -0.89 -2.01 -2.52 7.46 -3.11 4.95 5.44 3.19 -1.89 -0.95

Jp -0.03 0.78 -0.18 0.64 -0.56 0.17 0.36 0.14 -0.05 0.21

Nl -2.67 -0.20 17.80 -4.35 -9.87 -13.51 -0.52 -7.65 1.26 -1.09

Sw -10.62 -30.91 7.18 -5.58 6.14 -8.01 -12.52 -5.24 -1.76 -16.26

UK 0.55 -2.73 0.04 -0.67 0.90 0.84 -1.93 0.31 0.28 -0.26

US -0.21 0.15 -0.06 -0.14 0.28 -0.18 -0.24 -0.09 -0.10 -0.26

Ge 3.57 9.72 -6.43 3.78 -2.30 1.31 3.80 1.48 -2.15 -0.39

Rest -0.10 -0.47 -0.54 0.16 0.05 0.32 0.08 0.14 -0.09 -0.27

Infl Hedge Tot Hedge

trade util transp other manufact fin leisure nat. unrestr. MS MS

Ca 5.36 7.36 2.25 - -1.28 1.97 5.90 1.57 1.53 3.10

Fr - - - -4.81 2.73 - - -0.73 2.72 1.98

It - - - 7.46 -3.11 4.95 5.44 3.42 -1.89 1.53

Jp - 0.78 - 0.64 -0.56 - - 0.07 - 0.07

Nl - - 17.80 - -9.87 -13.51 - -6.23 - -6.23

Sw -10.62 -30.91 7.18 -5.58 6.14 -8.01 -12.52 -5.24 - -5.24

UK - -2.73 - - 0.90 - -1.93 0.07 - 0.07

US -0.21 - - -0.14 0.28 -0.18 -0.24 -0.09 -0.10 -0.19

Ge 3.57 9.72 -6.43 3.78 -2.30 - 3.80 0.97 -2.15 -1.18

Rest - -0.47 -0.54 - - 0.32 - 0.10 - 0.10

a) USA (all coefficients)

b) USA (statistically significant coefficients)

(Labor Hedge)/MS

(Labor Hedge)/MS
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Table 8a. Hedging components by Canadian investing industries 
Table 8a reports, for each Canadian investing industry, the labor and inflation hedging component. Otherwise the table is 

the same as Table 7a. 

 

 

trade util transp other manufact fin leisure nat. unrestr.

Ca 0.04 0.14 0.11 -0.04 0.06 -0.10 0.00 0.00 0.07 0.07

Fr -0.06 -0.08 0.02 -0.01 0.20 -0.08 -0.59 -0.01 -0.07 -0.09

It -0.03 -0.02 0.01 0.10 -0.12 -0.07 0.87 0.04 0.16 0.20

Jp 0.00 0.00 0.02 0.02 -0.05 -0.05 0.23 0.00 0.09 0.09

Nl 0.19 0.05 -0.22 -0.21 -0.03 0.00 -0.78 -0.10 -0.10 -0.21

Sw -0.02 -0.07 -0.04 -0.01 -0.02 0.16 -0.20 0.00 -0.10 -0.10

UK -0.13 0.00 0.15 -0.12 0.05 0.20 -0.30 -0.03 -0.08 -0.11

US -0.03 -0.24 -0.06 0.22 0.04 0.05 0.12 0.09 -0.09 0.00

Ge -0.01 0.20 0.08 0.02 -0.09 -0.12 0.38 0.00 0.08 0.08

Rest 0.03 0.02 0.00 0.02 0.00 -0.03 0.19 0.02 0.00 0.01

b) Canada (statistically significant coefficients)

trade util transp other manufact fin leisure nat. unrestr.

Ca 0.04 0.14 0.11 - 0.06 -0.10 - 0.01 0.07 0.08

Fr - - - - 0.20 - -0.59 0.01 - 0.01

It - - - 0.10 -0.12 - 0.87 0.06 0.16 0.21

Jp - - - - - - 0.23 0.01 0.09 0.10

Nl 0.19 - -0.22 -0.21 - - -0.78 -0.10 - -0.10

Sw - - - - - 0.16 -0.20 0.01 -0.10 -0.09

UK -0.13 - 0.15 -0.12 - 0.20 - -0.02 0.00 -0.02

US - -0.24 - 0.22 - - - 0.07 -0.09 -0.02

Ge - 0.20 - - - - 0.38 0.02 0.08 0.10

Rest - - - - - - 0.19 0.01 - 0.01

a) Canada (all coefficients)

Labor Hedge Tot 

Hedge

Labor Hedge
Infl Hedge

Tot 

Hedge

Infl Hedge
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Table 8b. Relative hedging components by Canadian investing industries 
Table 8b reports, for each Canadian investing industry, the relative weight of the labor and inflation hedging component: 

it contains the same figures as in table 8a but scaled by the market share of the destination country. Otherwise the table is 

the same as Table 7b. 

 

 

Infl Hedge Tot Hedge

trade util transp other manufact fin leisure nat. unrestr. MS MS

Ca 1.40 4.54 3.71 -1.19 1.93 -3.28 -0.11 0.03 2.38 2.41

Fr -1.26 -1.66 0.48 -0.15 4.32 -1.82 -12.96 -0.33 -1.58 -1.90

It -1.26 -0.75 0.58 4.04 -4.84 -2.97 35.42 1.65 6.42 8.06

Jp 0.02 -0.03 0.15 0.20 -0.48 -0.45 2.10 0.03 0.80 0.83

Nl 9.54 2.79 -11.45 -10.95 -1.61 0.15 -39.97 -5.26 -5.38 -10.64

Sw -1.39 -6.65 -3.92 -1.05 -1.94 15.05 -18.20 -0.07 -9.22 -9.28

UK -1.46 -0.03 1.75 -1.43 0.61 2.31 -3.48 -0.35 -0.93 -1.27

US -0.07 -0.57 -0.14 0.53 0.08 0.12 0.29 0.20 -0.21 -0.01

Ge -0.33 5.56 2.13 0.68 -2.54 -3.30 10.67 -0.06 2.23 2.17

Rest 0.12 0.11 0.00 0.10 -0.02 -0.16 0.86 0.08 -0.01 0.07

b) Canada (statistically significant coefficients)

Infl Hedge Tot Hedge

trade util transp other manufact fin leisure nat. unrestr. MS MS

Ca 1.40 4.54 3.71 - 1.93 -3.28 - 0.45 2.38 2.82

Fr - - - - 4.32 - -12.96 0.20 - 0.20

It - - - 4.04 -4.84 - 35.42 2.28 6.42 8.70

Jp - - - - - - 2.10 0.11 0.80 0.92

Nl 9.54 - -11.45 -10.95 - - -39.97 -4.98 - -4.98

Sw - - - - - 15.05 -18.20 1.27 -9.22 -7.95

UK -1.46 - 1.75 -1.43 - 2.31 - -0.28 - -0.28

US - -0.57 - 0.53 - - - 0.17 -0.21 -0.04

Ge - 5.56 - - - - 10.67 0.65 2.23 2.88

Rest - - - - - - 0.86 0.05 - 0.05

a) Canada (all coefficients)

(Labor Hedge)/MS

(Labor Hedge)/MS
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Table 9a. Hedging components by Italian investing industries 
Table 9a reports, for each Italian investing industry, the labor and inflation hedging component. Otherwise the table is 

the same as Tables 7a and 8a. 

 

 

trade util transp other manufact fin leisure nat. unrestr.

Ca 0.03 0.17 0.17 0.00 0.09 -0.02 0.18 0.05 0.02 0.06

Fr -0.14 0.19 -0.10 0.01 0.07 0.21 -0.06 0.03 -0.04 -0.02

It -0.05 -0.19 -0.05 -0.05 -0.06 -0.20 -0.04 -0.08 -0.01 -0.09

Jp 0.06 -0.01 0.04 0.03 0.02 -0.05 -0.01 0.02 -0.01 0.00

Nl 0.09 0.07 0.07 0.01 -0.07 -0.04 0.01 0.00 -0.09 -0.09

Sw -0.08 -0.04 0.01 -0.05 -0.02 0.04 0.03 -0.02 -0.01 -0.03

UK 0.13 -0.12 -0.26 0.14 0.08 0.21 -0.27 0.08 0.03 0.12

US 0.10 0.07 0.02 0.08 0.03 0.13 0.03 0.07 0.02 0.09

Ge -0.05 0.02 0.13 -0.13 -0.06 -0.18 0.13 -0.07 0.09 0.01

Rest 0.02 -0.16 -0.11 0.02 -0.08 -0.08 -0.13 -0.04 -0.01 -0.05

b) Italy (statistically significant coefficients)

trade util transp other manufact fin leisure nat. unrestr.

Ca - 0.17 0.17 - 0.09 - 0.18 0.05 - 0.05

Fr - - - - - 0.21 - 0.04 - 0.04

It - -0.19 - - - -0.20 - -0.04 - -0.04

Jp - - - - - - - - - -

Nl - - - - - - - - -0.09 -0.09

Sw - - - - - - - - - -

UK - - -0.26 - - 0.21 -0.27 - - -

US - - - 0.08 - 0.13 - 0.05 - 0.05

Ge - - 0.13 - - -0.18 - -0.02 0.09 0.07

Rest - -0.16 -0.11 - -0.08 -0.08 -0.13 -0.05 - -0.05

a) Italy (all coefficients)

Labor Hedge

Labor Hedge
Infl Hedge

Tot 

Hedge

Infl Hedge
Tot 

Hedge
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Table 9b. Relative hedging components by Italian investing industries 
Table 9b reports, for each Italian investing industry, the relative weight of the labor and inflation hedging component: it 

contains the same figures as in table 9a but scaled by the market share of the destination country. Otherwise the table is 

the same as Table 7b and 8b. 

 

 

Infl Hedge Tot Hedge

trade util transp other manufact fin leisure nat. unrestr. MS MS

Ca 0.84 5.66 5.50 -0.11 2.99 -0.54 6.05 1.51 0.60 2.11

Fr -3.03 4.12 -2.12 0.19 1.53 4.72 -1.34 0.61 -0.97 -0.36

It -2.06 -7.87 -2.14 -2.11 -2.26 -8.29 -1.50 -3.24 -0.49 -3.73

Jp 0.57 -0.13 0.37 0.31 0.17 -0.46 -0.11 0.16 -0.13 0.03

Nl 4.70 3.70 3.52 0.29 -3.42 -2.03 0.41 -0.08 -4.73 -4.81

Sw -7.64 -3.34 0.48 -4.47 -2.18 3.79 2.66 -2.24 -0.75 -2.99

UK 1.52 -1.40 -3.00 1.62 0.94 2.48 -3.16 0.98 0.37 1.35

US 0.24 0.17 0.04 0.20 0.06 0.32 0.06 0.17 0.04 0.21

Ge -1.32 0.46 3.59 -3.60 -1.82 -4.94 3.73 -2.11 2.49 0.39

Rest 0.10 -0.72 -0.50 0.11 -0.39 -0.35 -0.59 -0.18 -0.04 -0.23

b) Italy (statistically significant coefficients)

Infl Hedge Tot Hedge

trade util transp other manufact fin leisure nat. unrestr. MS MS

Ca - 5.66 5.50 - 2.99 - 6.05 1.51 - 1.51

Fr - - - - - 4.72 - 0.81 - 0.81

It - -7.87 - - - -8.29 - -1.51 - -1.51

Jp - - - - - - - - - -

Nl - - - - - - - - -4.73 -4.73

Sw - - - - - - - - - -

UK - - -3.00 - - 2.48 -3.16 0.05 - 0.05

US - - - 0.20 - 0.32 - 0.11 - 0.11

Ge - - 3.59 - - -4.94 - -0.59 2.49 1.90

Rest - -0.72 -0.50 - -0.39 -0.35 -0.59 -0.23 - -0.23

a) Italy (all coefficients)

(Labor Hedge)/MS

(Labor Hedge)/MS
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Table 10. Size of hedging components: industry vs national restricted 
The table reports, for each country, the size of hedging components, i.e. the hedging components in absolute value. 

Panel a) refers to US investing country, panel b) and c) to Canada and Italy, respectively. In columns (1) and (2) we 

report the size of inflation hedging component common to all industries. In (3) and (4) we report the weighted average 

of the size of the labor hedging components across all industries. Columns (5) and (6) report the size of the labor 

hedging component in the national restricted portfolio. In the last column of the table we report, for comparison, the 

market share of each destination country. The last row in each panel reports the sum of the absolute hedging 

components across all destination countries. Results are derived for portfolios with all coefficients ((1), (3), (5)) and for 

those with only significant coefficients ((2), (4), (6)).  

 

 

all 

coeffs

sign. 

coeffs

all 

coeffs

sign. 

coeffs

all 

coeffs

sign. 

coeffs

market 

share

(1) (2) (3) (4) (5) (6)

Ca 0.05 0.05 0.06 0.06 0.08 0.08 0.03

Fr 0.12 0.12 0.09 0.07 0.13 0.13 0.05

It 0.05 0.05 0.11 0.11 0.11 0.11 0.02

Jp 0.01 - 0.04 0.03 0.05 0.05 0.11

Nl 0.02 - 0.17 0.15 0.03 - 0.02

Sw 0.02 - 0.08 0.08 0.06 0.06 0.01

UK 0.02 - 0.07 0.02 0.06 - 0.09

US 0.04 0.04 0.08 0.08 0.07 0.07 0.42

Ge 0.08 0.08 0.10 0.08 0.09 0.09 0.04

Rest 0.02 - 0.05 0.03 0.00 - 0.22

sum hedge 0.42 0.33 0.84 0.71 0.67 0.58

Ca 0.07 0.07 0.06 0.04 0.01 - 0.03

Fr 0.07 - 0.10 0.07 0.01 - 0.05

It 0.16 0.16 0.12 0.11 0.00 - 0.02

Jp 0.09 0.09 0.04 0.01 0.01 - 0.11

Nl 0.10 - 0.17 0.16 0.05 - 0.02

Sw 0.10 0.10 0.05 0.04 0.01 - 0.01

UK 0.08 - 0.13 0.10 0.00 - 0.09

US 0.09 0.09 0.11 0.08 0.06 0.06 0.42

Ge 0.08 0.08 0.07 0.02 0.03 - 0.04

Rest 0.00 - 0.03 0.01 0.00 - 0.22

sum hedge 0.85 0.59 0.88 0.64 0.19 0.06

Ca 0.02 - 0.05 0.05 0.03 0.06 0.03

Fr 0.04 - 0.09 0.04 0.14 - 0.05

It 0.01 - 0.08 0.04 0.05 - 0.02

Jp 0.01 - 0.04 - 0.06 - 0.11

Nl 0.09 0.09 0.04 - 0.09 - 0.02

Sw 0.01 - 0.04 - 0.08 - 0.01

UK 0.03 - 0.15 0.07 0.13 - 0.09

US 0.02 - 0.07 0.05 0.10 0.06 0.42

Ge 0.09 0.09 0.11 0.04 0.05 - 0.04

Rest 0.01 - 0.06 0.05 0.02 0.05 0.22

sum hedge 0.33 0.18 0.74 0.32 0.75 0.17

c) Italy 

b) Canada

a) USA

Infl Hedge
Abs Labor Hedge   

industry wgt av

Abs Labor Hedge 

national restr.
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Table 11. Absolute distance industry-national 
The table reports for each optimal portfolio weight at industry level the absolute distance from the optimal 

corresponding weight at national level. Here only significant differences are considered (Wald test at 10% confidence 

level). The optimal portfolio hedging the national labor income risk (national restricted ptf) is reported in the last 

column, while columns from 1 to 7 show the distance of each optimal industry portfolio weight from the corresponding 

weight in the national restricted ptf.  Panel a) refers to US investing industries, panel b) and c) to Canadian and Italian 

industries, respectively. 

 

 

trade util transp other manufact fin leisure

national 

restricted

Ca 0.08 - - 0.07 0.11 - 0.10 0.15

Fr 0.09 0.19 0.18 0.09 0.26 0.14 - 0.04

It 0.13 - 0.17 0.07 0.19 - - 0.09

Jp 0.05 0.03 - - 0.11 - - 0.15

Nl - - 0.37 - - 0.23 - 0.02

Sw 0.06 - 0.14 - 0.13 - 0.08 -0.07

UK 0.11 0.18 - - 0.14 0.13 0.11 0.05

US - - - - 0.18 - - 0.32

Ge - 0.26 0.31 0.05 0.17 - - 0.04

Rest - 0.10 0.12 0.04 - 0.07 - 0.20

trade util transp other manufact fin leisure

national 

restricted

Ca 0.05 0.15 0.12 - 0.07 0.09 - 0.09

Fr - - - - 0.19 - 0.60 -0.02

It - - - 0.10 0.12 - 0.87 0.19

Jp - - - 0.03 - - 0.24 0.19

Nl 0.24 - - 0.16 - - 0.72 -0.14

Sw - - - - - 0.15 0.21 -0.08

UK 0.13 - 0.15 0.13 - 0.20 - 0.01

US 0.09 0.30 0.12 0.17 - - - 0.39

Ge - 0.23 - - - - 0.41 0.09

Rest - - - - - - 0.18 0.06

trade util transp other manufact fin leisure

national 

restricted

Ca - 0.11 0.10 - 0.03 0.08 0.12 0.11

Fr - - - - - 0.20 - 0.01

It - 0.17 - - - 0.18 - -0.01

Jp - - - - - 0.07 - 0.11

Nl - - - - - - - -0.14

Sw - - - - - 0.07 - -0.03

UK - - 0.25 - 0.09 0.23 0.26 0.11

US - - - - - 0.07 - 0.50

Ge - - 0.11 - 0.08 0.19 - 0.14

Rest - 0.11 0.06 - 0.04 - 0.08 0.04

a) USA

b) Canada

c) Italy 
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Table 12. Synthetic measures of dispersion (fully hedged) 
Panels 12.I and 12.II report synthetic measures of dispersion of optimal equity portfolios across investing industries for 

fully hedged and unhedged positions, respectively. The measures of dispersion are computed around the national 

restricted portfolio. Reported measures are derived, alternatively, on all distances ((1), (3), (5)) and on significant 

distances only ((2), (4), (6)). Panel a) reports the standard deviation of industry portfolios (around the national portfolio) 

while panel b) reports the standard deviation of individual weights in industry portfolios (around individual weights in 

the national portfolio). Both unweighted and weighted measures are considered (in the weighted measure the weights are 

computed considering the labor compensation of each investing industry on total labor compensation in each country). 

The unweighted standard deviation of the S industry portfolios in country l with respect to the restricted national 

portfolio l is computed as 
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where S  is the total number (seven) of industries in country l, N is the total number of destination equity indices (ten), 

wj
sl

  is the optimal weight of equity index j in the portfolio of industry s in country l,  wj
l
  is the optimal weight of 

equity index j in the restricted national portfolio of country l. The weighted standard deviation of the S industry 

portfolios in country l with respect to the restricted national portfolio l is computed as 
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where slν  here is the relative weight of industry s in country l, measured by the total labor income compensation paid in 

industry s relative to the total labor income compensation in country l.  

The unweighted and weighted standard deviations of the S industry portfolio weights in country l with respect to the 

weights in restricted national portfolio l are computed, respectively, as 
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I. Fully hedged 

all 

dist.

sign. 

dist.

all 

dist.

sign. 

dist.

all 

dist.

sign. 

dist.

(1) (2) (3) (4) (5) (6)

weighted 0,33 0,32 0,44 0,42 0,29 0,22

unweighted 0,39 0,36 0,62 0,56 0,32 0,25

weighted 0,10 0,10 0,14 0,13 0,09 0,07

unweighted 0,12 0,11 0,19 0,19 0,10 0,08

United States Canada Italy

    a) portfolios

    b) weights

 
 

II. Unhedged 

all 

dist.

sign. 

dist.

all 

dist.

sign. 

dist.

all 

dist.

sign. 

dist.

(1) (2) (3) (4) (5) (6)

weighted 0,33 0,32 0,43 0,40 0,31 0,25

unweighted 0,39 0,37 0,59 0,53 0,33 0,28

weighted 0,11 0,10 0,13 0,13 0,10 0,08

unweighted 0,12 0,14 0,19 0,17 0,10 0,09

United States Canada Italy

   a) portfolios

    b) weights
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Table 13. Home bias  
Table 13 compares our results on home bias for the three investing countries with findings in Baxter and Jermann 

(1997), Bottazzi et al. (1996) and Coen (2001). The first two columns report the actual position invested in domestic 

equities together with their market share (in parenthesis). Column (3) to (9) report the home bias measured as the actual 

position minus the optimal positions in domestic equities.  In columns (6) and (7) the home bias measure is computed 

with respect to the optimal equity portfolios derived in the paper (in which we express all nominal variable in local 

currency), while in columns (8) and (9) report the home bias is measured with respect to optimal equity portfolios 

computed (but not reported here) considering all nominal variables expressed in the home currency (i.e. exchange rate 

positions are unhedged). 

 

Restr Unrestr Restr Unrestr

(1) (2) (3) (4) (5) (6) (7) (8) (9)

Canada 0.72 (0.03) 0.70 (0.03) -1.12 0.70 0.62 0.61 0.62 0.64

Italy 0.85 (0.05) 0.58 (0.02) 1.20 0.83 0.56 0.59 1.30 1.30

US 0.92 (0.48) 0.86 (0.42) 1.04 0.25 0.51 0.56 0.50 0.46 0.41

% Invested in domestic 

equities (MS)
Home bias 

Fully-Hedged Unhedged2003*1994
Baxter-

Jermann*

Bottazzi 

et al.**
Coen**

Our Paper -  National portfolio***

 
 
 

*     Actual positions are those at the end of year 2003, while market shares are evaluated at the end of year 2004 (source Sorensen et 

al., 2007). 

**    The home bias is computed using data on actual positions and market shares (when needed) at the end of 1994. 

***  The home bias is computed using data on actual positions at the end of 2003 
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Figures 1-3. Inter-industry significant differences 
Figures 1-3 show on the vertical axis the number of investing industries-pairs and on the horizontal axis the number of 

different coefficients. In figure 1 we consider US, in figure 2 and 3 we consider Canada and Italy, respectively. The test 

on the difference across coefficients is performed through a Wald test (10% confidence level). The height of  histograms 

represents the number of industry-pairs differing by the corresponding number of portfolio weights reported on the 

horizontal axis. Given the seven investing industries considered, we have 21 industry-pairs over which we test the 

difference among the corresponding portfolio coefficients (for instance, for US, we find that 8 industry-pairs out of 21 

differ for 5 coefficients out of 10). We perform 210 tests: 21 industry-pairs times the 10 coefficients in each portfolio. 

The graphs also indicate the percentage of significant distances: 48% for US (101 out of 210), 44% for Canada and  28% 

for Italy.  

 

 

Figure 1. US industries                 

48% statistically significant differences 
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Figure 2. Canadian industries          

44% statistically significant differences 
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Figure 3. Italian  industries             

28% statistically significant differences 
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