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Abstract 
 

As a small economy, Taiwan’s output is greatly affected by the output of foreign 
countries. However, not many studies have thoroughly discussed this issue. The purpose 
of our study is to explore the linkages of international business cycles. Since the United 
States seems to be the most important trading partner of Taiwan, it is included in our two-
country model. The impact of the US economy on the economy of Taiwan is 
hypothesized to pass through two main channels: trading and financial sectors.  
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