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We exploit a decade of bimonthly fiscal 

dataset of the government of the state of Ceará 
to search for a systemic relationship between 
public capital, debt and cash. We add to the 
empirical literature on public investment 
sustainability by using an integration vector 
model, an impulse-response and a conditional 
multivariate wavelet framework. We find a long-
term relationship characterized by a negative 
(positive) reaction of investments to the increase 
in debt (cash). Debt and cash shocks impact after 
seven bimesters investments in expected 
directions, and such responses do not dissipate 
in four years. We also find anti-phasic co-
movements with cycles of investments led by 
cycles of debt and cash in the years 2014 and 
2015, a period of intense fiscal financial crisis in 
Brazilian states. 
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