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Public debt, discretionary policy, and inflation persistence
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5 Results

This section contains the main results of our analysis and confronts the model’s

predictions regarding inflation dynamics with the empirical evidence in the U.S. since
the Volcker disinfla-tion of the early 1980s.!t As visualized in Figure 1, annual inflation
rates in the U.S. averaged at roughly 4% over the time period 1962-2006 with a standard
deviation of about 2% and a first-order autocorrelation coefficient around 0.8.
Considering only the period after the Volcker disinflation, 1983-2006, inflation was on
average around 2.6% with a standard deviation of 0.8%and an autocorrelation

coefficient of slightly below 0.8.

Eb‘iS

3 Swslus pogas 30 Juo slo Lo Gl 36 5 Lo Julod du3es Glol gl euinS 5o Glso
5k Oleo Caal (§3Nen 1980 Lilsh p> ySlg pig3 (Eals Oloj 311G 50l 3o (2525 Aalsd b pysd (2bs:
1962 iloj 0y50 US doyd 4 Jawgia job dy B0yl go diVlu pygi gy cdud 1 UK 50 Olg (0 &S
G855 5o b .Cawl 0.8 d9u Jgl doyd Silusadd 395 s p0 9 duoyd 2 3945 jlime Byl b 2000
5 oy 0.8 slims Blyoil b Loys 2.6 bawgia jsb 4y 2006-1983 pyss «Sls ald) pygs 31 dsy 0390

Dy 0.8 3 ,395'{3.':..‘...;.& da L pd

D dzgl
Caoyd b JolS o0l doz 3 dlin dgs ¢l dblis daz )3 51 Glewd g5 Jsl6 (0l
ols SIS ol i a3l ddea b olya (iolys JolB) 3y

dolé SIS o) didy o) OVl ple ouslicn Glp Guices

e Ol ) G o8 5



http://iranarze.ir/translation/economic-science-free-isi-paper/
http://iranarze.ir/debt+discretionary+policy+inflation+persistence

