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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.11 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.
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