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Pdfurhfrqrplfv lv prylqj wrzdug d Qhz Qhrfodvvlfdo V|qwkhvlv/ zklfk
olnh wkh v|qwkhvlv ri wkh 4<93v phogv Fodvvlfdo zlwk Nh|qhvldq lghdv1 Wklv
sdshu ghvfulehv wkh nh| ihdwxuhv ri wkh qhz v|qwkhvlv dqg lwv lpsolfdwlrqv
iru wkh uroh ri prqhwdu| srolf|1 Zh �qg wkdw wkh Qhz Qhrfodvvlfdo V|qwkhvlv
udwlrqdol}hv dq dfwlylvw prqhwdu| srolf| zklfk lv d vlpsoh v|vwhp ri lq�dwlrq
wdujhwv1 Xqghu wklv _qhxwudo% prqhwdu| srolf|/ uhdo txdqwlwlhv hyroyh dv
vxjjhvwhg lq wkh olwhudwxuh rq uhdo exvlqhvv f|fohv1 Jrlqj eh|rqg eurdg
sulqflsohv/ zh xvh wkh qhz v|qwkhvlv wr dgguhvv vhyhudo rshudwlrqdo dvshfwv
ri lq�dwlrq wdujhwlqj1 Wkhvh lqfoxgh lwv sudfwlfdolw|/ wkh uhvsrqvh wr rlo
vkrfnv/ wkh fkrlfh ri sulfh lqgh{/ wkh ghvljq ri d pdqgdwh/ dqg wkh wdfwlfv
ri lqwhuhvw udwh srolf|1

�Jrrgiulhqg lv Vhqlru Ylfh Suhvlghqw dqg Gluhfwru ri Uhvhdufk dw wkh Ihghudo Uhvhuyh Edqn
ri Ulfkprqg/ dqg Surihvvru ri Hfrqrplfv dw wkh Xqlyhuvlw| ri Ylujlqld1 Nlqj lv Surihvvru ri
Hfrqrplfv dw wkh Xqlyhuvlw| ri Ylujlqld/ dq QEHU uhvhdufk dvvrfldwh/ dqg d frqvxowdqw wr wkh
IUE Ulfkprqg1 Wkh sdshu zdv suhsduhg iru wkh 4<<: QEHU Pdfurhfrqrplfv Dqqxdo1 Lw
ehqh�wwhg iurp suhvhqwdwlrqv dw wkh Edqn ri Hqjodqg dqg wkh zrunvkrs rq _Prqhwdu| Srolf|/
Sulfh Vwdelolw|/ dqg wkh Vwuxfwxuh ri Jrrgv dqg Oderu Pdunhwv% vsrqvruhg e| wkh Edqn ri Lwdo|/
Fhqwur Sdror Ed�/ dqg LJLHU1 Wkh dxwkruv dfnqrzohgjh khosixo frpphqwv iurp E1 Ehuqdqnh/
R1 Eodqfkdug/ F1 Jrrgkduw/ P1 Grwvh|/ E1 Khw}ho/ E1 PfFdooxp/ H1 PfJudwwdq/ H1 Qhovrq/ M1
Urwhpehuj/ N1 Zhvw/ dqg D1Zropdq1 Wkh rslqlrqv duh vroho| wkrvh ri wkh dxwkruv dqg gr qrw
qhfhvvdulo| uhsuhvhqw wkrvh ri wkh Ihghudo Uhvhuyh V|vwhp1
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        Figure 1: Hours, Employment, and Utilization
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Figure 2: Inflation and Unemployment
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Figure 3: THE EFFECTS OF STEADY-STATE 
INFLATION
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