ECON
FOCUS

READING Q&A

JARGON ALERT: Real Interest Rate

After reading the article (https://www.richmondfed.org/-/media/richmondfedorg/publications/research/econ

focus/2015/q2/pdf/jargon_alert.pdf) answer the following questions:

1. What s the difference between real and nominal rates?

2. Why did real interest rates decrease as nominal interest rates rose during the 1970s? Explain.

3. Inrecent years, both real and nominal interest rates have fallen around the globe. What are some of the fac-
tors that have caused the decrease?

4. Why are real interest rates the key interest rates that influence the economy? What impacts real interest rates
in the long run?

5. What are the possible long-run implications of persistently low real interest rates?
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