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Log of GDP deflator over the last 120 years
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Source: Ito, A., T. Watanabe, T. Yabu, “Fiscal Policy Switching in Japan, the US, and the UK,” Journal of the Japanese and
International Economies, Volume 25, Issue 4, December 2011, 380-413.
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Klein, L. R., The Keynesian Revolution, 1947
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{I'he full employment equilibrium real\

interest rate --the Wicksellian natural
rate that equates full employment

Tobin, J., Asset Accumulation and
K Economic Activity, 1980

investment and saving --is below zero.”
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FOMC statement on Dec 12, 2012

To support continued progress toward maximum employment and price stability,
the Committee expects that a highly accommodative stance of monetary policy will
remain appropriate for a considerable time after the asset purchase program ends
and the economic recovery strengthens. In particular, the Committee decided to
keep the target range for the federal funds rate at o to 1/4 percent and currently
anticipates that this exceptionally low range for the federal funds rate will be
appropriate at least as long as the unemployment rate remains above 6-1/2 percent,
inflation between one and two years ahead is projected to be no more than a half
percentage point above the Committee’s 2 percent longer-run goal, and longer-
term inflation expectations continue to be well anchored. The Committee views
these thresholds as consistent with its earlier date-based guidance. In determining
how long to maintain a highly accommodative stance of monetary policy, the
Committee will also consider other information, including additional measures of
labor market conditions, indicators of inflation pressures and inflation expectations,
and readings on financial developments. When the Committee decides to begin to
remove policy accommodation, it will take a balanced approach consistent with its
longer-run goals of maximum employment and inflation of 2 percent.
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Growth rate of GDP deflator
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an Online Marketplace,” Scandinavian Journal of Economics, Volume 112, Issue 4, December 2010, 673-696. 17
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Short-term Treasury Rates
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ﬁwe cannot do this [reflation] one way we will do it another. \
Do it, we will.

President Franklin Delano Roosevelt, October 22th, 1933

Here is a team that has a perfectly definite objective, which is to make a touchdown,
so far as commodity prices go. The basis of the whole thing really comes down to
commodity prices. And, this is entirely off the record, the general thought is that we
have got to bring commodity prices back to a recent level.

\P\resident Franklin Delano Roosevelt, April 19th, 1933 /
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Ex Ante Real Rate from Cecchetti (1992)
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