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“An Austrian Rehabilitation of the Phillips
Curve” — Cato Journal

Future of Money, History of Money, Journal Atticles, State of Money — By Tom Duncan on May 19, 2011 at 8:57 AM

“Willlam Niskanen (2002) estimated a Phillips curve for the United States using annual 1960—2000 data. By adding
one-year lagged terms in unemployment and infl ation, he was able to show that this familiar equation is misspecified.
In his improved specification, Niskanen found that the immediate impact of inflation is to reduce unemployment,
confirming the traditional understanding of the Phillips-curve relationship, but also fi nding that after an interval as
short as one year infl ation has generally been followed by increased unemployment. Though Niskanen was perhaps
unaware of it, his results lend strong support to the Austrian model of the business cycle. In that model, credit
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expansion results in a temporary but unsustainable expansion. Unemployment is lowered in the short run, but once
the policy-induced malinvestment is recognized, total output and income will be permanently reduced, and
unemployment will increase.” Read more.

“An Austrian Rehabilitation of the Phillips Curve”
Robert F. Mulligan

Cato Journal, Vol. 21, No. 1, Winter 2011.

Via the Cato Institute.

Image by Boaz Yiftach / FreeDigitalPhotos.net.
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dgcmagazine: This is a wonderful article and points to the banking possibilities for the next decade. I just have
to ask why watit f...

Theodore Phalan; "Maynard," Thank you for your well-thought out reply. I'll try to take your comment point-
by-point for clarity. First...

BaLaurentiu: [ really liked you're post man! :) I never tought i will see S&P doing such thing like downgrading
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e "Maynard" McBrady: In essence, this example makes perfect sense, that is until you actually ask the all
mmportant question; How does realit...
e Ted Phalan: Thanks for your comment. I actually replied, but now find that the comment is gone... The line
was confusing and 1&...
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