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2 X129l L2 stax2do| ZA A7t otL|at EX} 7l Asljets M2 srelL|ct. matA
2 X122 82 HEstAL Q8% A0 HEXIHE HEA| HA|SI0| FA|7| HEEHL|CE,
= E SR
=712 S2dM
. MEXO| 743

« Milton Friedman 1963 ‘“(Persistent) inflation is always and
everywhere a monetary phenomenon.”

M, x V,= P, xY,

« (7H40| =H0o|2tH) mo| PE 27




L B2 BiRISl HHMTYZL YR B S Qe §3

» Bernanke 2003 "/t/he primary cause of the Great Inflation, most economists would
agree, was over-expansionary monetary and fiscal policies, beginning in the mid-1960s
and continuing, in fits and starts, well into the 7970s. The fiscal expansion of this
period had a variety of elements, including heavy expenditures for the Vietnam War
and President Johnson's Great Society initiatives. Monetary policy first accommodated
the fiscal expansion, and then [..] began to power the inflationary surge on its own."

« Sargent 2013 “Persistent high inflation is always and everywhere a fiscal phenomenon.”

B: §F5M; P =7k T: ZAM[; Z O|FX|E; G: §FXIE; d: EAAXL

FIH 2 (M E) T (outstanding real value of government debt)

= 7| XM H S xte| HIY7HX| (PV of primary fiscal surpluses)

HEEA: TR K Z (G ZugAN ZM(T, 05 M
- EITHEA WHEEA: BE pO) Chel MOFAS UESHEE T2 MYBO RN, B oY
(debt stabilization) - "4 o] A, (sixf =2 0|2f0f) M2 & ZeCH”
- HIZIZRE A TEEA: HOHA D MRG0, 7,2 M
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B: 1
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Z d, t+k Tt+k - Zt+k - Gt—i—k)
k=0

2|7t A XHHEHM (Ricardian fiscal policy)
- EE™MO| 27t=F(P)0Il S O|X[X| ES
- =7HP)

ore
—

IS8 d2 S=P3Ho| 2

= O

ot
2 =72 (inflation stabilization), &5 = F A 27 (debt stabilization)

02 g

01>|

H[2|7LE= 4] XHEH* (Non-Ricardian fiscal policy)
s TIHRTA(B, )2 A 2HE
« 7| ZXEEXL| MK e 2 dHoz A
« A=, 27HPY)7L MAA S TSRS E X oz AFE

- B, YR AR B0 ¥

o

mjo

=
=

P
t k=0
SSHEMO| 27HE &S| HESSIHH EX L H (fiscal backing)0| E+H
DFOF O A O ’8 o| X|&(G,,py Z,)0 B7FY=HE 278D ZM(T,, )7t A
AXHE FFL UHF S7I6HX| Y=CtH > 71 45

=, MRIS 4 QU0 XIS Jhs3 MY (EE A W)l IEK #2 BS,
Yol XIESIHLE ZAE 2710 38S 0/A 4 S

Fiscal dominance!




Bhattarai, Lee and Park (2014 JME)

- JEEX S7tof tiet QlE8|0[Y BE - HYE E: R=,(m- m*)

=
« Bt— E 0¥ (E2 StoA) - @, t— CIE 0N HESH(EFEHAL) 57} (under
fiscal dominance)

0.6
Monetary dominance
' i HEHe B2 THE LS stoll A
e o5r= == Fiscal dominance & IS0 i
2 i )
.5

3 04h1 Nl
> " |
8 ‘ S 4
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Rl 5 35| el
(0] \ 3
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g 02t © 5 @ 4
2 \ s
» 3 gl

N ® 51
S 0.1} LN 2 .
k<) ~ s .
5 ¥ g .
a 0 = A5

1 1 )
-0.1 . L L 1 > 3 s = -
0 10 20 30 40 ) i

T
Periods after impact

Great Inflation (US)

- B&HQ 2¥: 2 S4(large shocks) + =58 ¢l S=2Hd M (passive monetary policy)

— o
- Mz 4% HE8HQ 29 + 2|7tz X EEM(Non-Ricardian fiscal policy)
* E.g. Bianchi and llut (2017 RED)

Passive MP + Non-Ricardian FP & HEALA A 2 M (fiscal dominanceZ} OfL| G CHH?)
Probabilities of the Fiscally-led and Conflict regimes :
Y g ; Inflation
I Fiscaly-ed (PMIAF) ! T
T Confct AN
0 ] 10 ,|I .fl
'
I ( 5
06 N
5 (]
04F

1960 1970 1980 1990 2000

1990 200 010

g |
1950 190 1970 1980

* Meltzer (2010)& 60, 70ECH| HAFES CHS 1 20| BAL Fed accepting " its role as a_junior

partner by agreeing to coordinate actions with the administration’s fiscal policy.”




Great Inflation (US)

» Bianchi and llut (2017 RED)

Government expenditure
% T T T T T
i = = = Long Term Component
2r- i ——— Total -
0k ! B
i P T ANA
18 ! " MK ~H- - ]
............................... IR Gt W A A8 | IO SOOI A on SRS .. TR NsDy S S teeS
Cd
16 ;\ = - —
-
| | | | | | | | | |
1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005
[ I [ [ [ [ [ I
0 I Data 2
| = = = Actual contribution
8 . e~
! se~a=l WA@Y YW - Counterfactual contribution
i 4
! 4
-.+ - —_ —— —
11 | | | |
1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005
— *
x|2o| oIZgo|M £ (US
e — = - O T

+ Bianchi and Melosi (2022 Jackson Hole); Bhattarai, Lee and Yang (2023 QE)

- HEQI4 542 QlZg0]d9] ':*7|75'.| E%(hlgh -frequency movements), §£X|E2| &
718 FHE (8L d&0ME) AE 0P =MY BHES 2
« X2 WO 0= fiscal dominance —.F-E =O0tg. H|8ldsAur §RO|HX|E0| A=

o[Mof OjX|= S&0| AHH

Long-term tranfers

12 : 12
10 g 10
8 §’§ 8
6 H 6
B f - 5
2:§ 2
0 0
9 -2

Cost-push shocks

Monetary-led
Fiscally-led
[ ZLB: Low prob. of F
I L B: High prob. of F|
Inflation
|——Shock contribution
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« Kliem et al. (2016 EER)

Low-frequency relationship between deficits — « Y2 20| EEMH2 012 52
over debt and inflation

1.8
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Barro and Bianchi (2024)

”Fiscal Influences on Inflation in OECD Countries, 2020-2023"

Debt-GDP Ratios « 202041} 2021H2| (COVID 97| 822
QIsh 2 ZHE M2 QI HEZXY-
14 GDP H|& 3 A &7t

. J2/L} 1 & 23§-GDP H|80| i of2t

1.1 USA

r =l ) . =, "oIZ2 0|8 3" B} 0 H|SO]
1 ’ 21 Economies (GDP weighted) -6-|_g||- g_b'l__o_l _7'Q_7|_ Xl%_i__o_l O_||: 80%% Ol_l
Eo|Moz THEE

9
2010 2012 2014 2016 2018 2020 2022
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m - 2t O|HE (2024)

100

v oW 02 08 05 06 207 m w1 aw . %%l'% S |- Ic'Jl_I?'_ |7_|‘ xc';x_ll'l —3—_75_2| %_9_
B GDP chel st Bl g 7O|-
(a3 3) F2Fe| MESLX|"

(RHTIGDPCH.%) @iGOPCi %) o O "O_"/-:?‘_g —,753 é?’{/:?ﬂf g/'E/ é"/_,E’]f Zf
"-2019 2020 #2021 #2022 #2023 ) {1[/10'-/ 7/_)5-0"/0// IIX-/ o 7/:&1]‘-/25

2EOI A Z7ftE = /5t F81-A
& 7 FHMZEof & O/ T

EEE L e FHutct CEES EE

1) A1 AEA 7E
A IMF.

MEH =710|=0f tiet =zt HE A+

« =& (2001): O| 24X 7Isd N 7|

O|3Z (2003): VAR & £4

« MOj|X|, O|F &, =X O|, A Al (2015): DSGE 28 24
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(O On November 10, 2023, Moody’ s lowers U.S. credit rating to negative,
citing large federal deficits.

O On August 3, 2023, Fitch downgraded the United States to AA+ from AAA,
citing fiscal deterioration over the next three years and repeated
down-the-wire debt ceiling negotiations that threaten the government’ s
ability to pay its bills.

74 Z(channel): Huidrom et al. (2020), Corsetti et al. (2012)
- Ricardian channel: A AA3}E 3 vz Z=A4 T = AASF
- Spending reversal channel: R3S 93 v ARAZ]|=> (B
A2 7HD) Bl @] ol | & A7) oA | = W] AAST T
- Interest rate channel: FH-FA =2 AFolA SHAAZAHDA = =7}
9 T = olas 1T = AAssT |
O AAY - 2971(202002] AFEA A}
- GDP ti®] AREA] Hl&o] S5 BHAH Y FHAESTE 44
skal, 1 ¥l&o] 100%E doAM™E 59 3 -
- AREA] FHAESTE GDP U] HAREA H]&o] 60%E 9o

4
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