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 HEROES act (December 2020): $1.0 trillion 
 American Rescue Act (March 2021): $2.2 trillion 
 American Jobs Plan (“Infrastructure”): $1.2 trillion 

Too much? Larry Summers: “[new fiscal stimulus will] set off inflationary 
pressures of a kind we have not seen in a 
generation.” 
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may signal rising inflationary pressures 
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 Turkey, 2018-… 
 South Africa, 2010-2016 

o What is the inflation outlook now? Some similarity to the 1970s. 

Great paper full of insights! 
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forces are in an econometric sense doesn’t mean that it’s not real.” 
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are, after all, the price setters in the first instance--… is particularly scarce.”  
 
o Janet Yellen (2016): “Perhaps most importantly, we need to know more about the 

manner in which inflation expectations are formed and how monetary policy 
influences them.” 

 
 



 
 

INFLATION “SCARES” 

 
Source: Michigan Survey of Consumers 
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1970s: high expectations and disagreement … and the same is starting to appear now (smaller scale?) 
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INFLATION “SCARES”  

 
“False alarms”: inflation scare 1993-94; run-up in inflation in mid 2000s; inflation scare in 2011  

Fed raised rates No change in 
policy rates 



 
 

WHAT DRIVES INFLATION EXPECTATIONS AND POLICY RESPONSE 

 
Households can confuse relative prices with inflation 
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WHAT DRIVES INFLATION EXPECTATIONS AND POLICY RESPONSE 

 
Transitory vs. persistent shocks to salient prices? Confuse relative price changes with inflation? 
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PRE COVID 

 
MSC tracks gas prices but SPF does not 
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OR IS SPF MAKING A MISTAKE? 
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inflation expectations  

o Much has been learned 

o Many questions (measurement and theory) remain unanswered 

 The paper applies modern analysis to the 1970s and gives news insights  

 Are we back to the 1970s? Enormous uncertainty in the economic outlook… but watch 
for the dynamics of salient prices (gasoline, milk, etc.). 

 


