©
2015 2018

Endogenous business cycle theory and its application to inflation

NIREI, Makoto

2,700,000

Society of Economic Dynamics Society for Advancement of Economic Theory i
Theoretical Economics

In this project, we successfully account for the positive relation between
inflation rate and inflation volatility. The relation has been known since Okun (1971), but there
has been no widely accepted explanation for the phenomenon. We construct a new model of endogenous
aggregate price fluctuations that exhibit the positive association between the level and volatility
in inflation. The paper was presented at Hokkaido University, Bank of Japan, and Hitotsubashi
University, and accepted for presentation at Society of Economic Dynamics Annual Meeting and Society

for the Advancement of Economic Theory. This project also generated a paper on power-law tails of
asset price fluctuations. The paper is now under 2nd-round revise-and-resubmit at a major field
journal Theoretical Economics. Finally, this project produced several papers that deal with other
related topics such as supply chain disruption and intangible capitals in emerging industries.
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