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This project examines the effects of monetary policy on entry, exit and
survival activities of firms by developing a new R&D-based growth model. The core finding is that
lower inflation can lead to declining business dynamism, characterized by lower entry and exit rates

and a maturity bias in the firm age distribution.
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Figure 1: Scatter plots
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Note: N = 150. Each observation is a country by 3-year period over 2004-2018. Data come from Euro-
stat’s Structural Business Statistics (for firm entry and exit rates) and the World Bank (for inflation).
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