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The Phillips CurveThe Phillips Curve
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ShortShort--Run and LongRun and Long--Run Phillips CurvesRun Phillips Curves
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Effect of an Attempt to “Peg” the Unemployment RateEffect of an Attempt to “Peg” the Unemployment Ratep g p yp g p y

..ee
PC ( PC ( PP

..ee = = 66%)%)

PC ( PC ( PP
..ee ==00))8 8 

PC ( PC ( PP
..ee = = 22%)%) PC ( PC ( PP

..ee = P= P
..
))

PC ( PC ( PP ee = = 44%)%)

6 6 

n 
ra

te
)

n 
ra

te
)

GG

4 4 

(I
nf

la
tio

n
(I

nf
la

tio
n

EE HH

2 2 BB

PP..

CC

2 2 4 4 6 6 8 8 
AA

5

U (Unemployment Rate) U (Unemployment Rate) 



ShortShort--Run Effects of Increase in Aggregate Demand Run Effects of Increase in Aggregate Demand 
i ii iin the Keynesian Modelin the Keynesian Model
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The Phillips Curve: The Keynesian PerspectiveThe Phillips Curve: The Keynesian Perspective
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LongLong--Run Effects of Increase in Aggregate Demand Run Effects of Increase in Aggregate Demand 
i ii iin the Keynesian Modelin the Keynesian Model
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