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The Great Moderation

e \Why has macroeconomic volatility declined ?
1. Structural Change.
2. Improved Macroeconomic Policies.

3. Good Luck.




The Great Moderation

e |f the Great Moderation was largely the result of
good luck, then the variability of output growth
and inflation may return to the levels of the
1970s.

e |f instead the Great Moderation was the result of
structural change or improved policymaking,
then the increase In stability should be more
likely to persist.
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The Variability of Output and Inflation

Variance of output
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