Problem Set 10

Lecture 10: Short-Run Trade-Off Between Unemployment and Inflation, Short-Run and Long-Run
Phillips Curves, Monetary Policy and Expectations of the Inflation Rate, and Bank of Canada Policy
from the 1970s to the Present

1. Briefly explain the difference between the short-run Phillips curve and the long-run Phillips curve,
and why economists believe the long-run curve is vertical.



