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���� ��

������	�� 
��� 	�� ���	� B���	�	��� �	 	�� ��������� �
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��	� 	���� ������� ��	� 	�� ���	��� ���� ������ ���� �������� 	�� ������ �	� �������������
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	��� ����� 	� ������ 	� 	�� 	����	 ���� �
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 ����	� 	��	 ���� ��� ���	�� �� ���� ;��� ���� �� ���� ��	 ���� 	� �������
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Figure 1: Timing of moves within each period

Target, π j
t, is announced Expectations, π j

e, are formed Planned inflation, π j,  is chosen Inflation control error, εj,

(j = 1,2) is realized

Figure 2: Strategies of dependable and of weak policymakers in 
the first period and the corresponding distributions of inflation

πd1 πw1 π w1+awπ w1-aw πd1+adπd1-ad

Full separationFull separation
Gradual 
learning
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����	��� ��	������� 	�� � 	��	 �
 ������� ��	���� 	�� 	�� ���	����	���� ���� �����������
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