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The Phillips Curve..... Is an economic model developed by and named after
William Phillips, a New Zealand born economist, suggesting that inflation and
unemployment have a stable and inverse relationship. Phillips original 1958
paper was actually titled “the Relation between Unemployment and the Rate
of Change of Money Wage Rates in the United Kingdom, 1861-1957,” but as
so often the case within academia the research was hijacked by a posse of
other economists’ who preferred the relationship between unemployment and
CPI inflation. Government, of course, jumped onto the research as it inferred
they could control unemployment and inflation with a Keynesian policy. There
would be a trade-off between inflation and unemployment whilst monetary
and/or fiscal policy could be used to stimulate the economy, increasing gross
domestic product at the same time. During the golden era of the 1950s/60s,
when debt levels were low, economic growth was strong and jobs were
aplenty, the Phillips curve appeared to work, but the 1970’s decade of
stagflation, high inflation and unemployment, put paid to that with the curve
coming under attack by the renowned economist, Milton Friedman, who
identified that whilst it worked in the “short run,” over the longer term there is
no trade-off between inflation and unemployment. This implication suggests
that for practical reasons central banks should not set unemployment targets
below the natural rate. Come to that we would add that the Central banks’
shouldn’t be trying to manipulate any economic variables, particularly as they
appear to have little understanding that it is “debt levels” that is subduing
wage-price and general price inflation.
Marketwise, volatility picked-up, accompanied by yet another week of
“revised” economic data. You may wish to read our market Myth #2: “The
Consensus Is Right,” to understand just how dire the forecasts are.
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Subscribe to the full Investment Markets Overview which contains:







US economic data and a supporting chart
Euro-Zone and the UK economic data and a supporting chart
Asia including Japan economic data and a supporting chart
The week’s currency and sovereign bond market movers
Commodity movers including Oil, Copper and the precious metals
Economic due for release over the following week

This week’s edition includes comment on the “Phillips Curve” and other
Central Bank tools they do not work, with this week’s charts including:







Main stock-indices week’s performance
US Housing Starts V US House-builder sentiment
ECB’s Bloated balance Sheet
Bank of Japan Base Rate V the Real World
$US and the main commodity movers of the week
A longer term table of the major World stock-indices

All of this is available at a little more than a £1 per day! Plus there is a link to
my April presentation to the Socionomics Institute, “Contrarians’ are Born,
Socionomists’ are Taught.”….Great for contrarians and insomnia sufferers
alike!

Material contained within this website is for general information purposes only and is not intended to be relied upon
by individual readers in making (or refraining from making) any specific investment decision. Investmentmatters.club
and its staff do not accept any liability for any loss suffered by any user as a result of any such decision. Please note
that the prices of investments can rise and fall sharply and you may not get back the money you originally invested,
particularly where these investments are leveraged.
The investments and services mentioned in this website will not be suitable for all readers. You should assess the
suitability of the recommendations (implicit or otherwise) of investments and services mentioned within this website
(or partner sites and links) to your own circumstances. If you have any doubts about the suitability of any investment
or service, you should take appropriate professional advice.
The views and recommendations within this website are based on information from a variety of sources. Although
these are believed to be reliable, we cannot guarantee the accuracy or completeness of the information herein.
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