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Inflation and Nominal Interest Rates Over Time This figure plots the
nominal interest rate (on three-month Treasury bills) and the inflation
rate (as measured by the CPI) in the United States since 1954, It shows
the Fisher effect: higher inflation leads to a higher nominal interest rate

Source: Federal Reserve and U.S. Department of Labor
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Inflation and Nominal Interest Rates Across Countries This scatterplot shows
the average nominal interest rate on short-term Treasury bills and the average
inflation rare in 77 countries during the period 1996 to 2004. The positive
correlation between the inflation rate and the nominal interest rate is evi-
dence for the Fisher effect.

Source: International Financial Statistics.
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2 _Error Correction Model

3 _Johansen,Soren.

* _Vector Auto Regressive Model
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