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•
– Demography:  end of “demographic dividend” and retirement of 

baby boomers.

– A plateau in educational attainment in the U.S.

– Rising income inequality.

– The increasing burden of federal, state and local government debt.

– Impact of globalization on both employment levels and earnings.

– Cost of environmental policy.

– High cost of medical care in the U.S.

– Slower technological growth.

Tucek - March 30, 2017 AAEFE - Las Vegas, NV 22



12

•

•
– The supply of savings has increased while at the same time the 

investment schedule (i.e., the demand for savings) has decreased.

– Full-employment required interest rate (FERIR) is negative.  

– Due to zero lower bound on nominal interest rates and a low-
inflation environment, the negative FERIR and full employment 
cannot be attained.  

Tucek - March 30, 2017 AAEFE - Las Vegas, NV 23

•

•
– Slower population growth.

– (Possibly) slower technological growth.

– Rising income inequality.

– Regulatory burdens raise the wedge between safe rates and rates 
charged to borrowers.

– Central bank policies that increases the demand for safe assets, 
which drives down safe (nominal) interest rates.

– Hysteresis in the capital and labor markets contributes to a 
sustained downward shift in potential output.
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•
– Population Growth

• Natural Increase

• Net Immigration

– Labor force participation rate
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• Productivity growth depends on investment in new technology. 
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•

•
– 1.00%  (continuation of decline from 2008 on)

– 1.60%  (trendline growth since 2001)

– 1.30%  (middle ground between these two)

•
– Continue to decline by 30 basis points per year (59.4% in 2027Q4))

– Decline at half this rate (61.0% in 2027Q4)

– No further decline (62.7% in 2027Q4)
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