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Fiscal austerity over the recovery

Figure 11 We can do better than current austerity:
Government spending over business cycles
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Source: Author's analysis of Bureau of Economic Analysis National Income and Product Accounts (Tables 1.1.4 and 3.1)



Chronic demand shortages since...?

Year—over—year change in core PCE deflator, 19792015
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For most of post-1979 period, demand
shortage even as measured by Fed

Figure 3: The NAIRU* versus actual unemployment rate,
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Source: Authors' analysis of Congressional Budget Office (2012) and Current
Population Series public data series.

* non-accelerating inflation rate of unemployment (NAIRU) B ROOK I NG S H



But over most of this time, demand shortage
was self-inflicted, since 2000...7
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What does rising inequality have to do with
chronic demand shortfalls?

Savings rates by income group, 1989-2010 averages
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Nominal wage growth has been far below target in
the recovery

Year-over-year change in private-sector nominal average hourly
earnings, 2007-2015
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* Nominal wage growth consistent with the Federal Reserve Board's 2 percent inflation target, 1.5 percent productivity
growth, and a stable labor share of income.

Source: EPI analysis of Bureau of Labor Statistics Current Employment Statistics public data series
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Index or Interest Rate
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Price-Earnings Ratio (CAPE, P/E10)
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