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| engaged in two studies under this project.
First, | explore the supply channel of aging on deflation. As aging deepens, labor composition
changes. In particular, gains from skill premium becomes lower since more older workers are in the
workhorse. This results in the declining real interest rates and disinflation. About 40% of decline in
real interest rates in the past four decades can be explained by this mechanism.
Second, | explore whether there is optimal inflation rates are different between young and old. |
find that they are indeed different. However, the changes in optimal inflation rates are small even
with the rapid aging so far. This implies that it is not trivial to explain actual inflation dynamics by
the political economic tension between young and old.
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Aging and inflation developments

1. HIREBRFROBE

ATIODCTHMCIRIZDOEREICRYBAT,

F9 . BEHIEAER T RIENT, FEEOERICEEAEL., HEEMSHEESFIAMETL,. TILEANMHIZEEHLMZL
e Thhs, BEEDERIE. AFILTLITLEBELE: TFP LEVREZERSE SR BERRREZETIEHIEERL=. Z
DAN=ZX LD, BARADBEIOERNDEEEFE TIED40%IEELZHREATESLZ LMo,

RIZ. BRBLEBLTIE. BEELWMVILENBRLDIEEZERMIZRLE, LAL, BRMEIZES . EFELWL U TILED T IFIE
HITINEWNEDIZEERZ LD of-, COFRIE. EEDAVILEDLEHEZ . EELVAVILRIZHT AR OBUAREFFM
BERTHPATALFIB S THNIEETRELTWS,
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I engaged in two studies under this project.

First, I explore the supply channel of aging on deflation. As aging deepens, labor composition changes. In particular, gains from skill
premium becomes lower since more older workers are in the workhorse. This results in the declining real interest rates and
disinflation. About 40% of decline in real interest rates in the past four decades can be explained by this mechanism.

Second, | explore whether there is optimal inflation rates are different between young and old. I find that they are indeed different.
However, the changes in optimal inflation rates are small even with the rapid aging so far. This implies that it is not trivial to explain
actual inflation dynamics by the political economic tension between young and old.
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