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s dynamic inconsistency problem. We deviate from earlier work by adopting assumptions regarding policymaker preferences and inflation
dynamics that are compatible with empirically motivated models used for macroeconomic policy evaluation. In particular, we dispense with the
notion of a fundamental incompatibility between the policymaker s price stability and full employment objectives and allow for stickiness in the
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when facing either low credibility or high inflation but are less inclined to do so otherwise.
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