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Historically Low Interest Rates

Nominal short-term interest rates
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R* Arithmetic

T =r"+ (1)
r-=g +z (2)

™. Inflation target
*: neutral real interest rate
g*: trend growth rate
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Declining Trend Growth

Trend Real GDP growth
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Source: Holston, Laubach, and Williams (2016)




Historically Low R*

Estimated natural rate of interest
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