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(Figure 1) Economic Recoveries of the U.S

(a) Real GDP

(b) Employment Rate
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Note: Source: FRED. Seasonally Adjusted. Each graph denotes the peak quarter of business
cycle (start of the recession).
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(Figure 2) Employment Rate of Korea: 1970-2021
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(Figure 3) Jobless Recoveries in Korea

(a) Real GDP (b) Employment Rate
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Note: 1) Seasonally adjusted (year-to-year) CPI inflation rates for 1970~2019
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2) Inflation Surprise = Actual Inflation - Expected Inflation.
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(Figure 7) Unemployment and Inflation in Korea" ?

(a) Inflation (CPI) (b) Inflation Surprise
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Note: 1) Inflation Surprise = Actual Inflation - Expected Inflation.
2) Data: 1970~2014 from ECOS.
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Note: 1) Inflation Surprise = Actual Inflation - Expected Inflation.
2) For a better exposition, the graphs for 1970~1990 are plotted at £5% of inflation.
rates. While a few data points are outside this range, the regression is based on all
data (1970-2019). Data Source: KOSIS, ECOS.
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(Figure 9) Robustness: Korea

(a) Unemployment Gap (b) Employment Rate
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Abstract

We study two important relationships in macro economic analysis: (i)
co-movment between output and employment (the so-called Okun’s law) and
(i) the trade-off between inflation and unemployment rate (the Phillips Curve).
We find that there have been important changes in these relationships in the
last 30 years in both U.S. and South Korea. The co-movment between output
and employment has weakened significantly, often coined as the “jobless
recoveries. The Phillips Curve has shifted as well. In particular, the slope has
flattened over time and even becomes a negative since 2000 in Korea and since
2010 in the U.S., respectively. We argue that these changes present a big
challenge to policy makers.
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