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An Exploration of the Inflation Path in
Two Theoretic Frameworks

ZHENYU ZHAO
(Tsinghua University)

Abstract This paper proposes two mechanisms for inflation in the context of the Taylor
Rule. They are respectively the target-value-of-economic-variable-oriented (TVEV-oriented)
New-Keynesian monetary policy and the social-welfare-loss-oriented ( SWL-oriented) game
theory monetary policy. The contribution of this paper is that we develop two approaches for
a country’s monetary policy: one is applicable to the case in which the government adjusts
current prices, output and wage rates to achieve its goals, and the other is applicable to the
case in which the government sets its goal to minimize social losses under uncertainty.
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