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APPENDIX
Table A1: Correlation between measures of inflation volatility
	Correlation coefficients
	5-year rolling standard deviation of inflation

	GARCH(1,1) implied volatility 
	0.0906***

	12 average of inflation forecast errors (current year)
	0.1633***

	12 standard deviation of inflation forecast errors (current year)
	0.582***

	12 average of inflation forecast errors (year ahead)
	0.3146***

	12 standard deviation of inflation forecast errors (year ahead)
	0.5206***

	Final forecast revision
	0.2812***

	Initial forecast revision
	0.2352***


Note: *** denote statistical significant at the 1 percent level.
Table A2: Summary Statistics
	Variable
	Observations
	Mean
	Standard Deviation
	Minimum
	Maximum

	inflation volatility (baseline)
	1,019
	0.0166
	0.017
	0.001
	0.205

	inflation 
	1,108
	0.0444
	0.046
	-0.038
	0.619

	Fiscal stance (absolute value of annual changes in CAPB)
	1,073
	1.3109
	1.435
	0
	20.595

	Fiscal stance (5-year rolling standard deviation of CAPB)
	902
	1.543
	1.119
	2.56E-10
	9.860

	Output gap
	1,127
	0.021
	1.824
	-10.276
	11.163

	Government expenditures (percent of GDP)
	1,050
	0.389
	0.119
	0.107
	0.709

	5-year rolling standard deviation of broad money
	811
	5.296
	4.872
	0.149
	28.297

	5-year rolling standard deviation of nominal effective exchange rate
	1,019
	6.661
	12.995
	0.478
	158.945

	Imports (percent of GDP)
	1,127
	41.637
	30.93
	6.866
	228.981

	GARCH(1,1) implied volatility 
	1,127
	0.001
	0.004
	9.07E-05
	0.0964

	12 average of inflation forecast errors (current year)
	685
	-0.030
	2.164
	-38.636
	24.990

	12 standard deviation of inflation forecast errors (current year)
	684
	0.556
	2.003
	0.031
	42.794

	12 average of inflation forecast errors (year ahead)
	685
	0.067
	3.407
	-18.347
	53.309

	12 standard deviation of inflation forecast errors (year ahead)
	684
	0.425
	1.849
	0.0293
	45.935



