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Abstract

The paper provides an empirical analysis of inflation persistence in an inflation targeting
country, the Czech Republic, using 412 detailed product-level consumer price indexes
underlying the consumer basket over the period from 1994:M1 to 2005:M12. Subject to
various sensitivity tests, our results suggest that raw goods and non-durables, followed by
services, display smaller inflation persistence than durables and processed goods. Inflation
seems to be somewhat less persistent after the adoption of inflation targeting in 1998. There
is also evidence for aggregation bias, that is, aggregate inflation is found to be more
persistent than the underlying detailed components. Price dispersion, as a proxy for the
degree of competition, is found to be negatively related to inflation persistence, suggesting

that competition is not conducive to reducing persistence.
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Abstrakt

Tento c¢lanek poskytuje empirickou analyzu inflaéni persistence v jedné ze zemi cilicich
inflaci, Ceské republice, pouzitim 412 detailnich individulnich cenovych indexi ve
spotfebnim kosi v obdobi 1994:M1 a 2005:M12. Po provedené citlivostni analyze, vysledky
naznacuji, ze surové a netrvanlivé zbozi, nasledované sluzbami, vykazuji mens$i infla¢ni
persistenci nez zpracované a trvanlivé zbozi. Inflace se zda byt méné persistentni po zavedeni
inflaéniho cilovani v roce 1998. Dale je patrnd agregovand vychylenost, coz znamena, ze
agregatni inflace je vice persistentni nez priimér persistenci inflace na urovni jednotlivych
poloZzek. Cenova disperze, jakoZto proxy pro miru konkurence, je negativné zavisla na

inflacni persistenci, coz naznacuje, ze konkurence persistenci nesnizuje.



