Answers:

a. Construct a time plot of the quarterly inflation rate data. Make sure that your graph has an informative title and that the axes are labelled.

The quarterly data on the year-over-year inflation rate for the period 1915Q1 to 2022Q1 can be graphed as follows:


. 
b. Compute the mean, median, variance, standard deviation, mean absolute deviation, coefficient of variation, minimum, maximum, and range of the quarterly inflation rates for the entire period from 1915Q1 to 2022Q1. 

Using excel functions, the following indicators can be computed: 
Note that periods are from 1915Q1 to 2022Q1 and the unit of mean, median, min, max, and range is in percentage.
	Mean
	Median
	Variance
	Standard deviation
	Mean absolute deviation

	3.1
	2.2
	22.82
	4.78
	3.22

	=AVERAGE(B8:B436)
	=MEDIAN(B8:B436)
	=VAR.S(B8:B436)
	=STDEV.S(B8:B436)
	=AVEDEV(B8:B436)

	Coefficient of variation
	Minimum
	Maximum
	Range
	

	153.50
	-16.9
	20.5
	37.4
	

	=Standard deviation/Mean*100
	=MIN(B8:B436)
	=MAX(B8:B436)
	=max-min
	




c. [bookmark: _GoBack]Compute the same descriptive statistics as in part b for the post-1995 period (1996Q1–22Q1).
Using excel functions, the following indicators can be computed: 
Note that periods are from 1996Q1 to 2022Q1 and the unit of mean, median, min, max, and range is in percentage.

	Mean
	Median
	Variance
	Standard deviation
	Mean absolute deviation

	1.9
	1.8
	0.95
	0.98
	0.71

	=AVERAGE(B332:B436)
	=MEDIAN(B332:B436)
	=VAR.S(B332:B436)
	=STDEV.S(B332:B436)
	=AVEDEV(B332:B436)

	Coefficient of variation
	Minimum
	Maximum
	Range
	

	51.20
	-0.9
	5.8
	6.7
	

	=Standard deviation/Mean*100
	=MIN(B332:B436)
	=MAX(B332:B436)
	=max-min
	




d. Suppose that you work for BMO Economics and have been asked to prepare a brief report that places the current rate of inflation in historical perspective, as well as the extent to which the Bank of Canada has been successful in meeting its self-imposed inflation target. Your report should discuss all of the calculations and graphs of parts a-c.

The rates of inflation after 1996Q1 have been low and less volatile compared to historical data. Historically, the inflation rates have a high mean of 3.1% and a quite large range of 37.4%. However, the inflation rates from 2021Q2 to 2022Q1 have been exceptionally high due to the economic shock brought by the pandemic.

Given the statistics, the Bank of Canada has been successful in meeting its self-imposed inflation target. The mean and the median of inflation rates after 1996Q1 is 1.9% and 1.8% respectively, which is quite close to 2.0%. Moreover, the standard deviation, which measures the dispersion of inflation data relative to the mean, is only 0.98, which by 3-Sigma policy indicates that 99.7% of data will fall in the range of 1.6% to 2.2%. Besides, Mean absolute deviation shows that on average, the distance between each data value and the mean is only 0.71%. Coefficient of variation is smaller than before, indicating a lower degree of dispersion. Thus, the current inflation rates are quite stable.
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