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Abstract

scatter plots, scatter with regression, scatter with kernel density, Nearest Neighbor fit are
used to explore the above relationship. Scatter with kernel fit and Nearest Neighbor fit
showed that there was a weak and downward sléping and non-linear relationship between
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afaster rate without running the risk of breaking its inflation target level. Empirical evidence
for Sri Lanka shows that the Phillips curve has convex and concave shapes. The optimal
poilcy stance under convexity will be inappropriate under concavity. Sacrifice ratio between
inflation rate and unemployment rate also change over the period.
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