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Abstract: This paper presents a new perspective on the Tobin effect, which states a positive relationship be-

tween inflation and economic growth. The new approach is based on a wavelet multiscaling method that decom-

poses a given time series on a scale-by-scale basis. Empirical results show that there is a positive relationship

between inflation and economic growth at the D2 to S6 scale (2. 4. 8. 16, 32 and over 64 months period), and

there is a negative relationship at the DI scale (1 month period). This indicates that the results are supportive

of the Tobin Effect of the wavelet domain. The key empirical results show that time-scale decomposition pro-

vides a valuable means of testing the Tobin Effect.
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