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This paper examines the stability of detrrrriinistic steady-states in a class of econoniies 

where the state -variable is one diiriensioual and where agents use Hayesian techniqiies 

to fo r~n  expectations. Thr dynaiiiics with learning are locally convergent if the prior 

mean is close to a stal~le perfect foresight root having rrio(1ulus less than 1 and if the 

prior beliefs are held with enougli confid~ncr. Thr  dynaniics are however divergent if 

the prior inean or the variancr of tlir prior distribiition is siifficiently large. 
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