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d
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d
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b
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ra
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b
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b
e
m
ea
n
-zero

w
h
ite-n

oise
d
istu

rb
a
n
ces

•
M
o
d
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d
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l
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ra
te
a
n
d
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fl
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ish
er

relatio
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sh
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is
n
o
t
n
eed
ed
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•
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cu
rve:

y
t
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1 −

a
3
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E
t−
1 π
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u
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1 ,a

3
>
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o
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in
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ra
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d
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p
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a
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e-p
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d
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b
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o
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b
ility
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th
e
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=

π
t−
1
+
γ
y
t
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•
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an
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ility,
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e
u
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u
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∙
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b
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b
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a
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b
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e
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=
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+
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=
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∙
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+
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=
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=
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=
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b
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b
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d
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b
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p
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b
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p
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a
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p
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p
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p
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p
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b
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=
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p
erio

d
t,
y
t
an
d
π
t
are

p
re
d
e
te
r
m
in
e
d
fro
m
th
e
p
er-

sp
ective

of
p
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π
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b
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b
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•
F
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d
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g
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e
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e
o
f
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t
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u
a
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p
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t

•
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o
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n
iq
u
e
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d
y
n
a
m
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g
ra
m
m
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o
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n
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r
th
e
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o
m
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a
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ra
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b
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m
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= ∙
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a
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a
3
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π
t
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1
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t
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B
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0
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n
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n
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e
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d
el
p
a
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Q
u
a
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tiv
e
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p
lic
a
tio
n
s:

•
C
o
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t
o
n
in
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a
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o
n
e.

T
h
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se
c
u
r
e
s
sta
b
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o
f
m
o
d
el:

—
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u
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1
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o
u
tp
u
t
a
n
d
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fl
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n
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se

—
T
h
is
in
c
r
e
a
se
s
th
e
r
e
a
l
in
te
r
e
st
r
a
te
,
w
h
en
th
e
n
o
m
in
a
l

ra
te
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on
d
s
b
y
m
o
re
th
a
n
on
e
to
in
fl
a
tion

—
T
h
is
red
u
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o
u
tp
u
t
a
n
d
in
fl
a
tio
n
,
a
n
d
b
rin
g
s
b
a
ck
th
e

eco
n
o
m
y
to
lo
n
g
-ru
n
eq
u
ilib
riu
m

•
H
ig
h
er
w
eig
h
t
on
ou
tp
u
t
sta
b
iliza

tio
n
,
h
igh
er

λ
,
low
er
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effi
cien

t

o
n
in
fl
a
tion

(B
<
0
in
crea

ses)

•
If
n
o
w
eig
h
t
o
n
ou
tp
u
t
sta
b
ilizatio

n
,
λ
=
0,
still

a
resp

on
se
to

o
u
tp
u
t!

—
H
en
ce,
a
r
g
u
m
e
n
ts
in
o
p
tim

a
l
p
o
lic
y
r
u
le
s
sa
y

n
o
th
in
g
a
b
o
u
t
p
o
lic
y
g
o
a
ls!

—
H
ere,

it
is
o
p
tim
al
to
resp

o
n
d
to
o
u
tp
u
t
ev
en
for

λ
=
0,
a
s

h
ig
h
er
o
u
tp
u
t
to
d
ay
g
ives

in
fo
rm
a
tion

a
b
o
u
t
h
igh
er
o
u
tp
u
t

to
m
o
rrow

(w
h
en

a
1
>
0)
a
n
d
h
ig
h
er
in
fl
a
tio
n
;

—
O
u
tp
u
t
is
a
n
in
te
rm
e
d
ia
te
ta
r
g
e
t
(it
p
rov
id
es
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n
t

in
fo
rm
a
tion

a
b
o
u
t
fu
tu
re
in
fl
a
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n
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Q
u
a
n
tita

tiv
e
Im
p
lic
a
tio
n
s:

•
U
se
th
e
estim

a
ted

va
lu
es
of
th
e
p
a
ra
m
eters

to
assess

th
e
o
p
tim
a
l

co
effi
cien

ts:

•
W
a
lsh
’s
p
a
ram

eterizatio
n
y
ield
s
of
m
o
d
el
eq
u
a
tio
n
s,
a
lon
g
w
ith

λ
=
1
an
d
β
=
0.989:

it
=
1.50π

t
+
4.37y

t

•
O
th
er
p
a
ra
m
eterizatio

n
(B
a
ll),
y
ield
s:

it
=
1.48π

t
+
0.8y

t

•
T
h
e
S
ven
sson

/
R
u
d
eb
u
sch

estim
a
tes

y
ield

(w
ith

λ
=
1
a
n
d
β
=

0.96):

it
=
9.11π

t
+
9.1y

t

(m
u
ch
h
ig
h
er
co
effi
cien

ts
as
th
e
a
g
greg

a
te
d
em
a
n
d
is
less

sen
sitiv

e

to
rea
l
in
terest

ra
te
ch
a
n
g
es
th
an
in
th
e
oth
er
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