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 Enhanced version of Christiano, Eichenbaum and Evans (2005), 
Smets and Wouters (2007) 

 Policy rule:  

𝑹𝑹𝒕𝒕 = 𝑹𝑹∗ + 𝝆𝝆 × 𝑹𝑹𝒕𝒕−𝟏𝟏 + 𝜶𝜶 × 𝒚𝒚𝒚𝒚𝒚𝒚𝒑𝒑𝒕𝒕 + 𝜷𝜷 × 𝝅𝝅𝒈𝒈𝒈𝒈𝒑𝒑𝒕𝒕 + 𝝐𝝐𝒕𝒕 

          + earlier forward guidance for 𝒕𝒕 

          + attractor at 𝒕𝒕 

 Model estimated using data on real activity, wages, prices, fed 
funds, interest rate futures, SPF long run inflation expectations  
 

 Attractor is an unobserved component 
– SPF inflation expectations have largest influence on its estimate 

FRBC DSGE Model 
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Figure 1.1: Color Coded 
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