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Cecchetti et al Local Mean in Inflation
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FRBC DSGE Model

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

B Policy rule:
Ri=R " +pXR;_1+aXxXygap; + B X mgap; + €,
+ earlier forward guidance for t

+ attractor at t

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

M Attractor is an unobserved component
— SPF inflation expectations have largest influence on its estimate



DSGE Views of Persistent Inflation: 1993-2008

Core PCE Price Index

(quarterly annualized percentage change)

4

Actual Core PCE /\/\ﬁ /\
Inflation
AA N /\

\ ”\I \I \
Contribution of
Attractor

1993 1996 1999 2002 2005 2008



Figure 1.1: Color Coded
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Source: Cecchetti et al (2017)



DSGE Views of Persistent Inflation: 2009-2016
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