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TABLE V
UNRESTRICTED INTERCEPT

a 1< vy p p

Pre-Volcker 219 068 028  0.65 0.431
(0.29) (0.06) (0.08) (0.05)

Volcker-Greenspan -0.27 214 1.49 0.88 0.138
(1.66) (0.52) (0.87) (0.03)

Standard errors reported in brackets. The set of instruments includes
four lags of inflation, output gap, the federal funds rate, the short-long
spread, commodity price inflation and wage inflation.



TABLE VI
SUBSAMPLE STABILITY

L B v P p
Martin
(1,1) 5.16 0.86 0.14 0.77 0.524
(1.72) (0.08) (0.16) (0.06)
(4,1) 7.15 0.92 0.06 0.72 0.719

(5.55) (0.08) (0.07) (0.05)

Burns-Miller
(1,1) 5.16 0.86 0.78 0.69 0.524
(1.72) (0.08) (0.18) (0.04)

(4,1) 715 092  1.24  0.80 0.719
(5.55) (0.08) (0.39) (0.05)

Volcker
(1,1) 3.75 202 -0.02 0.63 0.612
(0.28) (0.23) (0.15) (0.04)
(4,1) 2.45 2.38 0.68 0.74 0.804
(0.47) (0.35) (0.30) (0.04)
Greenspan
(1,1) 3.75 202 099 0.63 0.612
(0.28) (0.23) (0.18) (0.04)
(4,1) 2.45 2.38 0.68 0.91 0.804
(0.47) (0.35) (0.30) (0.02)
Post-82
(1,1) 3.43 1.58 0.14 0.91 0.416
(1.24) (0.72) (0.42) (0.03)
(4,1) 3.16 3.13 0.09 0.82 0.894

(0.10) (0.33) (0.15) (0.02)

Standard errors reported in brackets. The set of instruments includes
two lags of inflation, output gap, the federal funds rate, the short-long
spread, commodity price inflation, and wage inflation, as well as the same
variables with a multiplicative subperiod dummy.



TABLE VII
BACKWARD LOOKING ESTIMATES

T 1< vy p p

Pre-Volcker 595 086 039  0.68 0.590
(1.92) (0.07) (0.08) (0.05)

Volcker-Greenspan 4.08 1.72 0.34 0.71 0.307
(0.56) (0.28) (0.19) (0.05)

Post-82 296 255 -0.15  0.89 0.486
(0.27)  (0.56) (0.28) (0.03)

Standard errors reported in brackets. The set of instruments includes
four lags of inflation, output gap, the federal funds rate, the short-long
spread, commodity price inflation and wage inflation.



TABLE VIII
INDETERMINACY ANALYSIS

p=20 p=0.5 p=0.9

N=0 1.0, 14.2 1.0, 42.9 1.0, 272
~=05 00983175  0.983,46.2  0.983, 275

vy=1 0.966, 20.9 0.966, 49.5 0.966, 278

For each pair of (v, p) values the Table reports the interval of 3 values
for which the equilibrium exists and is unique.



TABLE IX
EIGENVALUES FOR CALIBRATED MODEL

’Ul’ ’/i2’ ’/~L3’

Pre-Volcker 1.59 095 0.45

Volcker-Greenspan 142 1.30 042

Post-82 1.58 1.06 0.54

Each row reports the three moduli of the eigenvalues of matrix A
implied by the calibrated model, using baseline estimates of (3,+, p) for
each period, found in Table II.



TABLE X
FUNDAMENTAL SHOCKS

Standard Deviation of:

8 Inflation Output gap
2.0 1.00 1.00
1.5 1.48 1.36
1.1 2.57 2.16
1.0 3.20 2.61
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Actual versus Target Rates: Pre-Volcker era
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Figure Il

Actual versus Target Rates: Volcker-Greenspan era
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Figure lll. Simulated Sunspot Fluctuations under Pre—Volcker Rule
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Figure IV. Impulse Responses to a Sunspot Shock
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