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» Implications:

—— Divisia measure is strictly better than simple-sum measure and monetary base in
tackling the movement of money

— Openness has an inverse relation with home-bias in consumption, on the volatility of
macro variables
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where o is the inverse of IES between bundles and x is the inverse of IES between

consumption and real balances.

> o = x gives back (5)

» o > x: consumption and real balances are compliments

— complementarity helps fit the response of velocity to interest rate in the data

—— estimates of x are lower than conventional numbers for o.

(5)

(6)



An alternate money supply rule

Piazzesi, Rogers, and Schneider (2022) considers the money supply rule

D D: 1
— =D} — D} 7
P, r 1 ( P; t) ( )

where D; is money supply, P; is the price level, D{ > 0 is the desired path of supply
and p < 1.



An alternate money supply rule

Piazzesi, Rogers, and Schneider (2022) considers the money supply rule

¢ Dy
— =D} — D} 7
P, t+ﬂ( P; t (7)
and p < 1.

where D; is money supply, P; is the price level, D{ > 0 is the desired path of supply

— If u =0, the government simply commits to a path for real balances
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Piazzesi, Rogers, and Schneider (2022) considers the money supply rule
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where D; is money supply, P; is the price level, D{ > 0 is the desired path of supply
and p < 1.

— If u =0, the government simply commits to a path for real balances

—— If p > 0, it captures the short term nominal rigidity in the money supply: while
inflation can temporarily erode the supply of real balances, the government
gradually steers that supply towards its desired path Df > 0.
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Robustness Checks

> 3 =0.98525
— why not 8 = 0.997

» Monetary policy rule in the paper:

re=(1—pr)r+prre—1+(1— Pr)Pﬁ(WH,t —TH) +ere (8)

» How about:
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Conclusion

— A great paper!
— Lots of food for thought;
— Still some way to go in modeling the money supply in full;

— Observance is required in presenting the results.



Thank you!
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