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Why Study Robustness?

• Monetary models differ
– Even within the sticky‐price rational expectations 
world (NKE or DSGE)

• Volker Wieland’s model data base has 50 models!
– Even wider when we go outside of that world

• Old Keynesian, RBC, or Austrian schools 
• Optimizing with one model will tend to make the 
rule exploit special features of that model
– But some special features may be arbitrary

• Example of different forms of staggered pricing
• Much interesting research



Considering five rules in nine different models of which 
Ball and Woodford are two.
Look especially inertia example in which 
future Etit+1 will react to increases in πt today and
have a stabilizing effect without affecting yt

NBER monetary policy rules conference:

Trying out policy in different models



Robustness of Rule III and Rule IV

Observe tradeoff
between output
and inflation
variance



Robustness of Rules I,II, and III

Reacting to lagged
interest rate is not
robust to models 
with less, or especially
no, forward looking







Dealing with Zero Lower Bound Problem



Evaluating Monetary Policy using RE models  - FOMC transcript - Jan 2002
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Augmented Rule



Regular rule


