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Inflation, the Taylor Rule, Real Time Issues 
 
 

 
 
 
 
 
 

 
From St. Louis Fed, Monetary Trends, April 2009 
 
http://research.stlouisfed.org/publications/mt/ 



 
From St. Louis Fed, National Economic Trends, April 2009. http://research.stlouisfed.org/publications/net/ 
 
What about real time data? This is what the Fed’s Greenbook (dashed) says should’ve been the Fed 

Funds rate vs. the ex post 
data available in 2007 (solid 
thin line). 
 
Actual path of fed funds rate 
(black line), path predicted by 
a Taylor Rule that uses actual 
values of PCE inflation and 
GDP (blue line), and path 
predicted by a Taylor Rule that 
uses forecasts of inflation and 
GDP (red line). Source: Figure 
6, Orphanides and Wieland 
(2007).  
http://research.stlouisfed.org/c
onferences/policyconf/papers2
007/Orphanides_Wieland.pdf 
 


