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1. Introduction
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Xi=TX; 1+ W, (7)

where X, = vy p) =YW;, T=TOY Y, V;, =TU;,and T = (¢, ©')
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As in most RBC studies, this law of motion involves only the forcing variable;

Ydt = YYdt—1 + Uyt. (8)
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Pst = ( -> Ydt = NYdt, (9)
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3.2. The Augmented Law of Motion



or

Xat =T Xg 1+ V;,

Pat =18 (I — BT) ™" Xgo = AXgr = Myar + Mypar,

3.3. A Numerical Comparison







4. Conclusion

The standard proced alnate ceneral eanilibri
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Table 1. A Numerical Comparison

M2 = 0.0

M1 = T2  Statistic True Stanaard Augmented
0.37 (0.94) 0.37 (0.94)
. -0.49 (1.00) -0.49 (1.00)
i -1.00 (1.00) -1.00 (1.00)
Op 1.03 1.06 (0.92) 06 (
p(ps, pe—1) 0.51  0.51 (1.00)
p(pe,ye)  1.00  1.00 (1.00)
Panel B: Superior Information
T2 = -0.5 T12 = 0.5
m11 = Weg  Statistic ez Standard Augmented True Standard Augmented
Op 0.59 0.57 0.49 (0.20) 0.54 (0.70)
B -0.69 -0.56 (0.02) -0.69 (1.00)
- -0.90 -1.00 (0.00) -0.90 (1.00)
op 0.49 0.06 (0.00) 0.51 (0.80) 0.53 0.02 (0.00) 0.57 (0.71)
p(pt, pt—1) 0.04 -0.06 (0.16) -0.05 0”3;6) -0.03 -0.01 (0.86) 0.02 (0.61)
p(pe,ye) 0.00 -1.00 (0.32) -0.06 -1.00 (0.35) 0.03 (0.59)
Op 3 2.26 (0.41) 2.53 (0.74) 2.89
o(oer Do) 058 (094)  0.62(0.52) 054
p (pt » Yt ) # i 0‘82”( 0 :22 )f -




