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General comments about the first two essays. Both essays are very poorly written. There 

is no clear statement in either introduction of the theme of the paper and  neither essay 

explains the methodology used to defend the theme or explains the punch-line in the 

introduction. This information is critical and of much more importance than a literature 

survey.  I suggest that the author read 

http://gsbwww.uchicago.edu/fac/john.cochrane/research/Papers/phd_paper_writing.pdf 

by John Cochrane. 

Both essays suffer from using terms that have not been previously defined. In some cases 

I think the author is using non-standard definitions e.g. market prices. Moreover, the 

author does not carefully distinguish between, assumptions, definitions and results. What 

this means is that key steps in the development of the logic in both essays are missing. 

The author should carefully define/explain each term before he uses it e.g. Fisher rule, 

market prices, reduced form. The author should clearly state and carefully justify each 

assumption. The author should provide at least an outline of the proof of key propositions 

e.g. Essay 2: Proposition 1. There are three forward looking variables thus using 

Blanchard-Kahn we need three stable roots for uniqueness. 

Essay 1. 

My best guess at the theme 

Surveys about expectations do provide relevant information to monetary policy makers. 

 

1) This theme seems to have an obvious answer. Given that the central bank allocates 

resources to collecting this information it must be relevant. This also implies that the 

central bank probably assigns some positive weight to this information in its policy 

making. Otherwise, why conduct the survey? 

2) Regarding the 4 observations? What is the difference between an observation and an 

assumption? Many of these observations sound like assumptions and some of them 

definitely require justification. For instance observation one is logically inconsistent with 

the fact that it conducts a survey designed to measure expectations of market participants. 

Moreover, why are these assumptions observations made here? Why are they relevant to 

the empirical methodology used in the paper? Finally, I can’t understand what is said on 

pages 3-4 because the figures are all messed up. At least one figure is missing and the 

discussion appears to be referring to a different order of the figures. 

3) The empirical work simply tests whether “market expectations” corresponds with 

“surveyed expectations.” How does this relate to the theme? Its not clear to me what the 

relationship is. Maybe that’s because I don’t understand the point of this essay. 

4) The author should clearly state all maintained assumptions and list them in bold e.g. 

Assumption 1 Fisher Equation,    Assumption 2 Rational Expectations…and justify 

each assumption.. 

http://gsbwww.uchicago.edu/fac/john.cochrane/research/Papers/phd_paper_writing.pdf


5) Clearly state the principal findings in both the conclusion and introduction. 

 

Smaller Points 

1) On page 3 the paper refers to credit market prices (Figure 2). Figure 2 doesn’t 

show credit-market prices. Instead it shows actual and expected inflation. What is 

the definition of credit market price? Is it the price of e.g. a 10 year loan? The 

definition here looks non standard and confusing. 

2) The labeling of the figures is wrong. There is no Figure 4 and the description 

doesn’t line up with what’s in the figures. 

3) Define the Fisher rule before using this term. 

4) Equation (1.4) is incorrect. 

 

Essay 2 

What is this essay’s theme? How does this essay support the theme? It is impossible 

to tell what the essay is about and how the argument is constructed and defended 

from the introduction. 

1) In the introduction on page 25 line 6. The author uses the expression “first best.” I 

don’t think its true that the allocations in the complete information REE 

considered in this essay are Pareto Optimal. 

2) The motivation for the author’s assumption that agents ignore the expectation of 

the other group is not satisfactory. We’ve known how to model this properly in 

linear REE models at least since Townsend (1983). At a minimum the author 

should cite this previous literature and explain why he chooses not to use these 

previous results the fully model the private sector and central banks problems. 

3) What are agents learning about? Do agents know that central bank uses a different 

rule? It is impossible to tell where the equations at the bottom of p. 30 and top of 

page 31 come from. Equations (24)-(26) have expectations. The equations at the 

bottom of p. 30 and top of p. 31 don’t have expectations. What assumptions 

insure that the state has this form in the model with heterogeneous information 

sets? The statement “it can be shown that…” at the bottom of page 30 should be 

elaborated or that equation should be moved and properly described. 

4) Prove Proposition 1 or at least provide an outline of the proof. 

5) Why are the sticky price REE impulse responses the relevant benchmark for 

comparing the impulse responses with learning? Why isn’t the relevant 

benchmark the impulse responses from a flexible price version of the model? 

Since the best thing the monetary policy can do in this model is unravel the price 

stickiness, I suggest reporting impulse responses for the flexible price version of 

the model too.  

6) The language in the paper is very confusing. The essay considers a range of 

monetary policies. For instance on page 46, line two of the last paragraph states 

that “monetary policy improves the inflation dynamics…” This is not true of all 

Taylor rules and thus the statement is false. It is only true of the Taylor rule in 

which the main objective is price stability. The paper should carefully 

discriminate among different settings of the coefficients of the Taylor rule and 

clearly state which settings improve which aspects of the performance of the 

model. 



7) The implications drawn from the author’s conclusion that the central bank should 

adopt the private sectors expectations or that the private sector should adopt the 

central bank’s expectations is disappointing. The author should provide specific 

proposals about reporting strategies that the central bank can adopt that would 

promote homogenization of expectations. 

Smaller points 

1) Page 28 last paragraph line 2. What does the question mark “?” mean? 

2) On page 32. The last sentence in Definition 2 should be written as a new 

paragraph or moved. This is not part of the definition. The same thing goes for the 

second sentence of Definition 1. 

3) How does the reduced form representation in equation (2.9) differ from that at the 

bottom of page 29? Why are they both referred to using the same expression? 

 

Essay 3 

This essay is of a much higher quality than the previous two essays. The 4th 

generation models grew out of research by Christiano, Eichenbaum and Evans (JPE, 

2005). Neither the paper nor the strategy used to assess the model is discussed. In 

addition to the cites to Altug and Ireland , the authors may want to comment on the 

MLE  approach used in  e.g. McGrattan(1994) or Christiano Mottano and Rostagno 

(2004). 

Finally, the essay ignores what I think is the biggest problem facing policy makers. 

All the models considered in the essay are gross simplifications of reality and thus 

misspecified. This fact raises a decision theoretic problem for the policy maker. How 

do you make decisions when you know the model(s) you are using are misspecified. 

Work by Hansen and Sargent provides one strategy for making decisions that are 

robust to model misspecification. 


