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 𝝅𝒕 = 𝑨 𝑳 𝝅𝒕 + 𝜶𝑿𝒕 + 𝜸𝑺𝑳𝑨𝑪𝑲𝒕 + 𝜷𝝅𝒕𝒆 

 

 𝝅𝒕 :              Inflation 𝑨 𝑳  :  Lag operator 𝑿𝒕 :  Transitory factors 𝑺𝑳𝑨𝑪𝑲𝒕 : 𝒖𝒕 − 𝒖𝒕∗ 𝝅𝒕𝒆 :  Long-run inflation expectations 

A Canonical Model of Inflation 
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