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1. Measures of R* are all over the place
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2. Debatable whether R-R* measures stance

Policy is loose from 1930 
through 1982, for 52 years in a 
row.

Policy is loose in the 1967-69 
tightening cycle, even if FFR rose 
by 540 bps…

Policy is loose b/w 1972 and 
1974, when FFR rises by 960 
bps…

Policy is loose in April 1980, 
when Volcker raises the FFR to 
17.6 percent.

Measure of R* adopted here closer to some long-run concept measuring 
intercept of Taylor rule
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3. R-R* is more than just loose or tight policy

• Policymaker follows Taylor rule
 𝑅𝑅 − 𝑅𝑅∗ = 2 + 1.5 𝜋𝜋 − 2 + 0.5𝑦𝑦 + ε

• The gap between R and R* is not the stance. It is just 
a composite of inflation movements, GDP 
movements, and monetary policy surprises.

• If CB aggressive against inflation , high 𝑅𝑅 − 𝑅𝑅∗ 
measures inflationary surprises

• If CB aggressive against GDP, high 𝑅𝑅 − 𝑅𝑅∗ measures 
activity surprises.
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4. Add proof of concept, and more narrative

• Taken literally, the results of the paper suggest that higher interest 
rates can stimulate the economy  maybe higher R-R* just means 
that activity is strong which reduces the probability of a crisis

• Not fully clear what the policy implications are. Should banks track a 
different R* ? Should R be permanently higher?

• Paper has a lot of robustness checks: it would be more useful to have 
a narrative of what the influential observations are. Can be done by 
country, can be done by period.

• For the US and other major countries, it would be nice to check that 
the characterization of the stance lines up with other historical 
studies. Current draft plots stance in appendix A.2, should be part of 
the main text for readers to see.
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5. The trouble with dummies and cutoffs
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