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Table 1: Bundesbank Estimated Reaction Function

α 2.58
(0.85)

β 1.31
(0.35)

γ 0.18
(0.16)

ρ 0.91
(0.03)

Table 2: Inflation forecast that equates actual and fitted target interest rates

1999:01 0.38 2000:02 0.12

1999:02 0.63 2000:03 0.32

1999:03 0.37 2000:04 0.50

1999:04 0.23 2000:05 0.44

1999:05 0.14 2000:06 1.00

1999:06 -0.01 2000:07 0.88

1999:07 -0.07 2000:08 0.71

1999:08 -0.23 2000:09 1.06

1999:09 -0.24 2000:10 1.25

1999:10 -0.27 2000:11 1.14

1999:11 -0.01 2000:12 0.75

1999:12 0.20 2001:01 1.02

2000:01 0.21 2001:02 1.09
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Table 3: Fitted target interest rates using individual country inflation and output gap data

France FRG Italy Spain Belgium NLD Austria Finland Ireland Portugal EuroWide Actual

99:01 4.85 4.95 5.34 6.73 3.38 4.61 3.79 6.07 9.36 5.51 5.18 3.14 

99:02 4.57 4.95 5.29 6.46 4.31 4.59 4.66 6.44 9.32 5.13 4.94 3.11

99:03 4.81 4.94 5.78 6.57 5.39 4.71 4.88 6.66 8.79 4.98 5.22 2.93

99:04 4.32 4.39 5.30 6.72 5.18 4.58 4.64 6.17 9.06 5.65 4.90 2.68

99:05 4.74 4.31 5.18 6.83 5.38 5.18 4.62 5.72 9.08 6.25 4.88 2.55

99:06 5.10 5.18 5.87 7.38 6.49 5.63 5.81 6.30 9.65 6.85 5.73 2.57

99:07 5.38 5.24 5.93 7.80 4.93 6.48 5.10 6.06 10.61 7.39 5.75 2.51

99:08 5.34 5.25 6.00 7.52 7.26 5.56 5.13 5.72 10.06 7.99 5.74 2.43

99:09 5.93 6.10 5.91 7.88 8.01 6.19 5.94 6.68 10.39 7.41 6.37 2.42

99:10 5.78 5.97 6.18 8.17 8.02 6.66 5.84 6.16 11.01 7.87 6.36 2.49

99:11 6.06 6.25 6.54 8.33 8.04 6.38 6.98 6.16 10.49 8.08 6.69 2.92

99:12 5.17 5.86 6.30 8.34 6.65 6.48 5.61 6.84 9.35 7.95 6.14 3.03

00:01 4.59 5.62 6.08 7.98 6.04 7.87 5.49 6.42 5.45 8.53 5.87 3.03

00:02 4.79 6.30 6.36 8.56 6.65 9.01 5.75 6.10 6.68 8.64 6.47 3.27

Discrep 2.31 2.59 3.07 4.73 3.33 3.20 2.51 3.46 6.44 4.23 2.94
Note: Discrep is the average discrepancy between the target shown in the column and the actual rate that prevailed (i.e., the column
average minus the average of the final column).
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Figure 1: Output Gaps for Germany and the Euro Area
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Figure 2: Forward looking Taylor rule
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