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R=r+rn+a(r—-n")+b(gap)
where R = nominal federal funds rate;
r" = neutral real federal funds rate;
n = the inflation rate;
= 2 percent;
gap = percentage deviation of output from its potential level or unemployment
from its natural rate.
Taylor (1993) setsa=0.5, b =0.5;
Balanced-approach rule setsa =05 b =1.0.
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%+ : Jerome H. Powell (2017), “The Economic Outlook and Monetary Policy,” Speech at the Forecasters Club
of New York Luncheon New York, February 22.
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