
Table 1
Estimates of the new Phillips curve

h b j

GDP de#ator
(1) 0.829 0.926 0.047

(0.013) (0.024) (0.008)

(2) 0.884 0.941 0.021
(0.020) (0.018) (0.007)

Restricted b
(1) 0.829 1.000 0.035

(0.016) (0.007)

(2) 0.915 1.000 0.007
(0.035) (0.006)

NFB de#ator
(1) 0.836 0.957 0.038

(0.015) (0.018) (0.008)

(2) 0.884 0.967 0.018
(0.023) (0.016) (0.008)

Notes: This table reports GMM estimates of the structural parameters of Eq. (15). Rows (1) and (2)
correspond to the two speci"cations of the orthogonality conditions found in Eqs. (18) and (19) in
the text, respectively. Estimates are based on quarterly data and cover the sample period
1960:1}1997:4. Instruments used include four lags of in#ation, labor income share, long-short
interest rate spread, output gap, wage in#ation, and commodity price in#ation. A 12-lag
Newey}West estimate of the covariance matrix was used. Standard errors are shown in brackets.

The "rst speci"cation takes the form
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while the second is given by
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We estimate the structural parameters h and b using a nonlinear instrumental
variables estimator, with the set of instruments the same as is in the previous
case. For robustness, we consider two alternatives to the benchmark case. In the
"rst alternative we restrict the estimate of the discount factor b to unity, and in
the second, we use the non-farm GDP de#ator as opposed to the overall
de#ator. Finally, we estimate each speci"cation using the two di!erent normaliz-
ations, as given by Eqs. (18) and (19).

The results are reported in Table 1. The "rst two columns give the estimates of
h and b. The third then gives the implied estimate of j, the reduced form slope
coe$cient on real marginal cost. In general, the structural estimates tell the same
overall story as the reduced form estimates. The implied estimate of j is always
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