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Disclaimer

The views expressed in this presentation are solely my own and may
differ from official Bank of Canada views. No responsibility for them

should be attributed to the Bank.



A long history
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NexGen: New Canadian Macro Model

O DSGE core

Emphasis on modelling inflation

Flexible link to the raw data

|diosyncratic trends

O Non-core

Data-rich environment
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Goals for the new workhorse model

Rich narrative over a wide variety of shocks

Clear monetary policy transmission mechanism
Sensible historical narrative

Forecasts at least as well as simple statistical models

Responds to the needs of the projection environment

Not unnecessarily complex

Flexible enough so that judgment and additional details can be
easily added or dropped



NexGen: A risk management tool

 tanded & Norkhorse Model
monetary pc.)licy) " Core DSGE
(EMP) toolkit 5 % Trends
Data-rich
Financial
Vulnerabilities
Variants

Question key behavioral
assumptions central for inflation:
» Price setting behaviour

« Inflation expectations

- , Shaping marginal cost
e « Production network
« Search and match labour
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Endogenous Policy Credibility
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Uncertainty and non-linearities can have important policy implications
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Comprehensive effort

Resources Governance

External experts

 Fabio Canova
 Sacha Gelfer
e Jonathan Swarbrick

Steering Committee

* 2 Deputy Governors
] e 2 Advisors
Economists (8 FTE) « 1 staff senior leader
* Model Developers
* Researchers
* Projection team

Software engineers, HPC experts, Data

<cientists Staff Advisory Group
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