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(18)           
11

* *
1 1 1

1
t t t t t t t i t

i

u u        


     , 

where t  is the series persistence parameter changing over time and *
1t   

is the inflation target from the preceding period. In this case annual infla-
tion t  is defined as 100*ln(Pt/Pt −12), more comparable with the annual 
inflation target set by the central bank than the annualized monthly infla-
tion employed in the previous exercises. However, the end of the Section 
presents some comments allowing persistence values in both exercises to 
be compared. Modeling through a first order autoregressive process in 
this case introduces an MA(11) structure in the disturbance term. 
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In addition, equation (19) shows the law of evolution for parameter 
:t  

(19)                                     1t t tw    . 

Equations (18) and (19) show a state-space representation formulated 
from measurement and transition equations (20) and (21):  

(20)                                    t t t tH A   ,  

(21)                                     1t t tF v    . 



 



 



              









 













 
 
 
 
 
 
 
 
 

         
 
 
 
 
 
 
 
 
 

























 
 
 
 
 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
  

 

























   
   
   
   
   
   
   
   
   
    
   
   
   
   
   
   
   
   
  
      




















 
 









 
 
 
 
 
 
 
 
  







  



 

                

           
    

           

      

   

 































 

 


 





 





 





 




