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We develop a optimal rules-based interpretation of the 'three pillars
macroeconomic policy framework': a combination of a freely floating
exchange rate, an explicit target for inflation, and a mechanism than
ensures a stable government debt-GDP ratio around a specified long
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accommodate specific features of emerging market economies. The
model takes the form of two-blocs, a DSGE emerging small open
economy interacting with the rest of the world and features, in
particular, financial frictions It is calibrated using Chile and US


