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I. Introduction

This technical note provides step-by-step instructions for solving the canonical quarterly projection model 
(QPM) using EViews.1 The model illustrated is for “Country Z” but can be easily adapted to other countries.2

Users do not need to be proficient in the EViews programming language to calibrate and solve the canonical 
version of the QPM. All that is needed is the ability to collect the required data and to correctly modify 
existing EViews code (for example, selecting the appropriate equations for the exchange rate regime and 
setting the values of the key constants in the QPM). The EViews code that needs to be modified is explained 
in detail in the following sections.

This note focuses on the steps required to define the QPM using the EViews platform and on how to (1) solve 
the QPM for its baseline solution and (2) solve the QPM for an alternative solution (or scenario, involving one 
or more shocks) that, when compared with the baseline solution (produced here, by assumption, without 
shocks), provides an indication of the speed and trajectory of the economy’s return to the baseline.3

A. Brief Review of the QPM4

The QPM is a standard model for monetary policy analysis. It was developed to provide analytical support 
for a “forecasting and policy analysis system” (FPAS) that assists in the formulation of forward-looking 
monetary policy.

The QPM is a semistructural New Keynesian gap model. It is a structural model in the sense that the equations 
have economic interpretations with parameters whose values are estimated or set outside the model. The 
model is also neo-Keynesian in that it incorporates real and nominal rigidities (Berg, Karam, and Laxton 
2006). It also assumes that monetary policy is neutral over the long term.5 In other words, monetary policy 
can affect the path of output around its equilibrium trajectory but cannot affect the level of output over the 
medium term, when output returns to its potential level.

The QPM is a gap model. It estimates gaps in output, inflation, the real interest rate, and the real exchange 
rate from targets (inflation), trends (real exchange rate), or equilibrium positions (potential output). The 
model itself does not attempt to explain movements in potential output or other trends but takes them 
as given. The model includes an endogenous monetary policy reaction function that suggests a path for 
interest rates, based on the estimated gaps.

1	 EViews is an econometric software package sold and distributed by IHS Global Inc (http://www.eviews.com/). This manual 
is for EViews version 14 (or later). Please refer to Annex 1 for instructions on solving the quarterly projection model (QPM) 
using EViews 13.

2	 The QPM presented in this manual has been used extensively in several IMF courses. It is a canonical version that can be 
tailored to specific economies. QPMs solved using EViews were developed for Tonga and Solomon Islands as part of the 
Institute for Capacity Development’s forecasting and policy analysis system technical assistance projects.

3	 Sometimes, the word “baseline” includes “judgment” in the form of non-zero shocks.
4	 This section is based on Lindquist (2023).
5	 Short-term forecasts are produced using near-term forecasting or nowcasting models, and medium-term forecasts are 

typically based on the QPM. The long term (steady state) is taken as given, and monetary policy is neutral.

http://www.eviews.com
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The core model consists of four key behavioral equations:

	y An aggregate demand equation in which the output gap, ŷt, is a function of output persistence, ŷt−1, 
a monetary conditions index, mcit, the foreign output gap, ŷ*

t, and an exogenous aggregate demand 
shock, εy

t. The monetary conditions index, mcit, is a weighted average of the deviation of the real 
interest rate from its neutral rate, r̂t, optionally augmented by the credit premium, crpremt

, if any, and 
the deviation of the real effective exchange rate from its trend level, ẑt. Overall, the aggregate demand 
equation depends on five parameters that need to be calibrated (b1, b2, b3, b4, b5):

	y A Phillips curve equation, in which inflation, πt, is a function of its persistence, πt−1, inflationary expecta-
tions, Et{πt+1}, and real marginal costs, rmct that are a weighted average of the output gap, ŷt, (to capture 
the real marginal costs of domestic producers) and the real exchange rate gap, ẑt, (to capture the real 
marginal costs of importers), and exogenous cost-push shocks, επ

t. The standard forward-looking open-
economy Phillips curve for core inflation (that is, the headline consumer price index [CPI] excluding 
food and oil components) depends on three parameters that need to be calibrated (a1, a2, a3):

The Phillips curve block often includes subcomponents, notably food and energy:

The first term in rmct
food is the gap in the relative world food price, calculated using the world food 

price index in US dollars relative to the overall US price level, adjusted by the real exchange rate gap 
and by the trend in the relative price of domestic food. Similarly, for energy:

Combining the core, food, and energy inflation components using the relevant weights in the CPI 
basket gives headline inflation:

	y An uncovered interest parity (UIP) equation relates the nominal exchange rate, st, to its expected future 
value, Et{st+1}, the differential between domestic, it, and foreign, i*t, nominal interest rates, and a risk 
premium premt:
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Note that the nominal exchange rate is defined as units of domestic currency per unit of foreign 
currency. The second term in the UIP equation,

is the backward-looking component of the exchange rate, representing the exchange rate as an 
extrapolation of past exchange rates adjusted for the trend growth rate of the real exchange rate and 
the average inflation differential. The effect of the backward-looking component is determined by the 
e1 parameter, which needs to be calibrated.

	y A Taylor rule equation that describes a monetary policy reaction function in which the nominal policy 
interest rate, it, is set as a function of interest rate persistence, it−1, the deviation of expected inflation, 
Et{πt+N} from the inflation target, πT

t+N, and the output gap, ŷt. The neutral interest rate, int, is the nominal 
interest rate that would prevail if inflation were equal to the target and the output gap were equal to 
zero. It is the sum of the trend real interest rate, r̄t, and model-consistent inflation expectations, Et{πt+N} 
The standard UIP equation depends on three parameters that need to be calibrated (g1, g2, g3):6

B. Calibrating the QPM
To be useful for monetary policy formulation, the QPM must be calibrated to fit the characteristics (stylized 
facts) of the country studied. Calibration involves two main steps. First, the trend paths of key endoge-
nous variables must be modeled. This step also involves setting the steady-state values of these variables. 
Second, the parameters of the individual equations must be calibrated to make the QPM mimic known busi-
ness-cycle properties of the economy, including, for example, how changes in the nominal policy interest 
rate (that is, monetary policy) affect real variables. For the purposes of this paper, we shall demonstrate the 
calibration process for Country Z. Table 1 is an example of choices made for Country Z, for the purpose of 
illustration only, and as needed to be able to run the package provided with this manual.

The steady-state values are set exogenously. By design, the QPM converges toward the long-term (that is, 
steady-state) values of potential output growth, equilibrium real exchange rate appreciation, and domestic 
and foreign trend real interest rates. Targets for domestic and foreign inflation are also set exogenously. Key 
long-term parameters for the canonical model applied to Country Z are set as follows:

	y Potential output growth: Potential output growth over the medium term is set at 2.5 percent.
	y Domestic inflation target: The inflation target is 2 percent.
	y Foreign inflation target: The foreign sector in the model is set as the euro area. As such, the foreign 

inflation target is set at the European Central Bank’s target of 2 percent.
	y Equilibrium real exchange rate appreciation: Trend real exchange rate appreciation is set at 1.5 percent 

per year.

6	 This is a simplified version of the Taylor rule. It is possible to formulate the interest rate as a weighted average of a Taylor 
rule and a rate implied by uncovered interest parity to allow for a continuum of interest rate policies between strict inflation 
targeting and a peg, as presented in Table 1. Likewise, for the exchange rate (ER), it is possible to model a continuum 
between full ER flexibility (that is, ER is fully determined by uncovered interest parity) and a peg (that is, ER is set at the 
target). The h1 and h2 parameters listed in Table 1 control for such choices.
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	y Domestic real neutral interest rate: The real neutral interest rate is set at 2 percent, which implies a 
nominal neutral interest rate of 4 percent.

	y Foreign real neutral interest rate: The foreign (euro area) real neutral interest rate is set at 0.75 percent, 
which implies a nominal neutral interest rate of 2.75 percent.

Table 1 presents the complete set of steady-state targets and the parameters that reflect the speed of 
adjustment to the steady states required to solve the QPM.

Table 1. Calibration of the Canonical QPM: Country Z (Continued)
Parameter Definition Value

Aggregate demand equation 

b1 Output persistence 0.7
b2 Effect of monetary conditions on the output gap 0.2
b3 Effect of foreign output gap on the output gap 0.3
b4 Weight of real interest rate and REER gaps in the monetary conditions index 0.7
b5 Persistence in the credit premium 0.7
Phillips curve

(with equivalent equations for food and energy)
a1 Core inflation persistence 0.5
a2 Pass-through of marginal costs to inflation 0.25
a3 Share of domestic costs in firms’ aggregate costs 0.65
a21 Persistence of food price inflation 0.50
a22 Pass-through of food price inflation to overall inflation 0.10
a23 Effect of world food prices and the business cycle on food prices 0.25
a31 Persistence in energy prices and forward-looking component 0.50
a32 Effect of real marginal cost of energy price changes on energy inflation 0.05
a33 Effect of world oil prices and the business cycle on energy prices 1.0
Taylor rule

g1 Policy rate persistence 0.75
g2 Policy reactiveness to core inflation 0.25
g3 Policy reactiveness to the output gap 0.25
h1 Imperfect control over the money market (zero implies a free market) 0.0
Uncovered interest parity equation

e1 Nominal exchange rate persistence 0.20
h2 Degree of control over the exchange rate (dirty float or managed float or peg) 0.0
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Table 1. Calibration of the Canonical QPM: Country Z (Continued)
Parameter Definition Value

Exchange rate target

f1 Exchange rate target persistence 0.50
f2 Importance of inflation differential relative to the target 0.0
f3 Importance of the output gap 0.0
Steady-state targets
πT

t Inflation target (q-on-q) 2.0
r̄t The domestic real interest rate: neutral rate 0.5
Δ z̄t Annualized rate of change in the trend real exchange rate −1.5
Δȳt Annualized rate of change in potential output 2.5
π̄*

t Rest of the world target inflation 2.0
r̄ *

t Rest of the world target real interest rate 0.75
log(pt

food) − log(pt) Food price relative to the overall price level (pt) 0.0
log(pt

core) − log(pt) Core price level relative to the overall price level (pt) 0.0
π*

t Rest of the world annualized inflation 2.0
πt

oil Annualized inflation: world oil prices 5.0
Speed of adjustment parameters to the steady state
ρ1 Food prices relative to the CPI 0.75
ρ2 Core inflation relative to the CPI 0.75
ρ3 Persistence in the premium 0.5
ρ4 Real exchange rate 0.8
ρ5 Real interest rate target 0.8
ρ6 Potential output 0.8
ρ7 Real interest rate (rest of the world) 0.8
ρ8 Output gap (rest of the world) 0.8
ρ9 Nominal interest rate (rest of the world) 0.8
ρ10 Rest of the world inflation rate 0.8
ρ11 Nominal exchange (cross rate) 0.25
ρ12 Rest of the world food gap 0.5
ρ13 Target rest of the world food inflation 0.9
ρ14 Oil price gap (rest of the world) 0.5
ρ15 Oil price inflation target 0.9
ρ16 Inflation target 0.5
Note: CPI = consumer price index; REER = real effective exchange rate.

The suitability of the calibration of the model is assessed by generating impulse responses of the fully 
specified model and comparing these responses with the key stylized facts about the country of interest. 
These would include the reaction of the baseline solution to an exogenous change in the nominal exchange 
rate, to a shock in aggregate demand, a cost-push shock, and a monetary shock.

Impulse responses are generated by introducing a one-period unitary shock (1 percent) to specific structural 
errors in the QPM and assessing how the solution of the QPM with this shock changes relative to the baseline 
solution, which typically is produced without shocks. The procedure to generate impulse responses using 
the EViews solver is described in detail in the following section.
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II. Solving the QPM Using EViews

The aim of this section is to explain how to solve the QPM using EViews. It is organized as a seven-
step workflow. Users who wish only to compute the baseline solution can focus on Steps 1–6, while 
scenario analysis begins in Step 7. Advanced users may skip directly to Section III. In what follows, all 
EViews commands appear in monospace font, program file names are in bold, and variables appear 
in italics where first defined.

Figure 1 shows the files included in the QPM package for EViews 14.7 

Figure 1. Contents of the QPM Package for EViews

The driver program is called 0_qpm.prg. It contains the EViews code to initialize key QPM parameters, 
such as the forecasting horizon, and solves the model by calling other programs in the QPM package. This 
program must be run first to solve the QPM in EViews. Starting with any other program file will result in a 
run-time error because some of the key parameters required to solve the QPM are not defined.

Users can edit the driver program so that it runs only certain programs. However, at a minimum, 0_qpm.prg 
needs to invoke three programs to solve the QPM. First, it calls the program file 1_makedata.prg to generate 
the historical data needed to solve the model.8 Then it calls 2_definemodel.prg, which contains code that 
builds a workfile model object called “fpas_b”. This object contains 83 equations (mostly identities) that define 
the QPM. The core equations of the QPM depend on the calibrated parameters of the model (as labeled 

7	 The package can be downloaded by clicking on this link.
8	 Technically speaking, historical data are not required to solve the QPM. All that is needed are initial conditions for several 

endogenous variables. However, these conditions are often inferred using band-pass and Kalman filtering techniques, 
which require historical data.

https://1drv.ms/u/c/05a231ef6ad1cd95/IQBTGnN5oq-cTqnBdr-c0cTdAVxHtk18SvBqmtTwoECCAUQ?e=tACso5
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in Table 1). After this step is completed, the 0_qpm.prg program runs the program file 3_solve_model.
prg, which solves the model for the baseline solution and, optionally, relatively simple (alternative) scenarios 
involving shocks to exogenous variables (for example, a 100 basis point increase in domestic interest rates).

The programs that start with the suffixes “4_”, “5_”, and “6_” in the QPM package are utility programs that 
produce standard reports on the current baseline and alternative scenarios. Programs beginning with “7_” 
provide relatively complex examples of how to solve the QPM under various assumptions (that is, constraints) 
about the paths of key endogenous variables (for example, the price of oil). Note that these programs do not 
need to be run to solve the QPM. They are provided to help users formulate complex baseline or alternative 
scenarios for their own country. Programs 8_model_properties.prg and 9_impluse_response_graphs.
prg generate impulse response functions for the QPM. These are used to assess the implied impulse 
response functions for a specific calibration of the QPM and to guide adjustments to the calibrated param-
eters. Last, 10_compare.prg generates graphs that compare any two solutions of the QPM (for example, the 
baseline solution and a specific alternative scenario).

Following are the specific steps to solve the canonical version of the QPM using EViews.

A. Step 1: Data Collection: Prepare DATA.CSV

Figure 2. Contents of DATA.CSV (as Shown in Excel)

Figure 2 shows the contents of the raw data file for the QPM, which is a comma-delimited ASCII file called 
data.csv.9 The first step in developing and solving the QPM in EViews is to construct the data.csv file for 

9	 The data shown in Figure 2 are for a fictional country called “Country Z”.
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the country of interest. The short names of the variables, which cannot be changed, and their definitions are 
given in Table 2. The default working frequency is quarterly.

Table 2. Variables in the DATA.CSV File
Short Name Description

GDP Real GDP
CPI_U Overall CPI (non-seasonalized)
CPIF_U Consumer price index for food (non-seasonalized)
CPIE_U Consumer price index for energy (non-seasonalized)
CPIXFE_U Consumer price index for core (non-seasonalized)
S Nominal exchange rate with respect to a major trading partner (for example, the 

United States)
RS Nominal policy rate (percent)
GDP_RW Real GDP for the rest of the world
CPI_RW CPI for the rest of the world
D4L_CPI_TAR Target inflation (domestic): annual year-over-year rate
WFOOD_U World food price index
WOIL_U World energy price index
S_CROSS Cross exchange rate: US$ to exchange rate comparator
w_CPIF Weight of food items in the local or domestic CPI
w_CPIE Weight of energy items in the local or domestic CPI

Note that the data should end with the latest period available. Baseline and alternative projections will be 
generated starting with the first period after the end of the actual data. To demonstrate, we shall assume 
that the actual data end in 2022:3 and that the end of the projection period is 2025:4.

The final step is to transfer the contents of data.csv into a new page file in an active EViews workfile. We 
recommend starting with an empty workfile for the raw data and solution variables. In what follows, we will 
assume that the active workfile is called qpm_data.wf1, and the raw data will be imported to an EViews 
page file called “Country_Z”.10

B. Step 2: Import DATA.CSV into an EViews Workfile
EViews can read data saved in a variety of foreign file formats (including Excel, HTML, CSV, ASCII, RATS, 
Stata, SPSS, and SAS). EViews will recognize the file format when the foreign file is opened.

There are several ways to open a foreign file in EViews:11

	y Click “File ➔ Open ➔ Foreign Data as Workfile…”.
	y Copy and paste as “New Workfile” in the EViews desktop.
	y Drag and drop a file in the main EViews output window.

10	 The name of the EViews workfile does not need to be qpm_data.wf1.
11	 Always start a new session of EViews with a new workfile before importing a foreign data set. This is to avoid accidentally 

overriding existing data.
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To illustrate, we will now create an EViews workfile from data.csv. For this data set, a comma-delimited text 
file, the first observation is for 1996:1 (quarterly), and the last observation is for 2022:3.12 Note that data for 
the included variables outside of this range are set to missing values (or “NA” using EViews syntax).

The easiest way to import the file is to click “File ➔ Open ➔ Foreign Data as Workfile…” (see Figure 3). 
Then select the directory where the data.csv file is stored and open the file. A dialog box with a title of “Text 
Read – Step 1 of 5” appears (see Figure 4), with prepopulated entries assigned by EViews.

Figure 3. Importing DATA.CSV into EViews

Figure 4. EViews Text Read Dialog Box (Step 1 of 5)

12	 The raw data file can also be in Microsoft Excel format. The steps presented would need to be modified somewhat to 
import the data in this case. Alternatively, the Excel file can be saved to a comma-delimited file using the “File ➔ Save 
As…” command in Microsoft Excel.
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Clicking the button labeled “Next >” twice brings up the dialog box shown in Figure 5.13

Figure 5. EViews Text Read Dialog Box (Step 3 of 5)

Clicking the “Next >” button again produces the dialog box shown in Figure 6.

Figure 6. EViews Text Read Dialog Box (Step 4 of 5)

13	 The screen image for step 2 is not shown.
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And clicking “Next >” once more presents the dialog box shown in Figure 7.

Figure 7. EViews Text Read Dialog Box (Step 5 of 5)

Last, clicking the button labeled “Finish” instructs EViews to import the data from data.csv into a page 
file called “Data” and save it to a new workfile called data.wf1. The frequency of the resulting page file is 
quarterly, and its range is 1996:1–2022:3 (as required).

Note that before the foreign file is processed, a pop-up dialog box appears asking whether to “Link imported 
series and alpha object(s) to external source? (Figure 8)”. We recommend you select “No”.14 The resulting 
page file called “data” is shown in Figure 9.

Figure 8. EViews “External Link” Dialog Box

14	 If one clicks the “Yes” button, series imported to EViews will update automatically when updates occur in the foreign 
sources. Clicking on “No” means that the series in the workfile will be “copies” of the imported data and will not reflect 
any updates in the foreign sources.
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Figure 9. EViews Workfile after DATA.CSV Has Been Imported

.

Click on the “Save” tab button of the workfile to save your work. Alternatively, click on “File ➔ Save As…” to 
save the workfile to another name (for example, qpm_data.wk1). Note that page files can be easily renamed 
by clicking on the page file tab in the lower left-hand corner and then right-clicking with the mouse to bring 
up the “Rename Workfile Page…” dialog option (Figure 10).

Figure 10. Procedure for Renaming an EViews Page File 

The EViews package for the QPM assumes that the data page file is called Country_Z. Please rename the 
newly created page file to Country_Z before proceeding to Step 3 (Figure 11).
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Figure 11. DATA.CSV Saved in the Country_Z Page File

C. Step 3: Edit the Program File 0_qpm.prg
The next step in solving the QPM using EViews is to edit the 0_qpm.prg program file so that it points to the 
page file that contains the raw data (in this case, Country_Z). At the same time, it is necessary to specify the 
baseline solution’s start and end dates, based on the raw data in the Country_Z page file.

To open 0_qpm.prg in EViews, click on “File ➔ Open ➔ Programs…” and select 0_qpm.prg from the 
working directory that contains the QPM package (Figure 12).

Figure 12. Opening an EViews Program File from the File Menu
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The following dialog box will appear, which is used to select 0_qpm.prg (first file in the upper right-hand 
side of the dialog box [Figure 13]).15

Figure 13. EViews “Open File Explorer” Dialog Box

After 0_qpm.prg is opened successfully, EViews will display the contents of the program file in a new 
window (Figure 14).

Figure 14. EViews Program File: 0_qpm.prg (Lines 1–19)

Three key parameters in 0_qpm.prg must be set before running the program. The first parameter, %source_
dir (line 8), should be set to the name of the page file that contains the raw data for the QPM. The second 

15	 Figure 13 is one such example. The format of the dialog box and its contents depends on the location of the QPM package 
on the user's computer, and its settings.
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parameter, %baseline (line 16), sets the tag (or suffix) for the baseline solution. It cannot be more than three 
characters long. The last parameter is %target_dir (line 10). Its setting determines the name of the page file 
that will have the series containing the QPM solution. Note that the page file that %target_dir points to will 
always be initialized (that is, emptied) whenever 0_qpm.prg is run.16

In the screenshot shown in Figure 14, the %source_dir parameter is set to “Country_Z”, which corresponds 
to an actual page file in the workfile. Also, %baseline is set to “cz”. Consequently, series containing the 
baseline solution of the QPM will have names of the form “name_cz”, where “name” is replaced with the 
actual name of an endogenous variable. For example, the (log of the) nominal exchange rate in the QPM, 
which is endogenous, is called “l_s” in the QPM. The generated series containing the baseline solution will 
therefore be named “l_s_cz”. Last, given the current setting of %target_dir, this variable will be saved in a 
page file called temp_ev in the open workfile (in this case, qpm_data.wk1).

The last step is to change, if necessary, the settings of %sstart (line 72 in Figure 15), %slast (line 73), 
%simstart (line 77), and %simend (line 79). The parameter %sstart should be set to the actual start date 
of the raw data (in this case, 1996:1). The %slast parameter should be set to the actual end date (that is, last 
observation) of the raw data (in this case, 2022:3). Note that the %simstart parameter in 0_qpm.prg is set 
programmatically to the beginning of the simulation period, which is necessarily one period more than the 
end date of the raw data. Hence, for this case, it will be set to 2022:4. Last, the %simend parameter should 
be set to the end date of the simulation period. It determines the length of the simulation period and can 
be set to any number of periods beyond the start of the simulation period. In this case, %simend is set to 
2025:4, and with these settings, the QPM will therefore be solved for 13 periods, from 2022:4 to 2025:4.

Figure 15. EViews Program File: 0_qpm.prg (Lines 71–91)

16	 This implies the existing version needs to be copied to another page file (or renamed) to preserve the results from previous 
runs of 0_qpm.prg.



16� Technical Notes and Manuals

D. Step 4: Generate the Data for Solving the QPM
The QPM cannot be solved without first initializing all its endogenous and exogenous variables. This is 
the role of the program file 1_makedata.prg, which is run from 0_qpm.prg using an EViews “include” 
command.17 Running 1_makedata.prg from 0_qpm.prg creates, in the page file that %target_dir points 
to, all the variables required to successfully solve the QPM using EViews.

For example, 1_makedata.prg includes code to deseasonalize the raw data using the X12/X13 routine (as 
needed) and to calculate the potential “_bar” and “_gap” values using the Hodrick–Prescott filter (see lines 
153–157). Given that the QPM has backward-looking elements (that is, lagged values), this step essentially 
provides the starting point (or an anchor) for the baseline solution.18

The following steps demonstrate the process of running 1_makedata.prg. It also describes the resulting 
output(s). The first step is to open the program file 0_qpm.prg and scroll to line 91. Place the cursor at the 
end of line 91 and press the Enter key on your keyboard to add a new blank line to the program file. Then 
add the stop command at this line, as shown in Figure 16. The EViews stop command will terminate the run 
at line 92, thereby preventing EViews from processing any commands beyond line 91. The correct setup for 
the 0_qpm.prg file is shown in Figure 16 (see line 92, where a stop command has been positioned):

Figure 16. EViews Program File: 0_qpm.prg (Lines 85–107)

To run this program, first ensure that the QPM workfile created previously (for example, qpm_data.wk1) 
is open in the current workspace. If it is not open, invoke the “File ➔ Open ➔ EViews Workfile…” menu 
command. Then click on the Run tab in 0_qpm.prg (just below the “Command” tab shown in Figure 16).

17	 It cannot be run directly as a stand-alone program because it depends on the settings of %slast and %simstart. These 
parameters are set in 0_qpm.prg.

18	 There are several approaches to anchoring the within-sample values of the potential or gap variables in the QPM. Rather 
than using the Hodrick–Prescott filter, one can use the Kalman filter to estimate these variables, given the calibration and 
equations of the QPM. This approach is not implemented in the EViews package.
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EViews will respond with the dialog box shown in Figure 17.19

Figure 17. Executing EViews Program: Run Dialog Box

Click OK to run the code in 0_qpm.prg to line 91, including 1_makedata.prg. The result is shown in Figure 18.

Figure 18. Page File “temp_ev” after Processing “1_makedata.prg”

Notice that the run has added a new page file called temp_ev and generated all the endogenous and 
exogenous series required to solve the QPM. Table 3 contains the naming scheme.20

19	 The location of 0_qpm.prg will likely differ from one user to another.
20	 The table documents only those variables that appear explicitly in the model specification. For example, variables that 

end with a “_u” suffix refer to non-seasonally adjusted variables but are not used as is (nor directly) in the QPM.
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Table 3. Naming Scheme of the QPM
Prefix Suffix Definition Description

l_x 100 ∗ log(x) Natural logarithm of the data

d4l_x log(x) − log(x(−4)) Annual growth rate, derived from a four-period 
difference of log(x)

dla_x 4 ∗ log(x) − log(x(−1)) Annualized growth rate derived from the one-period 
difference of log(x)

wt_x wtx Time-varying weight variable

wt4_x wt4x Four-period lagged weight variable

ws_x wsx End of period weight

_bar lxbar
Potential and smoothed value of the variable21

_gap lxgap 
= lx − lxbar

Deviation of actual from potential

_tar lxtar
Target value of the series

E. Step 5: Create an EViews Model Object of the QPM
This step is completed by editing and running the program file 2_definemodel.prg (from 0_qpm.prg). 
This program creates a model object that consists of the equations or identities that define the QPM. The 
equations of the model should be structured and calibrated for the target country. These steps are explained 
in the following sections.

Open the file called 2_definemodel.prg using the “EViews File ➔ Open ➔ Programs…” command. Doing 
so produces the screen image shown in Figure 19.

Figure 19. EViews Program File: 2_definemodel.prg (Lines 1–31)

21	 Note that the definition is applied to a generic variable x. 
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Lines 6–31 of 2_definemodel.prg define 26 shock variables and sets them all to zero. These variables 
typically remain at zero when solving for the baseline solution of the QPM. They are set to non-zero values 
to introduce shocks to specific endogenous variables under an alternative scenario. For example, setting 
the shock variable SHK_L_GDP_GAP to 1 for a single period introduces a one-time (or one-period) positive 
shock to the output gap. The difference between the solution of the model for GDP with this shock and the 
baseline solution, which does not have the shock, yields an estimate of the impulse response function of a 
shock to the output gap.

Scrolling down to line 33 of 2_definemodel.prg (Figure 20) reveals the section of the file where the param-
eters of the QPM, which are scalars in the EViews page file, are assigned specific values to calibrate the 
QPM. All the parameters of the QPM (see Table 1) can be found in lines 37–110. Users must set these values 
to their preferred values, given the country of interest. The remaining lines in the program file (from lines 112 
onward, though not shown in Figure 20) define the equations of the QPM. They are “append commands” 
that each add a single equation to a model object called fpas_b, which is saved to the specified %target_dir 
page file (in this case, temp_ev).22

Figure 20. EViews Program File: 2_definemodel.prg (Lines 33–63)

22	 The remainder of the file is partially shown in Figures 21 and 22. See Figure 22, line 155 for an example of an append 
command.
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Figure 21. EViews Program File: 2_definemodel.prg (Lines 68–111)

Figure 22. EViews Program File: 2_definemodel.prg (Lines 152–164)
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The default version of the 2_definemodel.prg is for the canonical version of the QPM. It assumes the 
central bank has adopted inflation targeting and a UIP with a backward-looking component (depending on 
the setting of the parameter e1 [see line 155]).23

If the central bank controls the exchange rate to a certain extent, line 155 (Figure 22) should be replaced 
with line 157 (which is a comment line in the default version of 2_definemodel.prg). The parameter h2 in 
this equation should reflect the degree of control that the central bank has over the nominal exchange rate 
(pegged, managed, or shifted to meet the inflation objective). Higher values of h2 imply greater control over 
the exchange rate.

The next adjustment relates to the monetary policy or interest rate adjustment rule that the central bank 
uses. The default version of this rule is shown in line 161. It assumes that the central bank has full control 
over domestic interest rates and adjusts them, with some persistence, as a function of the risk-free neutral 
rate, the gap between the inflation target and inflationary expectations, and the output gap. Of course, the 
equation may also be modified to reflect less of a forward-looking element for inflationary expectations (the 
default is three periods ahead).

Once these edits are completed, the program 2_definemodel.prg will run from 0_qpm.prg. First, edit the 
program 0_qpm.prg and shift the line with the stop command so that it is now immediately after the line 
“include 2_definemodel.prg” (as shown in Figure 23).

Figure 23. EViews Program File: 0_qpm.prg (Lines 91–111)

23	 The parameter e1 ranges between 0 (completely forward looking) and 1 (completely backward looking).
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After making these changes, run the program by clicking on the Run tab in the upper left-hand corner of 
the screen. The result will be a reconstructed %target_dir page file called temp_ev (given the setting of 
%target_dir) containing an EViews model object called fpas_b (Figure 24).

Figure 24. “temp_ev” after 2_definemodel.prg Is Processed

Double-clicking on the fpas_b model object shows the equations contained in the object (Figure 25).24 
Double-clicking on any equation in the fpas_b object shows the algebraic definition of the equation 
(Figure 26).

24	 The model object indicates that there are 83 equations in the QPM. Most of these equations are identities, added to 
automate the generation of derived variables from the baseline solution of the model.
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Figure 25. QPM Equations in FPAS_B

For example, double-clicking on the l_gdp_gap equation (first line of fpas_b) shows the algebraic definition 
of the equation. Notice its dependence on three parameters (b1, b2, b3), all of which need to be calibrated 
before the QPM can be solved.

Figure 26. L_GDP_GAP Equation in FPAS_B

The endogenous and exogenous variables of the QPM can be listed by clicking on the “Variables” tab 
(Figure 25). The resulting view indicates that the canonical version of the QPM has 83 endogenous and 27 
exogenous variables (Figure 27).
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Figure 27. Endogenous Variables in the FPAS_B QPM

Figure 28 shows the exogenous variables of the QPM.

Figure 28. Exogenous Variables in the FPAS_B QPM



Solving the Canonical Quarterly Projection Model Using EViews� 25

Observe that the only exogenous variables in the model are the structural error terms of the key endog-
enous variables. These variables begin with “shk_” and are typically set to zero for the baseline solution. 
Most of the 83 equations in the QPM are identities (56 in total). They were added to the QPM so that the 
EViews solver would also calculate and save to the %target_dir (or temp_ev) page file key series that are 
deterministic functions (for example, the 56 identities) of the baseline solution variables.

F. Step 6: Solve for the Baseline Solution
Solving for the baseline solution, given the calibration of the QPM and the available data, involves running 
the program 3_solve_model.prg. Open this file using “File ➔ Open ➔ Programs…” to inspect its content 
(Figure 29).

Figure 29. 3_solve_model.prg (Lines 1–24)

Lines 9–24 initialize the values of variables with expectations terms in the QPM for the solution horizon (%sstart 
to the last period in the page file range). EViews will use these values to generate an initial solution.25 The 
solution algorithm (E-QNewton) will then shift the initial values of the forward-looking variables toward the 
optimal solution and again solve the model conditional on the revised values (that is, solve for the next 

25	 The program sets most of these variables to their steady-state value (see Table 1).
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iteration). This process continues until the algorithm converges—that is, it determines that further changes in 
the future-dated variables, given the current solution, are not possible or needed.

The last data preparation step (lines 30–32) before solving the model is to assign within-sample (that is, prior 
to the start of the simulation period) values to the series rs_unc (the nominal policy interest rate, percent per 
annum) and the series cr_prem (the credit risk premium). This step is necessary because the values of these 
variables before the start of the simulation period cannot have missing values. They can be derived from the 
actual (within-sample) data.

With these changes, the QPM can be solved successfully, given the current data setup and calibration. The 
commands to do so are shown in Figure 30.

Figure 30. 3_solve_model.prg (Lines 33–53)

Recall that the parameter %baseline sets the suffix (string) attached to the names of the series containing 
the baseline solution. Thus, with %baseline = “_cz”, the solution for real GDP, which is called l_gdp in 
the working page file, will be saved in a series named l_gdp_cz. Lines 40–46 define additional strings to 
describe the simulation.26 They can be changed as required. Lines 48–52 are the commands that solve the 
model, given the solve options added in line 48.

Last, add (temporarily) a stop command at line 53. This will prevent the remaining commands in the current 
program file from being executed (more on these commands in the following sections).

26	 For example, “mce_sim_” in the program is an abbreviation of “model-consistent expectations simulation.” Its setting 
does not influence the solution of the model. See the EViews help file for complete explanations of the “.scenario“, 
“.solveopt“, and “.solve” commands.
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Figure 31. 3_solve_model.prg (Lines 46–54)

The model cannot be solved by running the 3_solve_model.prg file directly. It must be run from the 
program file 0_qpm.prg. Open this file using “File ➔ Open ➔ Programs…” (Figure 32).

Figure 32. 0_qpm.prg (Lines 90–110)
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Edit this program so that the stop command on line 93 is now after line 93 (“include 3_solve_model.prg”) 
(Figure 33).

Figure 33. 0_qpm.prg with a “stop” Command at Line 94

Doing so will ensure that the program file 3_solve_model.prg will be processed every time 0_qpm.prg is 
run.27

With this change, and the stop command in 3_solve_model.prg, the program will process 1_makedata.
prg, 2_definemodel.prg, and (partially) 3_solve_model.prg, after which it will terminate.

Clicking the Run tab, as before, brings up the dialog box shown in Figure 34. Press the OK button to solve 
the model.

27	 Of course, given the stop command that is present in the program file 3_solve_model.prg at line 54 in Figure 31, the 
new stop command in 0_qpm.prg at line 94 will never be executed, making it unnecessary.
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Figure 34. EViews “Run Program” Dialog Box

Given the settings, the solution variables are tagged with the string “_cz” and saved in the page file called 
temp_ev. Note that one series is created for each of the 83 endogenous variables in the model. Partial 
contents of the temp_ev page file are shown in Figure 35.

Figure 35. Page File “temp_ev” after Solving the QPM
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To examine the solution or forecast for (100 times the logarithm) of real GDP (named l_gdp in the QPM), for 
example, issue the following EViews commands:

		  smpl 2022:1 2025:4

		  show l_gdp l_gdp_cz

in the upper command area. The result will be the spreadsheet view shown in Figure 36 (the background is 
a directory view of the contents of the temp_ev page file).

Figure 36. Baseline Solution for L_GDP

Note that the baseline solution for the simulation horizon (2022:4–2025:4) is stored in the variable called 
l_gdp_cz. Likewise, the baseline solution for overall inflation and its three components (core, d4l_cpixfe, 
food, d4l_cpif, and energy, d4l_cpie) can be viewed as a group using the following EViews show command:

show d4l_cpi d4l_cpi_cz d4l_cpixfe d4l_cpixfe_cz d4l_cpif d4l_cpif_cz d4l_cpie d4l_cpie_cz



Solving the Canonical Quarterly Projection Model Using EViews� 31

Executing this command produces the following spreadsheet view (Figure 37):

Figure 37. Baseline Solution for D4L_CPI, D4L_CPIXFE, D4L_CPIF, D4L_CPIE

G. Step 7: Create and Solve Alternative Scenarios
An alternative scenario introduces a shock to the baseline settings by changing the setting of one or more of 
the “shk_” (exogenous shock) variables to a non-zero value. The non-zero setting may be for a single period, 
a contiguous range of periods, or several non-adjacent periods.

For example, suppose that the central bank plans to introduce a four-period 100 basis point increase in the 
interest rate starting in 2022:4, the first period of the forecast horizon. Lines 56–82 in 3_solve_model.prg 
show how to solve the QPM with this proposed “shock” to the baseline (see Figure 38).
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Figure 38. 3_solve_model.prg (Lines 56–86)

In lines 58–62, the shk_rs_unc variable is modified to introduce a 100 basis-point shock to the central bank 
policy rate during 2022:4–2023:3. The model is solved under this assumption using the commands shown 
in lines 64–78.

The resulting solution is often referred to as an “alternative scenario” in EViews, and, given the changed 
setting for the %Alternative parameter as “czr” in line 64 and its use in line 72 to adjust the default scenario 
settings, the solution will be stored in series that are tagged by a “_czr” suffix. Comparing any series tagged 
with a “_czr” suffix to the same variable with a “_cz” suffix (that is, the baseline solution without the shock) will 
reveal the effect of the proposed policy change on the baseline forecast.

Note that once the model is solved under the alternative scenario, it is imperative to return the shock variable 
to zero. This will ensure that the shock is nullified and will not affect subsequent simulations (Figure 38, lines 
80–82).28

28	 This example assumes that only a single shock affects the baseline. More complex alternative scenarios, involving multiple 
shocks over different time periods, are also possible. See the program files beginning with “7_” for examples of alternative 
scenarios involving multiple shocks.
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To solve the model with the proposed shock, return to the program 0_qpm.prg29 and click on the Run tab 
and then click the OK button. Doing so re-solves the model and creates the “_cz” (baseline solution) and 
“_czr” (the alternative scenario solution). Figure 39 shows the state of the temp_ev page file once the run 
is completed.

Figure 39. “temp_ev” after “czr” (100 Basis Point Shock)

Notice that for each endogenous variable of the QPM, there are now three series: the original series (with no 
suffix and only missing [NA] values in the forecast horizon); a series with a “_cz” suffix, which has the baseline 
solution without the shock; and a series with a “_czr” suffix, which is the solution of the QPM with the shock 
embedded in the shk_rs_unc variable.

The significance of the effect of the proposed four-period shock to the policy rate on inflation (dla_cpi, 
annualized quarterly inflation rate) can be examined by issuing the following EViews commands:

		  smpl 2022:1 2025:4

		  show dla_cpi_cz dla_cpi_czr

29	 The stop command that was added to 3_solve_model.prg in the previous step must be removed before rerunning the 
solver. Otherwise, EViews will not produce the results for the alternative scenario.
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The result is shown in Figure 40.

Figure 40. Spreadsheet View: DLA_CPI_CZ Versus DLA_CPI_CZR

Click on “View ➔ Graph” to plot the series on the same graph for the period 2022:1–2025:4 (Figure 41).

Figure 41. DLA_CPI_CZ Versus DLA_CPI_CZR

As expected, the proposed increase in the policy rate reduces inflation with a time lag.
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Last, running 10_compare.prg after an alternative scenario is generated will produce useful tables and 
graphs that compare the baseline solution with the alternative. The program uses the current settings for 
the %baseline and %alternative string variables, respectively, to determine the series in the %target_dir 
page file (temp_ev) that contain the baseline results and those that contain the alternative scenario results.

Lines 82–84 in the program file 3_solve_model.prg demonstrate the use of 10_compare.prg (see Figure 42). 
In this example, the %baseline parameter is set to “cz”; the %alternative parameter is set to “czr”.

Figure 42. 3_solve_model.prg (Lines 63–84)

Running the code with 10_compare.prg on line 84 produces two useful graph objects: COMPARE_CZR 
and DIFFERENCES_CZR. Double-click on these objects (or use the EViews “show” command) to inspect 
these graphs.

The COMPARE_CZR graph object (Figure 43) plots the baseline (blue line) against the alternative (red 
line) for nine key endogenous variables in the QPM (inflation [q-on-q], inflation [y-on-y], core inflation, food 
prices, energy prices, the nominal interest rate, the nominal exchange rate [increases imply a deprecia-
tion], the output gap, and the monetary conditions index). As expected, relative to the baseline solution, an 
increase in the policy rate reduces inflation, appreciates the nominal exchange rate, increases the monetary 
conditions index, and makes the output gap more negative. The effect of the interest rate increase depends 
on the current calibration.
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Figure 43. EViews Group Object: COMPARE_CZR

The DIFFERENCES_CZR graph object (Figure 44) plots the difference between the alternative and the 
baseline solutions (that is, in this case, the function [x_czr − x_cz], where “x” is substituted by the name 
of a specific endogenous variable). Although this graph is a useful summary measure or indicator of the 
differences between the alternative and the baseline scenarios, it can provide a misleading indication of 
the significance of these differences because they may be negligible in absolute terms. Always consider 
the scale used on the vertical axis before assessing the significance of the absolute difference between the 
alternative scenario and the baseline.
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Figure 44. EViews Group Object: DIFFERENCES_CZR

Steps 1–7 are the minimum required steps to solve the QPM using EViews. To recap, solving the QPM 
requires modifications to the program files 0_qpm.prg, 1_makedata.prg, 2_definemodel.prg, and  
3_solve_model.prg so that

	y the QPM is calibrated for the target economy;
	y the endogenous variables of the QPM are initialized using 1_makedata.prg; and
	y initial conditions are also specified for the future-dated variables so that the EViews solver can generate 

the initial solution of the model, and iterations occur until the variables converge to the rational expec-
tations solution.

EViews provides three methods for solving models with future-dated variables: the Fair-Taylor, E-Newton, 
and E-QNewton (used in this manual, as it is more robust than the other methods). The EViews help manual 
provides detailed information on these methods.
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III. Useful Programs in the EViews  
QPM Package

The EViews package for solving the QPM includes additional programs (with a prefix greater than 
“3_”) that provide useful representations of the actual data (that is, useful stylized facts), the baseline 
solution, and solutions involving alternative scenarios. The package also has examples of more complex 
scenarios, both for the baseline and the alternative (see files with a “7_” prefix). The next sections describe 
each of these programs in turn.

A. Utility Program #1: 4_stylized_facts.prg
This program produces seven graph objects named stylized_facts_p# that summarize the stylized facts 
embedded in the raw data.30 The objects are saved in the same page file as the solution variables (that is, 
%target_dir = “temp_ev”). Table 4 lists the graph objects produced by 4_stylized_facts.prg.

Table 4. Graphs Generated by 4_stylized_facts.prg
Graph Name Content EViews Command

stylized_facts_p1 Nominal variables (inflation, exchange rate, foreign inflation) show stylized_facts_p1
stylized_facts_p2 CPI subcomponents (core, food, and energy) show stylized_facts_p2
stylized_facts_p3 Real variables and trends (real GDP, potential output) show stylized_facts_p3
stylized_facts_p4 Output gaps show stylized_facts_p4
stylized_facts_p5 Relative prices of domestic core, food, and energy prices to 

foreign prices
show stylized_facts_p5

stylized_facts_p6 Foreign variables (real GDP, interest rate, output gap) show stylized_facts_p6
stylized_facts_p7 Foreign variables (oil price inflation, world food price  

inflation, relative oil, and food price inflation)
show stylized_facts_p7

Note: CPI = consumer price index. 

Examples of the stylized graphs produced using the Country Z data set are shown in Figures 45–51.

30	 These graphs are based on those produced using IRIS/MATLAB for the “Monetary Policy Analysis and Forecasting” course 
offered by the IMF’s Institute for Capacity Development.
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Figure 45. Example of stylized_facts_p1
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Figure 46. Example of stylized_facts_p2
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Figure 47. Example of stylized_facts_p3

.
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Figure 48. Example of stylized_facts_p4
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Figure 49. Example of stylized_facts_p5



44� Technical Notes and Manuals

Figure 50. Example of stylized_facts_p6

Note: CPI = consumer price index 



Solving the Canonical Quarterly Projection Model Using EViews� 45

Figure 51. Example of stylized_facts_p7

Note: CPI = consumer price index.
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B. Utility Program #2: 5_produce_forecast_graphs.prg
This program creates a single graph object called forecasts_{%Target}, where the string “{%Target}” is 
replaced by the current tag of the solved scenario (as set by the user). The %Target string must be set to a 
previously solved scenario before running 5_produce_forecasts_graphs.prg.

For example, we previously tagged the baseline solution using “cz”. Setting %Target = “cz” and then running 
5_produce_forecasts_graphs.prg creates the graph shown in Figure 52, which displays the behavior of six 
key endogenous variables during the forecast horizon.

Figure 52. EViews Graph: FORECASTS_CZ
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The graph object is saved in the %target_dir = “temp_ev” page file and can be shown from within EViews 
by issuing the following command:

					     show forecasts_cz

in the EViews command window.

C. Utility Program #3: 6_generate_data_for_forecast_tables.prg
The QPM package for EViews contains an Excel template spreadsheet named QPM_Output.xlsx. Once 
correctly populated, which requires a standard copy-paste operation from an EViews series view, QPM_
Output.xlsx provides useful summary tables for any QPM solution produced by the EViews solver.

The program 6_generate_data_for_forecast_tables.prg organizes all the series required by the Excel 
template (see the worksheet called Data in QPM_Output.xlsx) into an EViews group. The group object is 
saved in the %target_dir = “temp_ev” page file under the name table_data_{%Target}, where the string 
{%Target} is replaced with the current setting of the %Target string. Thus, if %Target = “cz”, the group 
object is saved using the name table_data_cz and can be shown using the EViews command “show table_
data_cz” (Figure 53).

Figure 53. EViews Spreadsheet Object: TABLE_DATA_CZ

Clicking on the upper cell in the first column selects all the series and associated data. Then right-click to 
copy the selected cells to the clipboard (Figure 54). 

Once copied to the clipboard, the solution data are easily copied to the correct location in Excel.
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Figure 54. Copying TABLE_DATA_CZ to Windows Clipboard and Excel 

To do so, open the QPM_Output.xlsx spreadsheet using Microsoft Excel. Click on the Data worksheet. 
Select the R1C1 cell in the upper left-hand corner of the worksheet view, then right-click and select 
“Paste Special…” (Figure 55) followed by “Text” (as shown in Figure 56).

Figure 55. Pasting Graph Object “TABLE_DATA_CZ” to Excel
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Figure 56. Excel “Paste Special” Dialog Box

Following these steps will copy the data in the group object to the correct worksheet cells. The tables in the 
other worksheets of the workbook, which point to specific cells in the Data worksheet, will then be automati-
cally updated.

The Excel spreadsheet contains six worksheets, each with a table that summarizes key attributes of the 
scenario of interest (typically the baseline or alternative scenario) and the main contributors to the solution 
values. For example, the Main Indicators worksheet provides a tabular view of the main endogenous 
variables in the QPM (CPI, exchange rates, inflation, the real economy, and monetary conditions) for the 
period 2022:1–2025:4 (see Figure 57 for a partial view of the table). The first three observations (2022:1–
2022:3) are actual values derived from data.csv.
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Figure 57. Table of Main Indicators: Country Z, 2022:1–2023:2
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The Inflation Decomposition worksheet shows overall core, food, and energy inflation for the period 
2022:1–2025:4 (as shown in Figure 58, but for a shorter period of 2022:1–2023:2). It also breaks down the 
overall change of their forecast values (2022:4–2025:4) into the various contributions of their determinants. 
For example, core inflation is projected to hit 8.3 percent in 2022:4. Persistence (lagged inflation) accounts 
for 6.7 percentage points, whereas expectations of future inflation contribute 2.4 percentage points. Last, 
there is a slight reduction in overall core coming from lower imported real marginal costs (0.8 percentage 
points).

Similar decomposition tables may be found in the worksheets named Demand and Supply, Policy 
Decomposition, and Foreign Variables.

D. Utility Program #4: 8_model_properties.prg
The purpose of 8_model_properties.prg is to generate impulse response functions of the main endog-
enous variables in the QPM for different values of specific parameters (for example, b1 in the aggregate 
demand equation). A careful inspection of these impulse response functions may prompt the user to modify 
the QPM calibration.

Figure 59 shows a typical graph from 8_model_properties.prg for a 100 basis point shock to the policy rate 
(implemented by increasing SHK_RS_UNC by 1 for a single period).31 Note that each impulse response in a 
single graph (for example, inflation) uses five different combinations of b1 and b2.32

31	 Note that the program derives impulse response functions for multiple shocks, separately (namely, to core inflation 
[SHK_DLA_CPIXFE], the output gap [SHK_L_GDP_GAP], the nominal exchange rate [SHK_L_S], the nominal policy rate 
[SHK_RS_UNC], food inflation [SHK_DLA_CPIF], and energy price inflation [SHK_DLA_CPIE]), and produces graphs for 
nine key endogenous variables. The results for the SHK_RS_UNC shock are shown in Figure 59. Similar graphs can be 
obtained for the other shocks.

32	 More can be added by editing the program file.
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Figure 58. Forecast—Inflation Decomposition: Country Z, 2022:1–2023:2
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Figure 59. Impulse Responses for Different Values of b1 and b2

The specific values for b1 and b2 can be examined more easily by selecting any graph using the mouse, right-
clicking and then invoking “View Selected Graphs” (Figures 60 and 61).
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Figure 60. Selecting a Single Graph from an EViews Multiple Graph Object
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Figure 61. Impulse Responses for Different Values of b1 and b2
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IV. Constructing Complex QPM 
Baselines Using EViews

Central banks often specify complex baselines that involve (1) more than one shock spanning non-
adjacent periods and (2) fixing the path of key endogenous variables for a specific subperiod of the 
forecast horizon. EViews can solve models with such constraints.

The EViews QPM package has seven program files that solve the QPM under complex assumptions. These 
programs all have names that begin with “7_”. We review three of these programs in the following sections.

A. Example #1: 7_policy_shock_baseline.prg
This program solves the canonical version of the QPM under the constraint that foreign inflation (DLA_
CPI_RW), foreign interest rates (RS_RW), and the foreign output gap (L_GDP_RW_GAP) have the following 
values during the first eight quarters of the forecast horizon (that is, 2022:4–2024:3; see Figure 62).

Figure 62. Spreadsheet View of Foreign Inflation, the Foreign 
Interest Rate and the Foreign Output Gap

It also constrains the values of domestic core inflation (D4L_CPIXFX), domestic food inflation (D4L_CPIF), 
and domestic energy price inflation (D4L_CPIE) for 2022:4 (that is, the first period of the forecast horizon). 
Their values are set at 13.7 percent (core), 15.6 percent (food), and 22.0 percent (energy), as shown in 
Figure 63.

Figure 63. Core (D4L_CPIXFE), Food (D4L_CPIF), and Energy (D4L_CPIE) Inflation, 2022Q4
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One can impose these constraints on the QPM using the “EXCLUDE” option available in the EViews solver. 
The code for doing so is in 7_policy_shock_baseline.prg at lines 42–62 and is shown in Figure 64.

Figure 64. 7_policy_shock_baseline.prg (Lines 42–67)

Lines 48–52 demonstrate how to use the exclude option of the EViews solver to constrain the solution of 
the model to specific values. The endogenous variables mentioned in the exclude list will not be changed 
by the EViews solver for the sample range specified in the argument. For example, the exclude option on 
fpas_b (see line 48) instructs the solver to exclude dl4_cpie (energy), d4l_cpif (food), and d4l_cpixfe (core) 
for 2022:4 when solving the model. The code on line 50 excludes foreign inflation (dla_cpi_rw), the foreign 
(nominal) interest rate (rs_rw), and the foreign output gap (l_gdp_rw_gap) for 2022:4–2024:3 (as required) 
when solving the model. The solver will use the values provided for these variables in the actual series (see 
lines 54–56 and 60–62, which add the required values to the foreign variables for 2022:4–2023:3 and to the 
domestic inflation series for 2022:4).

The baseline solution will be tagged using “_cza” (see line 7; shown in Figure 65).

Figure 65. 7_policy_shock_baseline.prg (Lines 1–7)
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The model is solved, as always, by including 7_policy_shock_baseline.prg in the driver program file  
0_qpm.prg (see line 102, Figure 66).

Figure 66. 0_qpm.prg (Lines 101–108)

Click on the Run tab to solve the model. The result is a page file with several series objects (the endogenous 
variables of the QPM) tagged with “_cza” (Figure 67).

Figure 67. Pagefile “temp_ev” with Constrained “_CZA” Solution
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It is instructive to compare the constrained solution tagged with “_cza” to the unconstrained solution, which 
was calculated as part of this run and tagged using “_cz”.

In the case of core inflation (d4l_cpixfe), see Figure 68.

Figure 68. Forecast Values for Core Inflation (D4L_CPIXFE)

Notice that the “_cza” solution for core inflation in 2022:4 is 13.7 percent (as required, given line 60 in 7_
policy_shock_baseline.prg) and that without the exclude option, the solution for core inflation is 12.73 
percent (see the series d4l_cpixfe_cz for 2022:4). Moreover, for the foreign output gap (l_gdp_rw_gap), 
see Figure 69.33

Figure 69. Forecast Values for Foreign Output Gap (L_GDP_RW_GAP)

As required, the values for the foreign output gap during 2022:4–2024:3 have been constrained to the 
desired values (see line 56 of 7_policy_shock_baseline.prg) in the “_cza” solution. This is not the case for 
the “_cz” solution, which does not have any exclude options.

33	 This view is obtained by issuing the commands :

		  smpl 2022Q1 2025Q4
		  l_gdp_rw_gap l_gdp_rw_gap_cz l_gdp_rw_gap_cza

 in the EViews command area.
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Last, running 10_compare.prg with the %Baseline parameter set to “cz” and the %Alternative parameter 
set to “cza” yields Figure 70. It displays the effect of the constrained variables on nine key endogenous 
variables of the QPM during the forecast horizon.34

Figure 70. Alternative (“CZA”) Versus Baseline (“CZ”) Projection

Note: IET = IMF internal training program.

The differences between the alternative solution (“cza”) and the baseline solution (“cz”) can be seen by opening 
the DIFFERENCES_CZA graph object saved in the temp_ev page file (double-click on the DIFFERENCES_CZA 
object or issue the command “show differences_cza” in the EViews command area) (Figure 71).

34	 The graph object can be shown by issuing “show compare_cza” in the EViews command area.
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Figure 71. Alternative (“CZA”) Less Baseline (“CZ”) Projection

Note: IET = IMF internal training program.

B. Example #2: 7_policy_shock_baseline_con.prg
This example modifies the “_cza” solution (that is, Example #1) by introducing a negative shock to real GDP 
gap (l_gdp_gap) of −2.5 percent each period during 2022:4–2023:3 (that is, the first year of the forecast 
horizon). The aim is to model and assess the effect of a severe and lasting decline in consumer confidence. 
The commands required to introduce this shock are shown in Figure 72.



62� Technical Notes and Manuals

Figure 72. 7_policy_shock_baseline_con.prg (Lines 62–80)

Notice that the tag of the simulation is set to “con” on lines 7 and 44 of the program file (not shown), namely:

		  %Alternative = “con”

		  fpas_b.scenario(n, a={%alternative}, desc=%dtitle, usedesc) %temp

Running this program from 0_qpm.prg and comparing the baseline without the confidence shock 
(cza)  with the alternative solution with the confidence shock (con) gives rise to the graphs shown in 
Figures 73 and 74.
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Figure 73. Alternative (“CON”) Versus Baseline (“CZA”): Confidence Shock

Note: IET = IMF internal training program.
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Figure 74. Alternative (“CON”) Less Baseline (“CZA”) Solution: Confidence Shock

Note: IET = IMF internal training program.

As expected, the reduction in consumer confidence reduces inflation and the nominal interest rate relative 
to the cza baseline. It also depreciates the nominal exchange rate.35

35	 Figure 73 can be displayed by entering the command “show compare_con” in the command area. Figure 74 can be 
displayed by “show differences_con”. 
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C. Example #3: 7_policy_shock_baseline_oil.prg
The final example considers an oil price shock added to the cza scenario. It is assumed that global oil prices 
will increase by 10 percent relative to the cza baseline solution during 2022:4–2023:3 and that the foreign 
output gap will decline by 0.25 percent (again relative to the cza solution) during the same period (Figure 75). 
Note that the program adds an additional exclude option to force the EViews solver to use specific values 
for dla_woil and the foreign output gap, l_gdp_rw_gap, during 2022:4–2023:3.36

Figure 75. 7_policy_shock_baseline_oil.prg (Lines 64–79)

As before, the program shown in Figure 75 (in part) cannot be run directly. It needs to be invoked from the 
driver program 0_qpm.prg. The correct syntax is shown in Figure 76.

Figure 76. 0_qpm.prg (Lines 94–112)

36	 See line 51 of 7_policy_sock_baseline_oil.prg, namely:

		  fpas_b.exclude(m) L_GDP_RW_GAP(“2022:4 2023:3”) DLA_WOIL(“2022:4 2023:3”)
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Click on the Run tab (Figure 76) to generate the solution for the oil scenario.

The effect of the assumptions regarding foreign oil prices and the foreign output gap can be assessed 
by comparing the domestic output gap for the “cza” scenario against that for the “oil” scenario, which is 
affected by the postulated shocks.

To do so, issue the EViews commands:

		  smpl 2022:2 2025:4

		  show l_gdp_gap_cza l_gdp_gap_oil l_gdp_gap

The result will be the following spreadsheet view, which suggests a more negative output gap following the 
oil price hike (as expected) (Figures 77 and 78).

Figure 77. Output Gap following an Oil Price Increase of 10 Percent

Figure 78. Country Z Output Gap after an Oil Price Shock
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V. Concluding Remarks

This technical manual describes the steps needed to calibrate, adapt, and solve the QPM using EViews 14. 
It also demonstrates how to create complex scenarios involving multiple exogenous shocks and constraints 
on specific endogenous variables. The overall aim is to simplify the technical requirements for adapting 
the canonical QPM to another country, thereby facilitating analysis and discussion of the effects of specific 
shocks on that country.
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ANNEX 1. Solving the Quarterly Projection 
Model Using EViews 13

Unlike EViews 14, EViews 13 cannot solve models with forward-looking variables directly. To do 
so using EViews 13, one needs to download and invoke the model-consistent expectations (MCE) 
package for EViews called the “MCE_SOLVE_LIBRARY”, written by the Federal Reserve Board.37

The EViews package that comes with this manual contains a folder named “EV13” that contains the code 
required to solve the quarterly projection model (QPM) using the MCE package. The structure of the code 
and the steps required to solve the QPM using MCE are very similar to the approach described in this 
manual, except for the addition of commands that invoke the FRB MCE. As such, any line numbers referred 
to in specific programs in this technical manual will not correspond to those in the MCE/EV13 code. That 
said, the overall approach to solving the QPM remains the same. The main work for setting up and solving 
the QPM is done in programs 0_qpm.prg, 1_makedata.prg, 2_definemodel.prg, and 3_solve_model.

37	 The FRB/US MCE_SOLVE_LIBRARY routines for EViews can be downloaded by clicking here. The QPM package for EViews 
13 can be downloaded from here.

https://www.federalreserve.gov/econres/us-models-package.htm
https://1drv.ms/u/c/05a231ef6ad1cd95/IQCLUg3ExhezR7Uph4ZcZ5woAU1faQb9UL0RU_MB3NC0d4c?e=19ANA1
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