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The term ‘rational expectations,” as Muth used it, refers to a consistency axiom for
economic models, so it can be given precise meaning only in the context of specific
models. I think this is why attempts to define rational expectations in a model-
free way tend to come out either vacuous (‘People do the best they can with the
information they have’) or silly (‘People know the true structure of the world they
live in.”) Lucas (1987), p. 13, footnote.
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