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UNEMPLOYMENT AND INFLATION SINCE 1960
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SF FED SUPPLY DEMAND DECOMPOSITION OF
INFLATION

Supply- and Demand-Driven Contributions to Year-over-Year Core PCE

Inflation
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WHAT WERE THEY (FED AND MARKETS) THINKING?
TIPS MARKET ALSO ON TEAM TRANSITORY IN 2021

CPURNSA Realized and Fixing Swap Implied CPI YoY Path (as of 2024-02-23)
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CORE PCE INFLATION BACK TO “TWO POINT SOMETHING”
3M =2.6; 6M = 2.5; 12M = 2.8
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BUT CORE CPI MOVING IN WRONG DIRECTION
3M =4.1; 6M = 3.8; 12M = 3.7
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WAGE INFLATION MOVING IN RIGHT DIRECTION
3M =3.9; 6M =4.2; 12M = 4.4
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ULC INFLATION RUNNING AT 2.5% LAST 4 QUARTERS
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LABOR MARKET ADJUSTING THRU V AND Q AND L NOT

U
WALLER WAS RIGHT

A Shifting Curve

Usually, the unemployment rate rises when the vacancy rate falls, and vice versa. The current cycle has been
unusual.

The Beveridge curve
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BREAK EVEN INFLATION WELL ANCHORED
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AS ARE SURVEY MEASURES (AFTER A SCARE IN 21-
22)
U MICHIGAN ONE YEAR AHEAD EXPECTED INFLATION
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REALIZED QUADRATIC LOSS IN n AND U
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10-YEAR TREASURY YIELD VS LONG RUN NOMINAL
NEUTRAL
USING LAUBACH AND WILLIAMS R*
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WILL THE TRUE TERM PREMIUM PLEASE STAND UP?

Four Term Premium Estimates
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FED RATE PROJECTIONS
3 CUTS IN 24, 4 CUTS IN 25, 3 CUTS IN 26

FOMC participants’ assessments of appropriate monetary policy:
or target level for the federal funds rate
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%SH\ICE 2020 PROVIDES BALANCE OF RISK INFO

INFLATION RISK ELEVATED BUT MOVING LOWER

Change in real GDP
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WHAT'S PRICED IN FOR THE FED
AFTER DECEMBER FOMC 6 CUTS PRICED IN!

Region: United States » Instrument: Fed Funds Futures »
Target Rate ] Pricing Date 03/15/2024|=]
Effective Rate . Cur. Imp. O/N Rate 5.329

Meeting #Hikes/Cuts %Hike/Cut Imp. Rate A Implied Rate A.R.M.
03/20/2024 -0.008 -0.8% -0.002 5.327
05/01/2024 -0.111 -10.3% -0.028 5.302
06/12/2024 -0.612 -50.1% -0.153 5.177
07/31/2024 -1.048 -43.6% -0.262 5.068
09/18/2024 -1.770 -72.3% -0.443 4,887
11/07/2024 -2.237 -46.7% -0.559 4,770
12/18/2024 -2.884 -64.7% -0.721 4,608
01/29/2025 -3.378 -49.4% -0.844 4,485
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