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UNEMPLOYMENT AND INFLATION SINCE 1960
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u rateinflation



SF FED SUPPLY DEMAND DECOMPOSITION OF 
INFLATION
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WHAT WERE THEY (FED AND MARKETS) THINKING? 
TIPS MARKET ALSO ON TEAM TRANSITORY IN 2021

4



FED LIFT OFF VERSUS TAYLOR RULE 
COUNTERFACTUAL
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Papell and Prodan-Boul (2024)



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
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Source: WSJ



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 Π AND U 
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V Shape Recovery in Loss Function in 

2020 

At cost of price level  

overshoot 21-23



10-YEAR TREASURY YIELD VS LONG RUN NOMINAL 
NEUTRAL

USING LAUBACH AND WILLIAMS R*

14Source: “Sovereign Markets Global Factor” presented at Atlanta Fed Amelia Island Conference, May 17 2021



WILL THE TRUE TERM PREMIUM PLEASE STAND UP?
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Four Term Premium Estimates 

Term premium (Phil) NY Fed term premium ACM term premium San Francisco term premium



FED RATE PROJECTIONS
3 CUTS IN 24, 4 CUTS IN 25, 3 CUTS IN 26
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LR Nominal Neutral 2.5 

%



FED SINCE 2020 PROVIDES BALANCE OF RISK INFO
INFLATION RISK ELEVATED BUT MOVING LOWER
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WHAT’S PRICED IN FOR THE FED
AFTER DECEMBER FOMC 6 CUTS PRICED IN!
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THANK YOU 
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