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10.0 = Core CPI Inflation — Research Series

= Long Run SPF Forecast of CPI Inflation

Long-Run
Expectations vs.

Core Inflation:
1970s vs Today
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Descendent of the Taylor Rule: “Balanced” Approach
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G7 Monetary Policy (Blue= actual, Red= Taylor Rule)
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Covid: Early and Late Risers

Covid Rate Hikes vs. Inflation History
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The View from Monetary Theory

Taylor principle may be violated under optimal policy with
cost-push shocks
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Th e VI eW fro m M O n eta ry 100 — 1-Year SPF Forecast of GDP Deflator Inflation
T h e O ry — Core PCE Inflation

Taylor principle may also (optimally) 7.5
be violated due to:

 Shocks to natural rate correlated . _ i
w/ cost-push shocks Transitory

* Delayed effects of monetary policy 5.0 inflation shocks

* Academic literature tends to shy away
from this analysis due to fears of
indeterminacy 2.5

* We argue this should not be CB’s
primary concern
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Nominal and Real Yields
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