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Conventional Wisdom

Taxonomy of Inflation Shocks
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Recent Inflation Shocks

Headline PCE Price Index, 12-Month Change
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Source: Bureau of Economic Analysis.



Labor Market: Cyclical or Secular?

Unemployment Rate and Short-run U* Estimate, 2014 Vintage
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Note: 2014 vintage via St. Louis Fed’s ALFRED. Williams and Kocherlakota both presented a range of estimates in early 2071
between 6.1-7.7% and between 5.9-8.9%, respectively.
Source: Bureau of Labor Statistics, Congressional Budget Office, San Francisco Fed, and Minneapolis Fed.



Start with More Data

San Francisco Fed Labor Market Heat Map
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Note: Red means level above historical mean. green means below. Units of measurement are historical sample standard deviations from mean




Discipline with Analysis

Daly, Hobijn, Sahin, Valletta (JEP, 2013)

Table 1

Factors that Move the Beveridge Curve (BC) and the Job Creation Curve (JCC)

Shifter Jjco BC Transitory or Permanent
Cyclical factors
Shortfall in aggregate demand 1 Transitory
Elevated layoffs rate |} = Transitory
Structural/Noncyclical factors
Decrease in match efficiency (mismatch) ik = Mostly transitory
Increased generosity of unemployment insurance |} => Transitory
Uncertainty |} = Transitory




Over Time, Views Evolved

Unemployment Rate and Natural Rate of Unemployment
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Note: 2014 vintage via St. Louis Fed’s ALFRED. Current CBO and SEP lines represent long-run estimates. SEP estimate is the central
tendency midpoint. Source: Bureau of Labor Statistics, Congressional Budget Office, and Federal Reserve Board of Governors.



Inflation: Temporary or Persistent?

Evolution of Median SEP Inflation Projections
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Note: Inflation shown as four-quarter percent change. Fourth quarter values shown.
Source: Bureau of Economic Analysis and Federal Reserve Board of Governors.



Traditional Inflation Gauges

Inflation Inflation Expectations
Headline and Core PCE New York Fed Survey of Consumer Expectations
Headline and Core CPI University of Michigan Surveys of Consumers
Dallas Fed’s trimmed mean PCE Philly Fed Survey of Professional Forecasters
Cleveland Fed’s median PCE and median CPI Cleveland Fed Survey of Firms (SoFIE)
Producer Price Index (PPI) Financial Market Based Measures (TIPS)
Employment Cost Index (ECI) FRB Index of Common Inflation Expectations




Monitoring Inflation Pressures

Inflation Pressures Heat Map, 2020-22
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Applying to Current Moment

Inflation Pressures Heat Map, 2025-26
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