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1. Central Bank Mandates

1) IEMO: Inflation Monitor
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ype LLP<GO> to run this function in Launchpad.
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50 Inflation Surprise Leaves Argentina Seeking to Shore Up Peso

5D GBP Inflation Curve Faces Steepening Pressure as Front End Faded
52 Brazil April IGP-M Inflation 2nd Preview 0.78% M/m; Est. 0.62%
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2) GEW: Global Economy Watch

GEW

99) Export To Excel lobal Economy Watch
Annual GDP Surplus/Def
(BLN USD) % GDP Month
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Investors who fear rising inflation may buy Treasury Inflation Protected Securities (TIPS). How do TIPS
shield lenders from inflation?

Answer) TIPS compensate the lender in the event of inflation using CPI as a guide.

2. Central Bank Decision-Making
1) Inflation measures

- GDP deflator: GDP DYQOY Index

- CPI: CPI YOY Index

- Core Personal Consumer Expenditure (Core PCE): PCE CYOY Index

GDP DYOY 2.2 As Of 12/31/18
GDP US Implicit Price Deflator YoY SA Bureau of Economic Analysis
GDP DYOY Index 95) Compare 96) Actions ~ 97) Edit ~ Line Chart
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41) Browse

Normalize by NG .~

~ & GDP DYOY Index
=3 Last Px
Volume

~ B2 CPI YOY Index
= Last Px

~ & PCE CYOY Index
E Last Px




ECO431 Dr. Samuel Jung

Core personal consumption expenditure is the favorite inflation gauge of the Federal Reserve. The
Consumer Price index and the GDP deflator are both affected by volatile food and energy prices and are
therefore de-emphasized. Household income is not in itself an inflation gauge.

2) ECFC: Economic Forecasts

Investment Bank analysts estimate future CPI for many countries.

3) ILBE: World Inflation Breakeven Rates

Breakevens Inflation Monitor Inflation Indices

[SCGESOLCEIEREALL = EAERNEENominal Bond v Inflation Bond 2
Pricing Status -
Largest Breakevens

1) South Africa Breakeven 20 Year

2) South Africa Breakeven 15 Year

3) Greece Generic Inflation Break

4 South Africa Breakeven 10 Year

5) South Africa Breakeven 5 Year

6) Brazil Breakeven 10 Year

7) Mexico Breakeven 30 Year

8) Brazil Breakeven 20 Year

Smallest Breakevens

73) Italy Breakeven 5 Year

74) Italy Breakeven 10 Year

75) Italy Breakeven 2 Year

76) Japan Breakeven 5 Year

77) Japan Breakeven 6 Year

78 Japan Breakeven 10 Year
. 79) Japan Breakeven 7 Year
[-1.85 |80) Mexico Breakeven 1 Year

South Africa = (100% - 5.68%)* * 1million = $310,510

Japan = (100% - 0.20%)° * 1million = $960,750

3) The Output gap

U.S. potential GDP: CBOPGDPR Index

U.S. actual GDP: GDP CHWG Index

Output gap % = (actual output — potential output) / potential output
Negative output gap: actual output < potential output

Positive output gap: actual output > potential output
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CBOPGDPR 22946 .40 As Of 12/31/29 Billions
Congressional Budget Office Potential R... Congressional Budget Office
CBOPGDPR Index 95 Compare 96) Actions ~ 97) Edit ~ Line Chart
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3. Central Bank Toolkit
1) Short-term Interest rates
FDTR Index: Federal Funds Target Rate — Upper Bound

UKBRBASE Index: UK Bank of England Official Bank Rate

EURROO2W Index: ECB Main Refinancing Operations Announcement Rate

BOJDTR Index: Bank of Japan Unsecured Overnight Call Rate Expected

FDTR 2.50% For Mar 20 Next Release 01 May 14:00 Survey 2.50%
Federal Funds Target Rate - Upper Bound Federal Reserve
FDTR Index 95 Compare 96) Actions ~ 97) Edit ~ Line Chart
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FOMC: FOMC Activities

Release Date Time A M Event Period Actual Prior Revised
HEZA 06/ 19/ 19 [=1R SIS FOMC Rate Decision (Upper .. -- -- --
Summary

Median Estimate

Average Estimate

High Estimate

Low Estimate

Number of Estimates
Qualified Economists
Standard Deviation

Custom Estimate d 1.50 175 2.00 225 3.00 325 350 375 4.00
Economist i As of Rank T4

101) Michael R Englund Action Economics LLC 4/12/2019|1st

102) Stephen L Stanley Amherst Pierpont Securities L.. 4/12/2019|1st

103) Nathaniel Karp BBVA Research 4/12/2019|1st

1049 Douglas Porter Bank of Montreal 4/12/2019|1st

105) Scott A Anderson Bank of The West 4/12/2019|1st

106) Michael Gapen Barclays Capital Inc 4/12/2019|1st

107) Holger Schmieding Berenberg 4/12/2019|1st

108) Carl J Riccadonna Bloomberg Economics 4/12/2019|1st

109) Avery Shenfeld Canadian Imperial Bank of Co.. 4/12/2019|1st

NIN NN NN NN

NH: News: All Sources

Search News Actions v Custom Searches Translate -~ Page 1 News
Sources i All Dates =l Time &< -
AI News Importance Lower = Higher
Top Ranked News ore
1) Morgan Stanley’s Brokers, Traders Counter Dealmaking Decline (2)
2 U.S. Stocks Rise on Earnings, China Data Optimism: Markets Wrap
3) Curve Inversions on Notice as Slowdown Loses Bite: Markets Live
Time Ordered News
Lex Letter from London: Extinction Rebellion and CEOs' committed thinking
Boral Sues Glen-Gery for Patent Royalties on Stone Veneer Panels
India earned respect at global level during BJP govt: Rajnath Singh
Times of India: Ravishing Tabu joins Rana and Sai Pallavi in ~Virata Parvam 19
Sebi bars Siyaram Development and Construction, 8 directors from securities m
Times of India: Unseen throwback pics of Ranveer Singh and Deepika Padukone..
Times of India: Myanmar leader pardons 9,500 prisoners but not 2 reporters
Baystreet.ca: Morgan Stanley Beats on Profit, Revenue
Two More Chinese Firms Receive Stock Bump After Entering Hemp Sector
Most Americans Want to Move on From Mueller Probe (Correct)
Berkeley News Demand Increases; Stock Drops 0.8%
[Delayed] US Solar Fund PLC USF Holding(s) in Company
New York Community Bancorp Down 4%; Put Options Surge
CNBC Now: JUST IN: Nasdaq 100 hits all-time intraday high https://t.co/Gr8ko...
Daily Mirror: Porn sites will carry age checks for UK users from July 15 - here'..

From the following graph, we can get some idea when and why Fed changed short-term interest rate.
E.g. when an actual output is less than a potential output, Federal Reserve decreases a short-term
interest rate as shown on the following graph below.

Congressional Budget Office Potential R... Congressional Budget Office
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2) Statements

STNI FOMC SIDEBYSIDE: Suggested News Filter

We can pull up the comparison between successes of FOMC statements.
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4. Short-term Interest Rate Estimates

We can observe what the market expects FOMC to do next

WIRP: World Interest rate probability

WIRP

99) Export world Interest Rate Probability
United States | PRV il Futures: Fed Funds — Effective [ Fed Effective Rate 2.41
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ke 00
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ut 05
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Summary
1. Most central banks have a mandate to present inflation and deflation.

2. As inflation hurts the value of bonds, investors for fixed income keep an eye on any signs of
inflation and deflation.

3. Central banks observe inflation expectations and output gap between actual and potential output
when Central bankers make rate decisions.

4. By changing interest rates or interest rate expectations, Central banks contain inflation and
deflation.

5. Short-term interest rates have been used to steer economies over the last few decades.




