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“Inflation” vs. Inflation
Do Bond Yields Predict the CPI?

(No. They do something even better.)
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The CPI, or Inflation?

“ Based on in-sample and out-of-sample predictive exercises, we 
find that the expectations of professional economists and 
businesses, as demonstrated by the Blue Chip and Atlanta Fed 
measures, have provided substantially more accurate 
predictions of CPI inflation one-year out compared to those of 
households. The accuracy of the Cleveland Fed inflation 
expectations model, which could be viewed as reflecting the 
expectations of the financial markets, is somewhat behind 
these other two measures.

Economic Commentary
Cleveland Federal Reserve, Number 2021-19
October 18, 2021
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The CPI, or Inflation?

“ In retrospect, the early 1950s mark a turning point in the 
American inflation experience. The decades leading up to the 
Korean war era featured alternating periods of sharp inflation 
and genuine deflation, with the former generating active 
efforts to control prices and the latter generating fears of 
recession and, sometimes, active efforts to raise prices. 
Although severe inflation and even price controls would 
return, the post–Korean war era would look different from 
the 1941–1951 period, with less volatility and a near absence 
of deflation.

Monthly Labor Review
Bureau of Labor Statistics
April 2014 5
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“Inflation” vs. Inflation
Inflation is always and everywhere a monetary phenomenon in the sense that it is 
and can be produced only by a more rapid increase in the quantity of money than in 
output.

Milton Friedman
Counter-Revolution in Monetary Theory. 
Wincott Memorial Lecture, Institute of Economic Affairs, Occasional paper 33.

As a consequence, while of necessity it must be the case at the end of the day that 
inflation has to be a monetary phenomenon, a decision to base policy on measures of 
money presupposes that we can locate money. And that has become an increasingly 
dubious proposition.

Alan Greenspan
FOMC Meeting Transcript
June 2000
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Shadow/Euro$ System 
Breaks Down

As an empirical matter, low interest rates are a sign that 
monetary policy has been tight-in the sense that the quantity 

of money has grown slowly; high interest rates are a sign 
that monetary policy has been easy-in the sense that the 

quantity of money has grown rapidly. The broadest facts of 
experience run in precisely the opposite direction from that 

which the financial community and academic economists 
have all generally taken for granted.

Milton Friedman
1967
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SHADOW/Euro$ SYSTEM BREAKS DOWN

ECONOMIC GROWTH NEVER RECOVERS

FEDERAL RESERVE REACTS REPEATEDLY
to no avail
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“Inflation” vs. Inflation
It’s not that we don’t have ketchup. We have ketchup, but in different packages. 
The strain on demand started when people stopped going to restaurants and they 
were ordering takeout and home delivery. There would be a lot of packets in the 
takeout orders. So we have bottles; we don’t have enough pouches. There were 
pouches being sold on eBay.

Miguel Patricio, CEO of Kraft Heinz
Time Magazine Interview
June 13, 2021

“

20



www.alhambrapartners.com

21



www.alhambrapartners.com

22



www.alhambrapartners.com

23



www.alhambrapartners.com

24



www.alhambrapartners.com

CONCLUDED

“Inflation” vs. Inflation
Do Bond Yields Predict the CPI?

(No. They do something even better.)


