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U.S. CPI Preview: July 2022 
MNI View: Core Inflation Seen Easing, Just A Bit 

By Chris Harrison 
 

The June CPI report is expected to see monthly core inflation moderate slightly but headline accelerate 
even further, following the May CPI when both headline and core sequential inflation beat expectations 
with the highest monthly core print since Jun’21.  

• Consensus has headline CPI inflation rising +1.1% M/M in June after an equally rampant +1.0% M/M as 
energy accelerated even further on a large rise in gasoline as well electricity price increases.  

• Core inflation is seen dipping to a ‘large’ 
+0.5% M/M (av. 0.54% M/M) after surprisingly 
accelerating from 0.57% to 0.63% in May for 
the strongest since Jun’21.  

• This would see year-ago rates increase further 
for headline from 8.6% to a new multi-decade 
high and possible peak of 8.8% Y/Y but core 
inflation dips two tenths to 5.8% Y/Y.  

 
Major Sequential Drivers 
Core items: Analysts are tightly grouped at 0.5 or 0.6% M/M for core CPI yet component estimates have a 
particularly wide range. The broadest consensus is on shelter cooling only slightly from a particularly strong May.  

• Shelter (small -ve): Tenants’ rents and OER are seen struggling to quite match May’s +0.63% and +0.60% 
but should remain strong with GS, JPM and Wrightson ICAP seeing OER between 0.50-0.55% although 
Deutsche see +0.6% as part of their above consensus call. We said the same last month though, before 
both came in stronger than expected with OER breaking out of the extremely tight 0.41-0.45% range from 
the prior eight months with that jump to 0.60%.  

• Travel-related (-ve): Airfares should slow notably from the huge 12.6% in May (almost 50% rise through 
Mar-May), weighing on public transportation with JPM expecting 5% from 8.6%. Other re-opening items 
such as car rentals and lodging could firm further from already strong rates but might struggle to offset this. 

• Apparel (-ve): Expecting a small decline after the 0.67% in May as retailers mark down excess inventory.  

• Autos (unclear): Particularly wide range amongst analysts for used cars and less so new cars, with Scotia 
seeing used car prices up 4.5% (coincidentally above consensus generally), GS only a slight moderation 
from the 1.8% in June but others seeing small declines on the month.  

 
Non-core items:  

• Energy (+ve, acceleration of May’s bounce): Energy prices are seen jumping higher after the 3.9% in May 
with large rises in gasoline (circa 10% after the 4.1% in May) and less heavily weighted electricity prices.   

• Food (small -ve): Food inflation could cool slightly having popped higher to +1.17% in May after a prior 
trend closer to 0.9%.  

 
Potential Implications 
The report comes with a 75bp hike on Jul 27 seen as locked in (74bps priced) and should take a very large surprise 
to change this, especially after last week’s strong payrolls report. Implications are likely more important for both the 
following meeting in September and further out, where, as in the approach to payrolls, large market moves have 
opened two-sided risk. With a cumulative 132bps of hikes currently priced for the two meetings to Sep, a stronger 
than expected core print led by shelter and less so re-opening items could see a third 75bp hike considered but on 
the flipside a miss could easily see a 50bp hike or even less entertained instead, especially considering the further 
decline in market inflation measures (5Y5Y breakeven near enough at 2021 lows). Similarly, the currently implied 
Fed Funds rate for year-end of 3.42% is 30bps below the peak of the hiking expectation fervour just prior to last 
month’s FOMC, yet is also 50bp higher than before the May CPI beat, leaving ample room to run in either direction. 
In the case of a beat, the Treasury curve could be driven further into inversion over 2s5s and 2s10s segments and 
with a further decline in the currently tumbling 3M to 10Y spread, which until recently had been held up as an 
example pushing back against upcoming recession calls.  
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Inflation Expectations and Market Moves 

 
 

Recent Inflation Developments 

 
Full review of May CPI report here: https://marketnews.com/mni-us-inflation-insight-june-2022-core-soars-as-rents-rip  

https://marketnews.com/mni-us-inflation-insight-june-2022-core-soars-as-rents-rip
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May 2022 CPI Report: Analyst Previews 
(In order of strongest to weakest for core inflation): 

 
Scotia: Above Consensus Core From Used Cars, Continued Re-Opening Categories 
Scotia see headline CPI a tenth higher than consensus at 1.2% M/M to push the year ago rate up from 8.6% to 
8.9% Y/Y but are notably above consensus for core with a large jump in sequential used car prices and further 
support from re-opening categories.  

• Core CPI is seen at 0.8% M/M, keeping the year-ago rate steady at 6.0% Y/Y (0.3pps above consensus).  

• They see used vehicle prices jumping 4.5% M/M according to a proxy of the BLS input source (+0.2pps to 
headline) whilst new vehicle prices were slightly higher but not enough to matter in weighted terms.  

• Reengagement effects particularly through high-contact service prices like airfare, lodging, car rentals, etc 
contribute to an extra three-tenths rise in inflationary pressures from a bottom-up standpoint. 

• As for non-core items, they see gasoline prices rising 9% M/M (0.4pps contribution) and another 1% M/M 
rise in food prices split between groceries and at-home contributions.  

• The Cleveland Fed’s inflation nowcast points towards a 8.7% Y/Y rise for headline during June and is so 
far indicating sustained pressures into July despite base effects that should bias the number downwards, 
and this measure has recently been underestimating inflation.    

 
DB: Big Headline CPI Acceleration, With Core Strong 
Deutsche look for a stronger-than-consensus increase in headline June CPI at +1.33% M/M (+0.95% prior / + 1.1% 
consensus), with the run-up in gasoline prices in the first half of the month being the major culprit. That would push 
headline to 9.0% Y/Y (+8.6% prior, +8.8% consensus). 

• Core should be strong but unlike headline didn't accelerate much, at +0.64% M/M (+0.63% prior / +0.5% 
consensus) with year-ago rate ticking down to 5.8% Y/Y (+6.0% prior / +5.7% consensus). 

• They see elevated primary rent and OER prints, at +0.6% each ("Given that rents are one of the categories 
for which the Phillips curve works, the strength in the labor market should keep rent prints around this level 
in the near term"), with strong gains in new cars (+0.8%) - however, there are some downside risks to used 
car price gains. 

• Travel-related categories (lodging, public transport) will continue rising whilst Deutsche will be watching 
other durable goods price changes in light of inventory building/demand destruction. 

 
CIBC: Core CPI Y/Y Inflation Could Still Re-Accelerate Ahead 
CIBC are in line with consensus for headline but a tenth stronger for sequential core inflation after rounding. 
Headline CPI +1.1% M/M from 1.0, pushing year-ago up two tenths to 8.8% Y/Y.  

• With gasoline prices jumping in June as the EU announced an embargo on Russian oil shipments, 
headline CPI inflation likely accelerated to 8.8% Y/Y.  

• These higher prices at the pump also feed through to core via transportation services, helping drive core 
CPI +0.6% M/M which pushes the year-ago rate down two tenths to 5.8% Y/Y.  

• Shelter costs likely continued to add to price pressures, as the lagged impact of higher home prices is 
captured in the index, offsetting any easing in the pace of used car price growth, or relief in goods prices 
stemming from the end of lockdowns in China.  

• Ahead, CIBC note two different Y/Y developments: headline inflation will likely ease off in July as gasoline 
prices are on a downward trajectory but base effects no longer helping to moderate annual core inflation 
readings and could re-accelerate temporarily over the next few months as higher shelter costs continue to 
feed through with a lag.  

• CIBC see the Feb hiking by 75bps in July before the pace slows as consumer demand is being thwarted by 
sky-high prices eating into real incomes, while the construction and real estate sectors are already cooling 
in response to higher rates. 

 
TD: Largely Balanced Risks To June CPI 
TD estimates that core prices rose by 0.51% M/M in June, in line with consensus, but with "largely balanced risks". 

• Their analysts see shelter prices as likely having maintained momentum, but they think airfares retreated 
following the double-digit M/M rises in March/Apr/May. 

• Used vehicle prices likely contributed to inflation despite the Manheim price index drop. 

• With gasoline prices accelerating to an 11% M/M pace (vs 4% in May), their headline expectation of +1.2% 
M/M is one-tenth above expectations. 
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• Overall that means an 8.9% Y/Y gain for headline prices, up 0.3pp from May; but core is set to decelerate 
by 0.3pp to 5.7% Y/Y. 

 
GS: Core Inflation To Ease Modestly On Apparel Markdowns, Pause In Airfares 
Goldman are broadly in line with consensus, seeing core inflation moderate slightly from a variety of factors 
including a drop in apparel prices, a pause in airfares after an extremely strong run and a slight cooling in shelter 
inflation. A further acceleration in headline M/M CPI should drive the year-ago rate up to 8.9% Y/Y.  

• Core CPI seen rising 0.50% M/M, lowering the year-on-year rate by three-tenths to 5.7% Y/Y.  

• This reflects a 1% drop in apparel prices from markdowns on excess inventory and a pause in the airfare 
surge in SA M/M terms, although we see continued increases in auto prices (new +1.4%, used +1.1%, 
parts +1.5%) due to the Ukraine-Russia war and China covid lockdowns.  

• Shelter inflation should slow sequentially (rent +0.57% and OER 0.50%), reflecting slowing gains in our 
shelter tracker and an OER drag from imputed utilities.  

• Within other services, labor shortages and elevated short-term inflation expectations should have exerted 
upward pressure on personal care, recreation, and household operations. 

• Including higher energy, grocery and restaurant prices, headline CPI is seen rising 1.15% M/M which in 
turn pushes the year-ago rate up from 8.6% to 8.88% Y/Y.  

 
Wells Fargo: Core Likely To Hold Around 0.5% M/M For Next Few Months 
Wells Fargo see little sign of a reprieve in inflation over the past month, looking for a 1.1% M/M gain for headline 
which pushes the year-ago pace to yet another fresh 40-year high of 8.8% Y/Y. This could be the peak in the year-
ago but that will depend highly on how commodity prices play out over the next few months.  

• Inflation relief is on the way, but it will not show up in the June report. Commodity prices have come off the 
boil, moving down markedly in recent weeks, which should reduce energy goods prices in July, and food 
prices are also expected to soon moderate.  

• However, even if June marks a peak, we are likely to continue to see very high inflation rates for the next 
few months through September.  

• They see core inflation at 0.5% M/M, with both core goods and services moderating, the latter after a 
meteoric rise in travel prices the past few months, although primary shelter costs are expected to advance 
at a similar pace to May.  

• Core inflation is seen holding around 0.5% M/M the next few months as the eventual stepdown in inflation 
will be gradual. 

 
Wrightson ICAP: Shelter Prices Remained Sticky In June 
Wrightson ICAP is looking for a +0.5% M/M reading in June core CPI (in line with consensus), with headline +1.0% 
(a touch below 1.1% consensus). 

• They see a deceleration concentrated in some categories "that have been volatile in the post-pandemic 
era" (e.g. airfares and used cars, which they expect to rise again in June, but by less than in May). 

• Shelter will prove stickier: they see OER at +0.55% M/M, down slightly from May's +0.6% but well above 
the prior 3-month average of 0.45%. 

• Their early read on PCE based on this CPI forecast is +0.4% core PCE (+4.7% Y/Y) and +0.7% headline 
PCE (+6.6% Y/Y), but they note that much will depend on the PPI report with a number of PCE 
components from that source data have been volatile. 

 
JPM: Core Inflation To Moderate After A Particularly Hot May 
JPMorgan see headline CPI jumping 1.1% M/M (per consensus), pushing the year-ago rate up a tenth to 8.7% Y/Y 
(tenth below consensus). It is being led by a 8.4% jump in energy prices from both gasoline and electricity, 
although food price inflation should have cooled slightly to 0.7% M/M.  

• Core inflation is estimated at 0.45% M/M, a solid reading but softer than many of the recent monthly 
figures, which would see the year-ago rate moderate from 6.0% to 5.6% Y/Y.  

• This is being driven by some moderation in rent measures from even stronger gains in May, with tenants’ 
rent seen at 0.54% M/M, OER 0.52% M/M and lodging 0.7% M/M.  

• Used vehicle prices could have declined -0.2% M/M after the 1.8% jump in May, whilst new vehicle prices 
are seen cooling to 0.5% M/M.  

• Public transportation prices are seen rising another strong 5% M/M but it’s a moderation from May’s 8.6%. 

• Of other large core items, apparel prices are seen dipping -0.2% M/M following +0.7% in May, medical care 
prices are seen +0.4% M/M but communication prices have trended lower with -0.3% expected.  
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MNI Policy Team Insights 
 
MNI INTERVIEW: High Bar For Fed To Back Off Big Hikes- Athreya 
By Pedro Nicolaci da Costa (Published Jul 11) 
 
(MNI) Washington - The Federal Reserve should raise interest rates aggressively until there are clear signs of a 
slowdown in inflation, and not only in inflation expectations, Richmond Fed Research Director Kartik Athreya told 
MNI. 
 
Fed officials have said getting U.S. inflation, now at 40-year highs, under control is their top priority, and Athreya 
said they should avoid sending conflicting policy signals. 
 
"Inflation expectations - TIPS breakevens - are heading in the right direction, but current inflation remains above 
where the committee would be at all comfortable," he said in an interview. 
 
"Policy works when it is communicated and believed. For it to be believed there has to be routine follow through. 
And right now policy is not likely restrictive. All of this raises the bar for reaction to any given piece of incoming 
data." 
 
Asked what the Fed would need to see to move away from the 75-basis-point hike baseline markets now expect for 
at least the next meeting, Athreya said that would likely require a substantial downshift in the economic outlook 
(https://marketnews.com/mni-fed-sees-75bp-hikes-as-new-baseline-ex-officials-2657553036).  
 
"As a policy advisor, for me it would actually take a significant real side shock that I would see as imparting 
sufficient force downward to consumption growth. That would then make me think the appropriate neutral rate 
actually has come closer to where we currently are," he said. 
 
"Otherwise, while I'm not a policymaker, my instinct is the committee is not going to want to muddy the waters 
drastically by saying we've seen this or that shake out in the last data and now we're going to appreciably change 
course from the normalization at a time when the inflation that is coming in continues to be well above target." 
 
--CLEAR AND COMPELLING 
 
Athreya said that while financial market measures of inflation expectations appeared to be easing, it was far too 
soon for the Fed to become complacent and not deliver on its promised hiking path, which as of the June meeting 
saw rates peaking at around 3.8% next year. 
 
Five-year TIPS breakevens have fallen more than 50 basis points in less than a month, while ten-year breakevens 
have experienced a similar decline. 
 
"Near-term inflation expectations seem to be getting closer to the target. If you just look at the path ahead, the 
committee's policy announcements have actually had intended effects on inflation," Athreya said. 
 
"The Chair was super clear about inflation control and management as being a point of laser focus. I do feel like 
that's been internalized very clearly by markets," he added. "That said, if you look at ongoing inflation right now it's 
not yet low. We still have headline PCE inflation that rose 60 basis points in a month, and right now the year over 
year rate is still above 6%." 
 
Core figures are slightly softer but way above the Fed's official 2% goal. 
 
"The year-over-year core is still almost 5% so it's not that it's telling a wildly different story as headline in terms of 
being right at target, it's not," he said. Athreya said he would like to see sustained month-on-month rises in the PCE 
and core PCE "in the right neighborhood. We are not there right now." 
 
He's also keeping an eye on the long-run inflation expectations of consumers and businesses. 
 

https://marketnews.com/mni-fed-sees-75bp-hikes-as-new-baseline-ex-officials-2657553036
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"The price setting that businesses and others have to engage in is presumably tied to what they think is happening 
to the general price level. And if that's not in the right place you'd need to be very careful about hitting pause on the 
normalization." 
 
 

MNI INTERVIEW: No Sign of Slowing in Inflation - Fed's Dolmas 
By Jean Yung (Published Jul 8) 
 
(MNI) Washington - U.S. inflation data show little sign of slowing from a torrid pace in May, with no immediate relief 
from Fed tightening for key core services components like shelter and dining out costs, Federal Reserve Bank of 
Dallas economist Jim Dolmas told MNI. 
 
The Dallas Fed Trimmed Mean PCE inflation rate (https://www.dallasfed.org/research/pce/2022/pce2205.aspx), a 
less volatile gauge of price pressures and a better predictor of future price changes, points to an underlying inflation 
rate of between 4% and 5%, said Dolmas, who developed and maintains the measure. 
 
Fed officials are likely to support repeating June's aggressive 75 basis point rate hike (https://marketnews.com/mni-
fed-sees-75bp-hikes-as-new-baseline-ex-officials-2657552590) later this month to tackle soaring inflation. Headline 
PCE inflation rose 6.3% in May, unchanged from April, while core PCE inflation slowed to 4.7% from 4.9% a month 
earlier. (See: https://marketnews.com/mni-interview-us-inflation-has-likely-peaked-feds-andolfatto) 
 
"There's nothing I see in the data that makes me optimistic that things are starting to moderate," he said. "There 
are developments outside of the inflation data where we see markets starting to cool off a little bit -- like 
commodities prices going down -- so there are positive signs, but I'm not seeing a reflection of that moderation as 
yet." 
 
--SHELTER HEADED TO 7% 
 
Dolmas expects rent and owners' equivalent rent (https://marketnews.com/mni-interview-recession-will-drive-
jobless-rate-to-6-fannie) inflation to accelerate to 7% by early next year from just above 5% in May, he said, adding 
the service sector labor market also remains extremely tight, driving wage pressures that play an important role in 
dining out prices, said Dolmas. 
 
Those three categories are the largest and least volatile components of core services -- together they make up 
20% of the PCE inflation basket -- recorded a one-month annualized inflation rate of 8% in May, or 6% on a 12-
month basis, the highest in decades. 
 
But there's room for price growth to accelerate even as the Fed hikes interest rates briskly, Dolmas said. 
 
"Housing activity cooled down a lot but prices so far less so," he said. "It's a slow process and will take a while to 
filter through to rents and OER." 
 
--EXPECTATIONS A RISK 
 
As for wages, "we're seeing tiny evidence of cooling -- job openings came down a little bit -- but the labor market 
still looks really tight. That's also something that's not going to shift on a dime," Dolmas said. 
 
A wage-price spiral as workers demand higher pay to keep up with rising prices is a key risk for the U.S. economy 
when inflation is so high, and the Dallas Fed has been looking at a broad set of inflation expectation measures 
more closely in recent months. 
 
"If long run expectations go materially higher, then that would start to be worrisome. So far they haven't," he said. 
"Short-run expectations have gone up much more than the long-run, and in some sense that's a confirmation of 
Fed credibility." 
 
 
 

https://www.dallasfed.org/research/pce/2022/pce2205.aspx
https://marketnews.com/mni-fed-sees-75bp-hikes-as-new-baseline-ex-officials-2657552590
https://marketnews.com/mni-fed-sees-75bp-hikes-as-new-baseline-ex-officials-2657552590
https://marketnews.com/mni-interview-us-inflation-has-likely-peaked-feds-andolfatto
https://marketnews.com/mni-interview-recession-will-drive-jobless-rate-to-6-fannie
https://marketnews.com/mni-interview-recession-will-drive-jobless-rate-to-6-fannie
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MNI INTERVIEW: US Service Prices May Have Peaked - ISM Chief 
By Evan Ryser (Published Jul 6) 
 
(MNI) Washington - U.S. service sector prices could be past their peak as commodity and diesel costs fall and 
critical transportation price pressures ease, Institute for Supply Management services survey chief Anthony Nieves 
told MNI Wednesday, adding he expects growth to moderate through the year. 
 
"All indications are that we are easing on the inflation side," he said. "From what I'm seeing and from what 
respondents are telling us, we're seeing that inflation has maybe peaked." 
 
Prices in the June survey of service sector purchasing managers dipped to 80.1, down 2.0 points from May. The 
survey showed 66% of service firms reporting higher prices, down from 75% in April, while 2% registered lower 
prices. 
 
"Prices could come down substantially if we see the price of oil to continue to come down," he said. "That really 
impacts the whole overland trucking piece, the distribution channel which is very important on both manufacturing 
and services." 
 
Service-providers continue to contend with an array of supply issues, which are limiting capacity and keeping the 
heat turned up on prices. But those supply pressures eased in June, Nieves said, adding that even if prices 
continue to surprise to the upside, service firms may no longer have as much pricing power. 
 
"Pricing power won't be there as well if the demand continues to go south based on inflation," he said. 
(https://enews.marketnews.com/ct/x/pjJscAKPxu4I6ao0JksiSw~k1zZ8KXr-kA8x6jFXcempolZ2OsVcA)  
 
--TECHNICAL RECESSION POSSIBLE 
 
The ISM services survey: https://marketnews.com/mni-us-ism-jun-services-composite-index-55-3 weakened in 
June but came in higher than investors expected, with the headline composite declining to 55.3 in June from 55.9 in 
May. A reading below 50 would indicate a contraction. 
 
Demand has slowed, with the new orders subindex fell 2 pp to 55.6, but the ISM chair said it is not a worry over the 
medium term. "There's been some pullback for sure and it relates to the inflation that we're experiencing, but 
people are still out. There still dining, they're still traveling," he said. "We're certainly seeing the spending on 
experiences." 
 
And despite a 2.8 pp drop in the employment subindex to 47.4 in June, Nieves said labor demand remains strong. 
"Our respondents are telling us this is mostly due to just the restrictive labor pool and difficulty in backfilling open 
positions," he said. "There have been some layoffs but it is isolated." 
 
Like the ISM manufacturing survey chair (https://marketnews.com/mni-interview-ism-mfg-chief-could-talk-our-way-
to-recession), Nieves sees the potential for a technical recession despite a baseline case for continued growth this 
year. 
 
"We could technically be in a recession very soon, if not already, based on contraction on GDP," Nieves said. But, 
"Even if we do go into a recession, it would not be as severe or strong as what we've experienced in the past 
because all indications are that we're still going to stay on this growth pattern." 
 
 
 
 

MNI INTERVIEW: US Inflation Has Likely Peaked-Fed’s Andolfatto 
By Pedro Nicolaci da Costa (Jun 29)  
 
(MNI) Washington - U.S. inflation has likely peaked and markets may have overpriced how much monetary 
tightening the Federal Reserve might deliver over this cycle, St. Louis Fed economist David Andolfatto told MNI. 

https://enews.marketnews.com/ct/x/pjJscAKPxu4I6ao0JksiSw~k1zZ8KXr-kA8x6jFXcempolZ2OsVcA
https://marketnews.com/mni-interview-ism-mfg-chief-could-talk-our-way-to-recession
https://marketnews.com/mni-interview-ism-mfg-chief-could-talk-our-way-to-recession
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Andolfatto said the waning effects of the large fiscal response that followed the Covid shock as well as easing 
supply chain constraints will mean inflation, while remaining high, will gradually start coming down 
 
"I think we have hit peak inflation," said Andolfatto, a senior vice president at the St. Louis Fed, in an interview. 
"The signs I'm looking at, international shipping rates are coming down pretty aggressively, if you take a look at 
commodity prices they seem to be coming down pretty aggressively." 
 
"I'd say inflation is going to remain elevated for the rest of the year but it's going to be coming down. And the 
reason I say that is what are the forces that are going to keep elevated at eternally high rates of 8%? I just don't 
see it." 
 
Fed officials have said a surprisingly strong 8.6% jump in May CPI helped convince the FOMC it should raise rates 
by a more aggressive 75 basis points, the biggest hike since 1994, rather than the 50-basis-point increase that had 
been previously communicated to markets. 
 
Asked if financial markets had priced in sufficient Fed tightening, Andolfatto said: "Maybe the market has 
overpriced it." Fed funds futures markets are currently pricing in a terminal Fed rate of around 3.6%, in the range 
that Fed officials offered in the June SEP, though in the near term 75-basis point-hikes have become the new 
baseline. (See: https://marketnews.com/mni-fed-sees-75bp-hikes-as-new-baseline-ex-officials-2657553036) 
 
"I think the sentiment is probably true that the Fed will at the end of the day do whatever it takes to get inflation 
down," he said. "But fiscal policy has to to be playing its role and it is. I'm hopeful that the fiscal drag and the 
monetary tightening that we're seeing is going to manifest mainly in nominal variables not so much in real 
variables." 
 
NO RECESSION IN SIGHT 
 
Andolfatto still sees a soft landing as a decent possibility. 
 
"We're going to get if anything a very mild contraction from the tightening per se. That's my hope. I think as long as 
we don't freak out and that inflation is coming down, that the adjustments are not going to be too severe, and we're 
going to be fine," he said. 
 
"But what's the shock that's going to send us to recession? I don't see any shock out there, apart possibly, and I 
hope this doesn't happen but if the Fed goes crazy and jacks up interest rates like in the Volcker era." 
 
He indicated though that such an outcome is quite unlikely. 
 
While his view of peak inflation is relatively optimistic, Andolfatto cautioned that additional geopolitical surprises 
could always alter the outlook. 
 
NO FURTHER SHOCKS 
 
"There could be other shocks of course, what if this conflict in Europe expands? I think we've hit peak inflation, 
conditional on no further shocks," he said. "So far I think what we see is the supply side is showing signs of 
repairing itself and the fiscal stimulus is going to dissipate over time. Notwithstanding other supply shocks, war, or 
further fiscal shocks, I think inflation is coming down." 
 
Andolfatto was one of the first sitting Fed staffers to cite the risk of high inflation, telling MNI in February of 2021: 
https://marketnews.com/mni-exclusive-u-s-inflation-spike-could-persist-st-louis 
-fed-economist that the risks were rising of a significant inflation spike. And yet he still believes the economy has 
not entered a new, high inflation regime. 
 
"I was early in calling for some inflation although I couldn't have made a statement about how severe or how long it 
would last. We did get inflation, it was higher and more persistent than I expected." 
 
At the same, time, he added: "I've been on team transitory for a while. I'm still on team transitory." 

https://marketnews.com/mni-fed-sees-75bp-hikes-as-new-baseline-ex-officials-2657553036

