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Fundamental Strategies Non-Directional Strategies Opportunistic Strategies
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MNominal Yield Slope

Auction Cycle Trading Breakeven
Seasonal Pattern * MNon-Dollar Linkers

-
-
+ Deflation Floor
-

Index Extension
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Import Prices for Chinese Goods Seem Unaffected by Tariffs

e C a — Mexico = Newly Industrialized Economies (NIEs)

Import price index, June 2018 = 100
120

115 |

Tariffs begin —,
110 |
105
100

95

2012 2013 2014 2015 2016 2017 2018 2019

BRIFRE ¢ Matthew Higgins, Thomas Klitgaard, and Michael Nattinger, “Who Pays the Tax on
Imports from China?”, 2019/11/25

AESEGECELS AR (AR 2) B aHl - S8 ERE Sl EE
FEA e ARSHRRRR A L3508 -

2 BB LR THZ ST LR S LB RR R £ S e fE TEa

Import Prices for Goods from China Not Falling to Offset Tariffs:
Changes since June 2018

U.S. Import Prices Effective Tariff Rates on
for Chinese Goods Chinese Goods
(percent) (percentage points)
Nonmetallic mineral products 08 148
Fabricated metal products 1.2 16.9
Machinery, except electrical 1.8 15.0
Electrical machinery and applicances 0.6 171
Furniture and fixtures -1.1 2.7

estimated as the ratio of the tolal ¢t 3 n tanff revenues iive I« nports 3 itegory 1o C

BRIAE © Matthew Higgins, Thomas Klitgaard, and Michael Nattinger, “Who Pays the Tax on
Imports from China?”, 2019/11/25
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Change in market share relative to 2017

w— Electncal equipment — ectro

Percent, twelve-month average
4

2

0 //-ﬁ/\.\ e N\

2015 2016 2017 2018 2019

BRIRE ¢ Matthew Higgins, Thomas Klitgaard, and Michael Nattinger, “Who Pays the Tax on
Imports from China?”, 2019/11/25
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EUERATE H =BG CPIZEA K
Bl 2019 4655 2 F 11> SRR Y] 2,500 (RS TR anaifel 25% AR -
ELURSCERERT TR TN - SR IR U — R0 620 (B357T » I
2018 ££55 2 24 2019 55 3 FfH] > SEIEPREIRILERE I 400 35T
BURSEBR BB Tl A hn 2 HELT & » RS0 HSeRTZ o3 el &l > o
(25 £ 1 P AR PR e R RS T e {8 - 5kt 400 (5570 2 RSO 26 F S5 B E L1
P A Aol D B e 2 1 e i B S HH P S R R - ME ISR 2/ DER BN
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BACE » 3% BN AL E = 2R R R SOR AT 2 S 3E Z Rl - N R 2
BUR G H A B e 3 7 A\ B A T B A L (4] 9 thz
A+C) - 2RI > EREIRETR PR iE (R B MR B R R AR AR AR ICE - e
FERNASR 2 ALl > BB M B B R Je 2 BB SR (R &K
JEIESFRK (deadweight loss 4M1[E] 9 o2 B+D )~ Mary Amiti £ A(2019)
ZAdEt > E{ERISEE] 2019 455 H 10 HAAR.Z 2,000 ([EECaRB0E B L2
CERARAEE » 25% 2 BIFR S FER AL 791.32 35T 2 fagEk » EEEH
—HRFFREIE 1,060.74 {FSRTTHA -

9 ERERIMEHEEZZE

Figure S: Impact of a Tariff on Prices

72, Mo m
BRIAE © Mary Amiti, Stephen J. Redding, and David E. Weinstein, “The Impact of the 2018
Trade War on U.S. Prices and Welfare”, 2019/3

GEFERMREIHE SR ZFE - HENME PR DR B E
P SR BRI R BERE A T - SRR R e 2 B L i (B4 85 > d0HE
M ZREHEEYE - CPL tPiBs b thE 59.8%EE N AEmME Y
19.4% (R 3) » kB E I ELEM(K - 4T 3 AR Z AR EE) U E TR
& (RIE 10) > FIILEREYIZEE E - T H i E R TR R B 5
PIERE B RIE T > SUEAG CPIZEREIR 2 28 i i -
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73 =B CPIFEE (2019/9/30 CPI)

Annualized Inflation Rate

% of % of
Headline Core 3 Month 1 Year 3 Year
Headline CPI 100.0% 1.7% 1.7% 2.1%

Core CPI 79.2% 100.0% 2.8% 2.4% 2.1%
Services 59.8% 75.6% 3.4% 2.9% 2.8%
Goods 19.4% 24.4% 0.7% 0.7% -0.2%

13.2% 1.4% 1.8% 1.5%
Energy 7.6% -7.7% -4.8% 3.2%

10 AR B R B A A B B

Y-O-Y %
A
Core Services '
3-W
2A
1,.
0
1 /
2 Core Goods
N N N N & & N O OO NN NS0 O O
S O~ B - B .~ . T~ .~ .~ v~ - I~ S
cC Q0 = += > VO = O QO = > © © w
o O 3 Q.
T 285 8 &8 22¢ 8 & 2 3 =8 2

=~ AHARIENREEE AR Z SR ENZER
BE= A AEE SN EEMNREED 230 M EESS (RE 1) &
TREAERGERIEA > mIr AL H A AR Z R WA EEE
4 H A EFEAR = ARAKTT AR R TR (E + A U ba aa B+ B P B PR B
= (CRAGEIIE BRI P(E + ARACB R R TR H9E ) +
PR 7 e e B - D P B IR T
= (RAGEIIE BRI PE(E + BRI E BRI +
CRA I R H9(H + SRR Eh Mg 2 ke i i )

= TIPS JEFIE + ESTI A - - - - - - - - (A1)
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Percent

_Momhly "

i — United States ] 45
Canada

A \ === United Kingdom  { 1o
A - - Germany

48

46

44

42

— 0

1 1 1 1 1 1 Il 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 2

1989 1994 1999 2004 2009 2014 2019

Note: 10-year generic government bond yields.

Source: Bloomberg Finance LP.
BRIAE ¢ Richard H. Clarida, “Monetary Policy, Price Stability, and Equilibrium Bond Yields:

Success and Consequences”, 2019/11/12

(—) RAFHHEENRTANF9E

FHAE B R E I (EE S sz & RS <~ 4 F%2 (neutral interest rates )
RIFEBEARE T (UG Z SRS F KN e ftda 2 HIROKAE > BRI
BEFP AR F R AU B BN R 2 o & - e AR 2 E s 8L (RIE
12) nPEH » FEEET-HEZ AR R S EAL - EeE B A2
FRHGESD ~ 108 N JE bt 6 12 = LR T B B AU, - B s N
Ji\fg 2 NMEE R E LB EREFAR - 1 BEE SRS E b
15 R MR R S 5 B RAT - S B P RSB S nE A -
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r t
_ (percen_) 40
Quarterly

— United States 35

Nt ===+ Foreign

L 1 L 1 L | L 1 L L 1 L 1 L | 1 1 L 1 Il L 1 L | L 1 110

1
1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019

Note: The foreign r* shown in the chart captures the comovement of r*in Canada, the euro area, and
the United Kingdom with the U.S. r*. Specifically, the foreign r* is a linear combination of the r*s for
Canada, the euro area, and the United Kingdom. The weights are equal to (minus) the cointegrating vector
coefficient for each country as reported in Holston, Laubach, and Williams (2017) from a vector-error-
correction model fitted to r*s in the United States, Canada, the euro area, and the United Kingdom.

Source: Holston, Laubach, and Williams (2017); Clarida (2019); Board staff calculations.

ERlAE ¢ Richard H. Clarida, “Monetary Policy, Price Stability, and Equilibrium Bond Yields:
Success and Consequences”, 2019/11/12
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#4 HISTIETER

Region 1970-1994 1995-2018
United States* 5.2 1.8
Memo: US core inflation 5.1 1.7
Other advanced economies** 6.7 1.4
Emerging market economies*** 32.7 6.6

*For the United States, inflation is the annualized quarterly percent change in the price index for personal consumption expenditures
(PCE). Core inflation is the annualized quarterly percent change in the price index for PCE less food and energy.

**Staff estimate. Begins in the third quarter of 1970. Based on a weighted average of Australia, Canada, the euro area, Japan,
Sweden, Switzerland, and the United Kingdom. For the euro area, inflation is the annualized quarterly percent change in the harmonized
index of consumer prices, extended back to 1970 using Euro Area Business Cycle Network data. For all other countries, inflation is the
annualized quarterly percent change in the consumer price index (CPI). Countries’ weights are based on real GDP at chained purchasing
power parity.

***Staff estimate. Begins in the third quarter of 1971. Based on a weighted average of Argentina, Brazil, Chile, China, Colombia, Hong
Kong, India, Indonesia, Israel, Korea, Malaysia, Mexico, Philippines, Russia, Saudi Arabia, Singapore, Taiwan, Thailand, Venezuela, and
Vietnam. The data for Venezuela end in 2005. Countries’ weights are based on real GDP at chained purchasing power parity.

Source: Board staff calculations; Haver Analytics; Robert C. Feenstra, Robert Inklaar, and Marcel P. Timmer (2015), "The Next
Generation of the Penn World Table," American Economic Review, 105 (October), pp. 3150-82, available for download at
www.ggdc.net/pwt.

ERlAE ¢ Richard H. Clarida, “Monetary Policy, Price Stability, and Equilibrium Bond Yields:
Success and Consequences”, 2019/11/12
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Region 1970-1994 1995-2018
United States* 2.8 15
Memo: US core inflation 2.2 .5
Other advanced economies** 3.8 1.0
Emerging market economies*** 25.1 4.8

*For the United States, inflation is the annualized quarterly percent change in the price index for personal consumption expenditures
(PCE). Core inflation is the annualized quarterly percent change in the price index for PCE less food and energy.

**Staff estimate. Begins in the third quarter of 1970. Based on a weighted average of Australia, Canada, the euro area, Japan,
Sweden, Switzerland, and the United Kingdom. For the euro area, inflation is the annualized quarterly percent change in the harmonized
index of consumer prices, extended back to 1970 using Euro Area Business Cycle Network data. For all other countries, inflation is the
annualized quarterly percent change in the consumer price index (CPI). Countries’ weights are based on real GDP at chained purchasing
power parity.

***Staff estimate. Begins in the third quarter of 1971. Based on a weighted average of Argentina, Brazil, Chile, China, Colombia, Hong
Kong, India, Indonesia, Israel, Korea, Malaysia, Mexico, Philippines, Russia, Saudi Arabia, Singapore, Taiwan, Thailand, Venezuela, and
Vietnam. The data for Venezuela end in 2005. Countries’ weights are based on real GDP at chained purchasing power parity.

Source: Board staff calculations; Haver Analytics; Robert C. Feenstra, Robert Inklaar, and Marcel P. Timmer (2015), "The Next
Generation of the Penn World Table," American Economic Review, 105 (October), pp. 3150-82, available for download at
www.ggdc.net/pwt.

BRIAE ¢ Richard H. Clarida, “Monetary Policy, Price Stability, and Equilibrium Bond Yields:

Success and Consequences”, 2019/11/12
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Note: 10-year bond returns are constructed from zero-coupon yields for United
States and generic bond yields for other advanced economies. Covariances are
estimated from a rolling window of 3 months of daily data.
Source: Bloomberg Finance LP; Federal Reserve Bank of New York; Board staff

calculations.
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