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Financial markets’ inflation expectations have stabilized with peace talks in the Middle East, but it may 

be up to the Fed to help tame the inflation beast in the real economy. After years of above average 

inflation, consumer inflation expectations and small business inflation concerns both appear somewhat 

entrenched. Consumer year-ahead inflation expectations sit at 5.2%, in the 89th percentile of historical 

observations since 1987.  Meanwhile, small businesses continue to claim inflation is one of their biggest 

problems (second only to taxes).  Large businesses are also sour, with ISM’s manufacturing prices-paid 

index at 82.1 – roughly 1.7 standard deviations above its long run norm – and services prices-paid at 71.3, 

about 1.3 standard deviations above average.  

Kevin Warsh made it clear in the press conference following the FOMC policy meeting last week that the 

Fed is committed to achieving “price stability”.  He mentioned the phrase no less than 14 times in the 

press conference just after the meeting, in a tip of his hat to Alan Greenspan, who stressed the price 

stability imperative during his nearly 20-year tenure as Fed Chair. Greenspan once suggested that price 

stability is achieved when households and businesses no longer have to think about it.  Households and 

businesses are thinking about inflation now more than they were during the Greenspan era at the Fed, 

suggesting Warsh faces an even greater inflation challenge than his role model did. 
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Important Disclosures 

 

Disclosure: HB Wealth is an SEC-registered investment adviser. The information reflects the author’s 

views, opinions, and analyses as the publication date. The information is provided for informational 

purposes only and does not constitute an offer to sell or a solicitation of an offer to buy any investment 

product. This information contains forward-looking statements, predictions, and forecasts (“forward-

looking statements”) concerning the belief and opinions in respect to the future. Forward-looking 

statements involve risks and uncertainties, and undue reliance should not be placed on them. There can 

be no assurance that forward-looking statements will prove to be accurate, and actual results and future 

events could differ materially from those anticipated in such statements. The information does not 

represent legal, tax, accounting, or investment advice; recipients should consult their respective advisors 

regarding such matters. Certain information herein is based on third-party sources believed to be reliable, 

but which have not been independently verified. Past performance is not a guarantee or indicator of future 

results; inherent in any investment is the risk of loss. 
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