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First, let’s check on inflation: 

https://fred.stlouisfed.org/graph/?g=1QxVi


Inflation is not one-size-fits-all

https://fred.stlouisfed.org/graph/?g=1QL5F
https://fred.stlouisfed.org/graph/?g=1QL5Y
https://fred.stlouisfed.org/graph/?g=1QL6b
https://fred.stlouisfed.org/graph/?g=1QL7a


The role of tariffs can only be indirectly gleaned

• The import price index does NOT 
include tariffs.  

• Thus if foreign exporters were 
“paying” the tariff we would 
expect this index to be negative.  

• It is basically zero, although 
petro index is negative (but for 
non-tariff reasons). 

• We are paying the tariffs, and 
this logically will feed through to 
the CPI.  



But rent is the straw that stirs the inflation drink…

https://fred.stlouisfed.org/graph/?g=1QL7X


But the rent CPI is not real-time
• Asks a panel “what rent 

are you paying?”
• This is based on leases 

signed many months ago
• …which is fine for 

assessing cost of living
• … but not for macro 

policy- setting.



We have been harping on this since 2015  



The ACY rent index



https://sites.psu.edu/inflation/



Don’t just take our word for it…



What about interest rates?

https://fred.stlouisfed.org/graph/?g=1NKs2


The Powell strategy, in a nutshell

https://fred.stlouisfed.org/graph/?g=1NNsl


The Fed will meet next week.  What will they do?

I took a poll of experts.



What will happen at the next FOMC meeting?



The Fed  

• The Fed has two jobs
• Price stability
• Full employment

• And literally only one tool
• Balancing act



• Though it might be due to accumulated wealth…



• The Fed would cut rates if it were convinced of weak 
labor market

• The official price data does not give any evidence of that 
– though see above—
• Measured inflation is stubbornly above the traditional 2% 

threshold.
• So it seem like things are still running slightly hot
• Though we need to cut out the supply side shocks!



Vibes aren’t great





Labor market data not terrible, what there is of it

https://fred.stlouisfed.org/graph/?g=1NOT1
https://fred.stlouisfed.org/graph/?g=1QLFe
https://fred.stlouisfed.org/graph/?g=1QLFv


And so to housing….

• The relationship between short and long rates is murky:

https://fred.stlouisfed.org/graph/?g=1NOOl


There has been much discussion of “mortgage 
lock”

• So mortgage lock is a thing



Still a thing
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The housing market equilibrium
• Net outmigration from California continues, but at a slower pace:

• Hot off the press:  Net domestic outmigration  = ~200,000, down from ~260,000 previous year.
• This should happen!  This is good!  
• Mostly recent in-migrants

• Mortgage interest rates are still kinda high
• Also tamping down housing demand
• A reduction in FF rate will not have an immediate effect because of the lag between short and 

long rates.
• Does this mean the SoCal housing crisis is over?

• Sorry, no.



Commutes are too long
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