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Term Structure Learning and Inflation
Predictability: A Dynamic Approach

Fei Gao 1™ 8  Desi Anizandi 28 | Tze-Houng Lee 3. @

1: Sinzapore Institate of Technology

1 : Sinzapore Institute of Technology

3 : Singapore University of Social Sciences
= : Correzponding author

Thiz papsr examines the efficacy of nominal wield curve term stuchurs on inflation predictabilicy
mcorporating economic variables axpreszsad in the form of the Quantity Theory of Monsy. We documented a
posittve pradictability of the tenm sructure in predicting the one month shead reported inflation rate and fwo-
month ahead reported inflation rate in the US fom 2018 to 2022. However, this level of predictability i= not
constant acros: different inflation regimes. The sisnificant predictor: in the low inflation regimes deviate o
thoza in the high inflation ragimes, miggesting that economic indicators shonld ke considared dynamically.

Laztlv, we made use of nonparameiric method {K-nearest neighbour) for predicting extreme inflation regimes in consideration of their pattern

recognition shility at higher dimensions, as well 2z zhility to handle nonlnsarity.

Subject : Prezentation in Conference Program
Topics : M[arket Microstructurs
Toptcs : Parallsl Sezston ZH
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