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Scheduled macro news announcements (FOMC, NFP, CPI,...) widely studied
e Connection between asset prices & macroeconomy

e Transmission of monetary policy (“high-frequency shocks")
e Price discovery process of financial markets

So far: limited focus on investors’ attention allocation
e Attention ~ willingness to exert “costly effort” to acquire information

e Prior work: investor attention can matter for asset prices

e But: limited evidence on its importance for macro news

This paper:
e Investor attention crucial for how markets process macro news
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This Paper

Document importance of investor attention during recent inflation surge
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This Paper

Document importance of investor attention during recent inflation surge
1. Intraday event-study analysis of 16 major macro releases (CPI, GDP,...)
e Compare inflation surge (21-23) with prior low-inflation period (09-21)
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This Paper

Document importance of investor attention during recent inflation surge
1. Intraday event-study analysis of 16 major macro releases (CPI, GDP,...)
= Unique increase in reactions to CPI news during inflation surge

2. Construct CPI investor attention based on Bloomberg Terminal coverage
= Stark increase in attention to CPI releases during inflation surge

= Attention can robustly account for stronger reactions to CPI news

Document importance of investor attention for FOMC announcements
3. Construct FOMC investor attention based on Bloomberg Terminal coverage

= Substantial fluctuations in attention over time

= Attention robustly predicts volatility around release & press conference

Discuss implications of findings
=- Importance of endogenous attention theories in macro-finance
= Crucial role of investor attention for monetary policy
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1. Data



Financial Markets

Sample: 1996/1-2023/7
Intraday data from LSEG Tick History

6 interest rates based on interest rate futures
e Eurodollar/SOFR futures: 1st (EDI) & 4th contract (ED4)
e Treasury futures: 2-,5-,10-, and 30-year

5 inflation swap rates: 1-,2-,5-,10-, and 30-year @
e Sample starts in 2009/1 due to market liquidity

S&P 500 based on front-month E-mini futures

Institutional investors essentially sole participants in examined markets
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Macroeconomic News Announcements

Data Releases
e Sample: 1996/11-2023/7

e Data from Bloomberg

e Focus on CPI & 15 other macro series (NFP, Retail Sales,...) @
ke —E[ke|Z,_ 5]
—

ag

e For each macro series k, construct surprise sﬁ =

FOMC Announcements
e Sample: 1996/1-2023/7

e Timestamps from Bloomberg and Federal Reserve Website

e Focus on statement release and press conference of scheduled meetings
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Investor Attention

Sample: 1996,/1-2023/7
e Data from Bloomberg Terminal (BT)
e Most widely used professional financial news service (Wigglesworth, 2022)

e Majority of users institutional investors (Ben-Rephael et al., 2017)

Provides daily number of relevant articles for specified keywords

Investor attention IAk based on BT coverage in 5 days prior to event @

= IAf= % for k € {CPI, FOMC, NFP}

5
J=
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2. Evidence from the 2021-2023
Inflation Surge
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Motivation

Basic idea
e Inflation T — attention to inflation 1 — market reactions to CPI releases 1

e Why CPI? — (1) most timely and cited; (2) used for financial securities

More formally @

Price reaction to CPl news: z = P! sCP! for xe€{y, 7}
CPI y|CPI 7|CPI
CPI CPI
”EPI i ir
Investor Interest Rate Inflation Swap Rate
Attention Market Reactions
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Step 1: Test for Stronger CPl Reactions During Inflation Surge

For each macro series k, | estimate:
_ K k x|k kq x|k kq k
= of + oy + B s lier + By st lien + &

e 1;: 60-minute change (=5 to 460 min.) in interest or inflation swap rate @
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Step 1: Test for Stronger CPl Reactions During Inflation Surge

For each macro series k, | estimate:

k k zlk k nrlk k
ry =ap +a + B si Lier + By sy Lien + €

e 1;: 60-minute change (=5 to 460 min.) in interest or inflation swap rate @
e Low-inflation: July, 2009-May, 2021 | High-inflation: May, 2021-July, 2023

10

T T T ™
®ee CP| Release |
|
I
|
|

(up from 26%) |

I
July 2023: 3% 1

(down from 4%) |

!

|
|
| |
! i I I
Low-Inflation I High-Inflation 1
s Period I Period [
- 1 | |

1 1 1 1 1 1 1 1 1 1 1 1 1 1
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

|
|
|
|
|
: May 2021: 4.2% |
|
|
|
|
|
|
|

Real-Time CPI Inflation Rate (YoY)
S
T
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High-Frequency Reactions to CPI Releases
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High-Frequency Reactions to CPl Releases

Interest Rates

or T == | ow Inflation
== High Inflation
gl - —95%Cl

Basis Points

Ho (B, =B) ED1 ED4  2-Year 5-Year 10-Year 30-Year
P-value = 0.00** 0.00** 0.00** 0.00*** 0.00** 0.01**
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High-Frequency Reactions to CPl Releases

Interest Rates

10+

0 == |ow Inflation
- == High Inflation

8t = —95% Cl

@ -

<

S

o

12}

‘®

©

[a2]

Ho (B, =B) ED1 ED4  2-Year 5-Year 10-Year 30-Year
P-value = 0.00** 0.00** 0.00** 0.00*** 0.00** 0.01**

Basis Points

Inflation Swap Rates

Hy(B.=B,) 1-Year 2-Year 5-Year  10-Year 30-Year
P-value =  0.00"** 0.00*** 0.01*** 0.05* 0.09*

= Market reactions to CPI news much stronger during inflation surge
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Reactions to CPI versus Other Macro Releases

Interest Rates

.l L4 =CPI
° ® = Others

4t BB °

” v

£ ° °

& of

B2

(7]

]

o T
oFb———— = — = l
2t

ED1 ED4 2-Year 5-Year 10-Year 30-Year

Filled circles indicate significant difference of 3, and B at the 5 percent level. [ > Rates I » Suaps ]
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Reactions to CPIl versus Other Macro Releases

Interest Rates o Inflation Swap Rates
.l L4 =CPI °
° ® = Others
6
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Filled circles indicate significant difference of 3, and B at the 5 percent level.
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Reactions to CPI versus Other Macro Releases

Interest Rates o Inflation Swap Rates
.l L4 . =CPI °
° = Others
6
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Filled circles indicate significant difference of 3, and B at the 5 percent level. [ > Rates I » Suaps ]

= Increased reactions to CP| news unique among macro releases

= CPIl emerges as most impactful macro release during inflation surge
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Additional Results on Market Reactions

Sensitivity analysis @
= Increased reactions of yields and inflation swaps to CP| news robust feature

Other asset classes @
= Stronger reactions to CPIl news across asset classes (S&P 500, VIX, forex,...)

Role of risk premia @
= Risk premia drive one-third of heightened sensitivity to CPI news

International spillovers @
= Increased reactions of international markets to CPI news

Time-varying coefficient approach @
= Effects of CPI news started to pick up in 2021

Trading volumes @
= Abnormal increase in trading volume around CPI releases

Kroner 11



Step 2: Connect Stronger CPl Reactions to Investor Attention

a) Construct CPI investor attention measure @

e Based on BT coverage in 5 days prior to CPI release: IAS"'= =5
j=1"Vdt—J

Kroner

5 CPI
Ej:lﬁdtfj
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Step 2: Connect Stronger CPl Reactions to Investor Attention

a) Construct CPI investor attention measure @

. . 22 NP
e Based on BT coverage in 5 days prior to CPI release: JASPI= Zu=1demy
t Z?:lth—j
6
5

Standard Deviations

++GP! Inflation !

-2
1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024
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Step 2: Connect Stronger CPl Reactions to Investor Attention

a) Construct CPI investor attention measure @

. . 22 NP
e Based on BT coverage in 5 days prior to CPI release: IAfP': SI=l_dimd

5 N )
ZJ. _1Na,—j
6
_ Markets Watch for
5 ngere |ﬂf|§“0ﬂ Severe Inflation Inflation Cooling Following
Worries Following PPI Concerns post Large Fed Hikes
Surge Days Earlier Hurricane Katrina
4 . First Release after
Investors Eye Signs Inflation J d 1
of Inflation Moderation " atf;o/ u\;n ;:(e :‘ \
3 after Fed Hikes Markets Seek Signals t04.2% Yo ]
— Supporting Possible Fed Cuts Investors Eye Release for

Clues on Fed "Liftoff" Pace

Standard Deviations

+*GPl Inflation

-2
1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024

= Linked to inflation environment and monetary policy
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Step 2: Connect Stronger CPl Reactions to Investor Attention

a) Construct CPI investor attention measure @
5 CPI
Ej:lﬁdtfj

e Based on BT coverage in 5 days prior to CPI release: IAS"'= =5
j=1"Vdt—J

b) Test for predictive power of CPI investor attention
Tt = O + IBwStCPI A (Stcpl % IAEPI) 4+ <StCP| « Zt) 40" IAtCPI +0°7, + Emt

e Pooled specification (one for interest rates and one for inflation swaps)

Kroner

12



Step 2: Connect Stronger CPl Reactions to Investor Attention

a) Construct CPI investor attention measure @

] ] 25 NCPI
e Based on BT coverage in 5 days prior to CPI release: IAfP': 257]\]‘“]
j=1"Vd¢—J

b) Test for predictive power of CPI investor attention
Tt = Qm 4 ﬁw CPI 4 ’V!l,‘ (Stcpl % IAEPI) 4 F.’I,’ (Sgpl % Zf) + eac IAtCPI 4 echt + Emit

e Pooled specification (one for interest rates and one for inflation swaps)

e Allow for interactions with variables Z;

® Recession and ZLB indicators
e Inflation uncertainty:
— Realized inflation volatility; Bloomberg inflation disagreement; VIX
o Monetary policy:
— KC Fed policy uncertainty; BPS (2024) inflation & output gap coefficient
e Inflation drivers:
— Stock-bond correlation

Kroner
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Predictive Power of CPI Investor Attention for Market Reactions

Dependent Variable (bp) Interest Rates Inflation Swap Rates
2009-2023 2009-2023
News 1.31%** 1.85%**
(0.28) (0.27)
News x Investor Attention 1.75%** 1.26%**
(0.29) (0.34)
Recession & ZLB
Interactions v v
R? 0.48 0.25
Observations 996 830

Notes: *** ** and * indicate significance at the 1, 5, and 10 percent level. o
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Rr? 0.48
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1_85***
(0.27)
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(0.34)

v

0.25
830
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= Amplifies market reactions to CPI news
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Predictive Power of CPI Investor Attention for Market Reactions

Dependent Variable (bp)

Interest Rates

Inflation Swap Rates

2009-2023

2009-2023

News 1.31%**
(0.28)

News x Investor Attention 1.75%%*
(0.29)

Recession & ZLB v

Interactions

Rr? 0.48

Observations 996

1_85***
(0.27)
1.06%%*
(0.34)

v

0.25
830

Notes: *** ** and * indicate significance at the 1, 5, and 10 percent level. o

Investor attention

= Amplifies market reactions to CPI news

= Can account for 86% & 95% of increase in reactions during inflation surge

Kroner
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Predictive Power of CPI Investor Attention for Market Reactions

Dependent Variable (bp) Interest Rates Inflation Swap Rates
2009-2023 2009-2023
News 1.31%%*% 1 21%%* 1.85%%* D Q5¥**
(0.28)  (0.22) (0.27)  (0.25)
News x Investor Attention 1.75%%* 1 B2¥¥* 1.26%**  1.01%**

(0.29)  (0.27)
Inflation Uncertainty

News x Inflation Volatility 0.47
(0.35)
News x Inflation -0.15
Disagreement (0_25)
News x VIX 0.59%*
(0.28)
Recession & ZLB
Interactions v v
R? 0.48 0.52
Observations 996 996

(0.34)  (0.28)

0.92*
(0.53)
-0.67%*
(0.29)
0.14
(0.31)

v v

0.25 0.28
830 830

Notes: *** ** and * indicate significance at the 1, 5, and 10 percent level. o
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Predictive Power of CPI Investor Attention for Market Reactions

Dependent Variable (bp)

Interest Rates

Inflation Swap Rates

2009-2023

2009-2023

News

News X Investor Attention

Inflation Uncertainty

Monetary Policy

News x Monetary Policy
Uncertainty

News x Perceived Inflation

Coefficient

News x Perceived Output

Gap Coefficient
Recession & ZLB
Interactions
R2
Observations

L31F0% 1 21%%x ] 3gkx
(028) (022) (0.23)
1.75*** 1.52*** 0.96***
(020) (0.27)  (0.30)
v

1.0g%*
(0.28)
0.34
(0.34)
-0.74%*
(0.35)

v v v

0.48 0.52 0.55
996 996 996

1.85%k% 9 O5kxk ] g7

(0.27)  (0.25)  (0.27)

1.26%F% 1 01%*% 1 3g%%*

(0.34)  (028) (0.39)
v

-0.00
(0.22)
0.14
(0.37)
0.07
(0.30)

v v v

0.25 0.28 0.26
830 830 830

Notes: *** ** and * indicate significance at the 1, 5, and 10 percent level. °
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Predictive Power of CPI Investor Attention for Market Reactions

Dependent Variable (bp)

Interest Rates

Inflation Swap Rates

2009-2023

2009-2023

News
News X Investor Attention

Inflation Uncertainty
Monetary Policy

Inflation Drivers
News x Stock-Bond
Correlation

Recession & ZLB
Interactions

R?
Observations

L31H0F [ 21%%% ] 3gHkx ] 3kx
(028) (022) (0.23) (0.24)
1.75*** 1.52*** 0.96*** 1.24***
(020) (027) (0.30) (0.47)

v
v
057
(0.55)
v v v v
048 052 055 049

996 996 996 996

1.85%%% D 05k*x ] g7RKX 1 BOFE
(027)  (0.25) (0.27)  (0.29)
1.26%%% 1.01%%% 130%%* (.75
(0.34) (0.28) (0.39) (0.48)

v
v
0.58*
(0.34)
v v v v

0.25 0.28 0.26 0.26
830 830 830 830

Notes: *** ** and * indicate significance at the 1, 5, and 10 percent level. °
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Predictive Power of CPI Investor Attention for Market Reactions

Dependent Variable (bp) Interest Rates Inflation Swap Rates
2009-2023 1996-2023 2009-2023
News 1.31%k% 1 21%%k ] 38kkx ] 23kkk (. 64%kk 1 .gE¥Kk D 5¥xk ] B7RF* 1.80%k*

(0.28) (022) (0.23) (0.24)  (0.21)  (0.27) (0.25) (0.27)  (0.29)
News x Investor Attention 175%¥F 1 B2¥¥k 0. 96%F* 1. 24%Fkx ] 04FF*  126%*k 1.01%F* 1.30%** (.75
(0.29) (027) (0.30) (0.47)  (0.26)  (0.34) (0.28) (0.39)  (0.48)

Inflation Uncertainty v v v

Monetary Policy v v v

Inflation Drivers v v v
Other Interactions v

(incl. Inflation Level)

Recession & ZLB

Interactions v v v v v v v v v
R? 0.48 0.52 0.55 0.49 0.35 0.25 0.28 0.26 0.26
Observations 996 996 996 996 1788 830 830 830 830

Notes: *** ** and * indicate significance at the 1, 5, and 10 percent level. °
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Predictive Power of CPI Investor Attention for Market Reactions

Dependent Variable (bp)

Interest Rates

Inflation Swap Rates

2009-2023 1996-2023 2009-2023
News 1.31%k% 1 21%%k ] 3gkkx ] 23kk% (4% F* 2.05%** 1.87F¥* 1.80%**
(0.28)  (0.22)  (0.23)  (0.24) (0.21) (0.25)  (0.27)  (0.29)
News x Investor Attention 1.75%%k 1 B2¥¥* 0,96 F* 1. 24%Fx ] O4F** 1.01%** 1.39%%* (.75
(0.29)  (0.27)  (0.30)  (0.47) (0.26) (0.28)  (0.39) (0.48)
Inflation Uncertainty v v v
Monetary Policy v v v
Inflation Drivers v v v
Other Interactions v
(incl. Inflation Level)
Recession & ZLB
Interactions v v v v v v v v v
R? 0.48 0.52 0.55 0.49 0.35 0.25 0.28 0.26 0.26
Observations 996 996 996 996 1788 830 830 830 830

Notes: *** ** and * indicate significance at the 1, 5, and 10 percent level. °

Investor attention
= Most consistent interaction with news

= Functions as sufficient statistic for “important” economic conditions
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3. Evidence from FOMC Announcements



FOMC Investor Attention

Standard Deviations

-2
1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024

° IAtFOMC: based on BT coverage in 5 days prior to FOMC announcements
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FOMC Investor Attention

6
Greenspan's Confidence Plunges

5 "Preempltive Hike" éGretiTi_pal:_s Zero First Meeting Post ) ) SVB Collapse

Testimony BErowin” Testimony 75-bp Emergency Cut  First Meeting After & High Inflation
4 LTCM Bernanke's "Taper

col " Tantrum" Testimony Anticipated
ollapse Anticipated Start of Anticination Guidance on "Liftoff"
3 / Tigtening Cycle icipati ) amid Inflation Surge
of QE 2 Uncertainty over

Standard Deviations

-2

Potential "Liftoff"

1996 1998 2000 2002 2004 2006 2008 2010

2012 2014 2016

2018

2020 2022

IAEOMC: based on BT coverage in 5 days prior to FOMC announcements

2024

= Linked to financial and economic conditions, but also Fed communications
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Intraday Price Movements on FOMC Days

25

n
o

o

Basis Points

o
o

o

o
o

-60 -40 20 0 20 40 60 80 100 120 140 160 180

Minutes relative to FOMC Announcement

Announcement Window

2-Year Yield

2.0 T T T T

o

Basis Points
5

e Construct average magnitudes of 5-minute movements on FOMC days
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Intraday Price Movements on FOMC Days

ED1 2-Year Yield
25— 20—
=All
201 = Low Attention 1 15k |
17} = High Attention P
S5t 1 £
e € ol |
2 @0
21.0F 1 a
23] [21]
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e Construct average magnitudes of 5-minute movements on FOMC days
e Compare low- vs. high-attention days (<10th vs. >90th pctile)
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Intraday Price Movements on FOMC Days
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e Construct average magnitudes of 5-minute movements on FOMC days
e Compare low- vs. high-attention days (<10th vs. >90th pctile)

= Investor attention predicts increased market fluctuations on FOMC days
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Intraday Price Movements on FOMC Days
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Implications for Analysis of FOMC Announcements

1. IAFOMC predicts magnitudes of high-frequency MP shocks @

) |S%C| =« + Ba: |A't:OMC =+ Ith + E¢
e s7: shocks by Nakamura & Steinsson (2018), Swanson (2021),...

e ;. uncertainty measures, recession & ZLB indicators, BS (2023) predictors,...
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2. |AFoMc predicts market volatility during press conferences @
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Implications for Analysis of FOMC Announcements

1. IAFOMC predicts magnitudes of high-frequency MP shocks @

o |sfl=a+pm AN+ TZ, 4 ¢
e s7: shocks by Nakamura & Steinsson (2018), Swanson (2021),...
e ;. uncertainty measures, recession & ZLB indicators, BS (2023) predictors,...

= NS (2018) shock: 1.8x larger on high- vs. low-attention days

2. |AFoMc predicts market volatility during press conferences @

FOMC
o [2ri] = ar + AChair + BEIATONC + T2, 61y
® .. return during press conference minute T
e ;. uncertainty measures, recession & ZLB indicators, BS (2023) predictors,...

= S&P 500: 1.7x more volatile during press conferences on high-attention days

= Consistent with stronger sensitivity to Fed news when attention elevated
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4. Concluding Remarks



Concluding Remarks

Investor attention crucial for how markets process macro news
e Evidence from the 2021-23 inflation surge & FOMC announcements
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Concluding Remarks

Investor attention crucial for how markets process macro news
e Evidence from the 2021-23 inflation surge & FOMC announcements

Which theories are consistent with the evidence?
e Investor attention & sufficient statistic for payoff-relevant factors

= In line with theories of endogenous attention

e Can we say more?
— Intraday reactions to CPI news appear efficient
— No conclusive evidence of over- or underreaction in days after @

= Endogenous attention + discrete reactions (e.g., Bansal & Shaliastovich, 2011)

What are broader implications of the findings?
e Expectation formation of institutional investors crucial for macro-finance

e Important two-way link between Fed & investor attention

Kroner
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Appendix



Model Setup

CPI release Inflation shock

Date 1 l Date 2 l Date 3 Date 4

| I I I >
[ [ [ [ g

Monetary policy Treasury security and
decision inflation swap mature

Trading Trading
Market reaction
Investors
e Continuum of investors solving mean-variance portfolio problem at 1 and 2

Assets
e Treasury security and inflation swap maturing at 4

Monetary policy
o Sets risk-free rate based on Taylor rule at 3

CPI release
e Noisy signal about future inflation shock

Investor attention
e Only share of investors attentive to CPI release (i.e., incorporate signal)
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Model Solution

1
= @(MCPI) SCPI and y = §¢®(/J'CPI) SCPI

cpl
B! Bulcpi

m: reaction of inflation swap rate (7 = w2 — m1)

y: reaction of Treasury yield (y = y2 — y1)

e sCP!: inflation signal from CPI release

¢: inflation coefficient in monetary policy rule

o 1P!: share of attentive investors

CPI\. - . 20 LCPI
O(u""): average Kalman gain across investors (% >0)

Kroner
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Measuring Investor Attention

Relative News Intensity

Relative News Intensity

Kroner
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CPI Coverage
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Trading Days relative to CPI Release
FOMC Coverage
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Trading Days relative to FOMC Release
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Relative News Intensity

NFP Coverage
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Time Series of CPI Surprise

3k

Standard Deviations

== Low Inflation
== High Inflation

Kroner
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Observations: Total—166 | Low Inflation—142 | High Inflation—26 @

2024

21



Macroeconomic News—OQOverview

Announcement Release  Frequency Observations Unit Surprise  Mean-Median
Time Total Low High (+1SD)  Correlation

Average Hourly Earnings 8:30 Monthly 160 135 25 % MoM 0.15 0.99
Capacity Utilization 9:15 Monthly 165 140 25 % 0.38 0.99
CB Consumer Confidence 10:00 Monthly 168 142 26 Index 4.99 1.00
Durable Goods Orders 8:30 Monthly 166 140 26 % MoM 1.78 1.00
Consumer Price Index (CPI)

Headline—Baseline 8:30 Monthly 166 140 26 % MoM 0.11 0.96

Core 8:30 Monthly 164 139 25 % MoM 0.09 0.97

Headline YoY 8:30 Monthly 166 140 26 % YoY 0.12 0.97
Gross Domestic Product (GDP) 8:30 Monthly 164 140 24 % QoQ ann. 0.42 0.98
Initial Jobless Claims 8:30 Weekly 708 595 113 Level 17.51k 0.97
'(?S'V'Mthf”g“fsm””g PMI 10:00  Monthly 169 143 26 Index 175 1.00
New Home Sales 10:00 Monthly 167 141 26 Level 52.30k 1.00
Nonfarm Payrolls (NFP) 8:30 Monthly 156 133 23 Change 90.15k 1.00
Efi'cs;"l‘j;ec:?;“C’Ep;';’i’c‘jiz:‘;'t“'es 830  Monthly 162 137 25 % YoY 0.07 0.86
Philadelphia Fed Index 10:00 Monthly 167 141 26 Index 9.88 1.00
Producer Price Index (PPI) 8:30 Monthly 168 142 26 % MoM 0.32 0.99
Retail Sales 8:30 Monthly 161 135 26 % MoM 0.47 0.98
UM Consumer Sentiment P 10:00 Monthly 168 142 26 Index 3.57 1.00
Unemployment Rate 8:30 Monthly 159 134 25 % 0.16 0.98
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News Surprises—Time Series

Kroner

Standard Deviations Standard Deviations

Standard Deviations

Standard Deviations
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CB C c
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News Surprises—Time Series
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Primer on Inflation Swap Rates

Initiation Maturity

Buyer [(1 + ﬁ[}“,h)h - (1 + rthh)h] X Notational
(Receives Inflation leg,
pays Fixed Leg)

t t+h
Seller

(Receives Fixed leg, A A
pays Inflation Leg) [(1 + rt,H»h) - (1 + ﬁt,t+h) ] x Notational

o «———>o
A

Tt,een: h-year inflation swap rate at t

Ty p4n: realized annual CPI inflation rate from t to t +h
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Impulse Responses to CPl News
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Sensitivity Analysis

Increased market reactions to CPI releases robust to

different surprise series (Core, YoY, Bloomberg Median Forecast)

excluding large surprises (dropping surprises greater than 2 standard deviations)
removing autocorrelation from surprises (residualizing w.r.t. last 12 obs.)
extending low-inflation sample to 1996 instead of 2009

using TIPS breakeven inflation rates

shifting break point between low- and high-inflation period

employing daily data

having one intercept in regressions

Kroner
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Effect of CPl News on Interest Rates—Robustness
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Effect

of CPIl News on Inflation Swap Rates—Robustness
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Effects of Macro News on Interest Rates
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Effects of Macro News on Interest Rates

Kroner
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Effects of Macro News on Inflation Swap Rates

Kroner
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Effects of Macro News on Inflation Swap Rates
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Effects of CPI News on Other Asset Classes
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Daily Effects of CPIl news on Expectations and Risk Premia
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Time-Varying High-Frequency Effects of CPl News
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Effects of CPl News on International Markets
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Changes in Sensitivity to CPI releases under High Inflation
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Effect of CPI News on Expectations vs. Risk Premia
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Evidence from Trading Volumes

Approach
e Trading volume common proxy for investor attention (Barber & Odean, 2008)

e Compare average trading volume around each macro release during
low-inflation period (tvol.) and high-inflation period (tvoly)
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Bloomberg Terminal Coverage around CPl and NFP Releases

CPI Coverage NFP Coverage
6.0 6.0
= |ow Inflation
= High Inflation
E45T Q4s5t ]
= >
2 2
2 3.0 230 1
£ £
g g
215 215) ]
0.0 0.0
7 6 -5-4-383-2-10123 456 7 76 -5-4-3-2-10123 456 7
Trading Days relative to CPI Release Trading Days relative to NFP Release

Kroner 41



Dow Jones Newswires Coverage around CPl and NFP Releases
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Public Attention

around CP

| and NFP Releases
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Predictive Power of CPI Investor Attention

Dependent Variable (bp)

Interest Rates

Inflation Swap Rates

2009-2023 19962023 2009-2023
News 1.31%%k  121%%k ] 3g¥kk 1 23%kk  Q.64%Fx 1 85¥¥k 2 05%*k ] B7HRE 1 80¥F*
(028)  (022) (0.23) (024)  (0.21)  (0.27) (0.25) (0.27)  (0.29)
News X Investor Attention — 1.75%¥* 1.52%¥* (.0p¥** 124%¥x 1 04%k*x  ]26%** 101%¥** 139%* 075
(0.29) (0.27)  (0.30)  (0.47) (0.26) (0.34) (0.28) (0.39) (0.48)
Inflation Uncertainty
News x Inflation Volatility 0.47 0.41 0.92*
(0.35) (0.26) (0.53)
News X Inflation -0.15 -0.25 -0.67**
Disagreement (0.25) (0.16) (0.29)
News x VIX 0.59%* -0.04 -0.14
(0.28) (0.22) (0.31)
Monetary Policy
News x Monetary Policy 1.08%** 0.44 -0.00
Uncertainty (0.28) (0.38) (0.22)
News x Perceived Inflation 0.34 0.11 0.14
Coefficient (0.34) (0.21) (0.37)
News x Perceived Output -0.74%* -0.07 0.07
Gap Coefficient (0.35) (0.21) (0.30)
Inflation Drivers
News x Stock-Bond 0.57 0.39 0.58*
Correlation (0.55) (0.32) (0.34)
cher Interactions No No No No Yes No No No No
(incl. Inflation Level)
ﬁetzfzscltoign% B Yes Yes Yes Yes Yes Yes Yes Yes Yes
R? 0.48 0.52 0.55 0.49 0.35 0.25 0.28 0.26 0.26
Observations 996 996 996 996 1788 830 830 830 830

Notes: *** ** and * indicate significance at the 1, 5, and 10 percent level.
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Investor Attention and Magnitude of High-Frequency Shocks

Dependent Variable (stdev) ~ Nakamura and Swanson (2021)
|Shock| Steinnson (2018) Funds Rate Forward Guidance  Asset Purchases

0.20%%% QI7%F% 035%% (34%kk QI1%F  0,00% 0.20%* 0.22%r*
(0.06) (0.07) (0.06) (0.07) (0.05) (0.05) (0.06) (0.06)

Investor Attention

No. of Controls 2 12 2 12 2 12 2 12
Recession & ZLB Dummy Yes Yes Yes Yes Yes Yes Yes Yes
Bauer and Swanson No Yes No Yes No Yes No Yes
Others No Yes No Yes No Yes No Yes

Rr? 0.23 0.30 0.33 0.42 0.03 0.10 0.18 0.22

Observations 212 212 188 188 188 188 188 188

Dependent variable (stdev) Jarocinski and Karadi (2020) Bauer and
|Shock| Policy Rate CB Information ~ Swanson (2023)

Investor Attention 0.28%** (0.25%** (.13**  (0.12*¥ 0.18*** (.14**

(0.06) (0.06) (0.06) (0.07) (0.05) (0.06)

No. of Controls 2 12 2 12 2 12
Recession & ZLB Dummy Yes Yes Yes Yes Yes Yes
Bauer and Swanson No Yes No Yes No Yes
Others No Yes No Yes No Yes
R? 0.27 0.42 0.06 0.17 0.16 0.23
Observations 168 168 168 168 214 214

Notes: *** ** and * indicate significance at the 1, 5, and 10 percent level.
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Investor Attention and Market Impact of Press Conference

Dependent Variable (bp) ED1 2-Year 10-Year S&P 500
Investor Attention 0.36*%* 0.41%*% 0.13**¥* (.04** 0.11*** (0.06*** 2.18*** 1 28%**
(0.15) (0.18) (0.02) (0.01) (0.01) (0.02) (0.35) (0.29)
No. of Controls 2 12 2 12 2 12 2 12
Recession & ZLB Dummy  Yes Yes Yes Yes Yes Yes Yes Yes
Bauer and Swanson No Yes No Yes No Yes No Yes
Others No Yes No Yes No Yes No Yes
Fed Chair & Minute FEs Yes Yes Yes Yes Yes Yes Yes Yes
R? 0.23 0.29 0.49 0.53 0.39 0.41 0.47 0.53
Observations 3536 3536 3536 3536 3536 3536 3536 3536

Notes: *** ** and * indicate significance at the 1, 5, and 10 percent level.
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Investor Attention and Lower-Frequency Effects of Macro News

Approach
e Use daily data starting in 1996 for yields and 2004 for inflation swaps

e Employ 1-,2-,5-,10- and 30-year maturities
e Estimate pooled specification:
£, = alf) 1 5O 40 (o5 AST) 4 SNAT 4 <0,

Results for CPIl Release
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N

Basis Points
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