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At the item level, large
moves are common

Sources: FRBSF, BEA,
 Alternative Macro Signals



Idiosyncratic shocks
dominate short term vol

Core PCE m-o-m 

breakdown:

common

idiosyncratic

Sources: Fed Board, BEA



No timely time series to
monitor those items

Services: insurance

premium, bank fees,

hairdressers, telephone

services, train fares...

Indirect tax changes

Sales dates

Administered prices

Supply disruptions

Regulation, market

structures

...



Hard truths about
infation forecasting

Clean, item-level input time series cover

a small part of the basket

No way around using a lot of unformatted

sources of info for near-term inflation

forecasting



Text is data
Can AI help structure it?



1. Nice model, but no use

case

AI in Finance:
How projects  fail

2. Ask the machine way more

than it can solve



1. Timely detect events

potentially relevant to near-

term inflation forecasting

2. Bonus: a turning point

indicator

Simple, narrow use
case



How do we get it
done?

1. Scrap news articles

2. Trained language models

recognize "relevant" news

3. Present / Aggregate

those news

         



ZH EN FR DE IT JA PL ES SW

2847 41067 6689 4890 9769 4457 1477 9111 864

Large scale web-
scraping

Unique news sources regularly scraped, per language:



2018 Google's BERT breakthrough

Transformers: neural network, with

encoder-decoder architecture

Context aware: learn words meaning

from their context

Fine-tuned for a specific task (e.g.

classification)

Language Models



Supervised learning

Tens of thousands of examples, given

by economists so the Language Model

can learn 

(not all LM can do this)

Not a generic
"sentiment" model



US ★★ ★★ - Electric and gas rates will continue to rise in New York: ConEd calls for staggered annual increases for (...) - El Diario NY
- 18 Feb 00:27

US ★★★★ - Are egg prices dropping? Where to find eggs for USD2 - Biztoc.com - 17 Feb 19:44

US ★★ - Midwest ethanol push seen to lift pump prices by 12 cents a gallon - Lincoln Journal Star - 19 Feb 01:56

UK ★★★★ - Morrisons cuts prices on more than 60 products - Mirror Online - 20 Feb 10:13

Germany ★★ - Volkswagen Is Raising Combustion-Engined Model Prices In Germany - CarBuzz - 19 Feb 23:13

France ★★★ - Orange: mobile plan prices will increase - Capital.fr - 17 Feb 18:38

Spain ★★ - The Spanish Minister of Agriculture will analyze the rise in prices with producers, distributors - EITB - 19 Feb 17:31

Japan ★★★★ - Toyo Suisan raises prices of about 200 items such as cup noodles and bag noodles from June-Food newspaper...-Food
newspaper company - 食品新聞社 - 20 Feb 02:35

Inflation NewsBot Examples

http://email.mg.alternativemacrosignals.com/c/eJwdjkluBSEQQ0_TLBEUU7FgEf0o9yiG9EcB-qubjKcPiWRL9ubZJUjrLHqDwrEcZCKJyGoAAUoACAmgwHHJpfRaGCNvgOJZ3cSmRd85tVnOQbN-lE7pPK66D2oXT0dn90AJrYdM1rvsMBlrUGulFORokqfEekDvhTSatXCf83Ft6mmDl6VYf-aR_jirfC0vkrE2F6t1SQotO0Oj97OMyWNtb2X92TvV9j89wyifVzzmSnW8jji-fwFn-0Uc
http://email.mg.alternativemacrosignals.com/c/eJwdj0tuxCAQRE8z3rUFGGxYsIgmyjWiNm7bJHwsYDKa24dEqkXVWzypyPJ5mbVRmi3DZrlDrvXgrWBiYkIwLsQklpGPnBvJlOJ3odn7dGc3yeIxYmhUEjb_QxFdydUfCUMdXY7DacW2aaEk8Um5nbhipm-5LFo5pt2-D9FqYxhXcgj2bO2qt-ntJj56vvKj_Jkalj9ZJ9FvT6oNqJ2YcoDrUU-oRAlahuD31km84CreUYX1BVyAo9QqIBwYQk5dgqV5F-hzZnqVk9iBjDGg-gI0yoBcHJslrm5W63i2GIZiAz5K94yrD9_Ubx8Rffh_2GyiZ11z682nPa3p9Qt3O2l-
http://email.mg.alternativemacrosignals.com/c/eJwdjstuwyAURL_G7Iwul4dhwaJK1f_AFCcoPCLAtfL3RZFGmtFZHE2wTG1KG6lhI7-Wece0JtEiIAdEYIgcN8ooY0aAlOyGGr75DRYB-U5dGqEVN-JfyM632uO9uNSpr5k8LOpjio0DgUcIBjbFudBSao5CK7-TbLUxwKQgyT7GePWFfy34M3NdF82xtdqmi57PiXIt4f3p1mKvpa_-HH19tehDXycNq4IVDSpQUpNmkztbKIPuMT3D_HvPLqbPtWFLuPpex1yxHGUv73_zfFER
http://email.mg.alternativemacrosignals.com/c/eJwdT0GOwyAQe01yIwKSEHLgUHW1_wAyoaPCpALSqn390pUseSxZ9hiMUIvS66z50m9GeCu07tFILkcuJRdSjnIZxCDEOvF5Flep-c945d3EUxhsrJDJVnxCsj4fBQPZWAZ_pP5mdqe48s6DFpPddrkpv6p55mJUXKtWmIxeVy7mqY_mVuujdOOlk78N3mZ3fj7foKYIXqXR84j38rIBiGFh2WJBCqxZ3FkqHsSAAhJsLB0bRPbI6KEwJBYgJ0vvPptozwxUB4fxDm1DSBbj_7vVfFvcUduFtJOj9x_Jl1ub
http://email.mg.alternativemacrosignals.com/c/eJwdT0tuxCAUO82wAz1-CVmwqKbqPV6AZFD5jICZqLcvrWTJlu2FHSxf1sVs2sBKvOUOuTEkWgFCghDAhZBiZZxxvinQmt-FgU95h5uCfDJMI7SCI75DRtdqj2fB1JmrmTysCw5M2L1ctfdqlTrIhQvwaFwwRguSrdk24FqRZB9jPPtNftzE18R1XczhMw5M7GjTcLX0Ork2LGegKXQ6sMWjUz_lUduBcXSa6x7_snctg-LrzKHMhZSrBRajSLMJX216bNa-wzxxZozpf--wJVx9r2OqWI6yl59f-BNasA
http://email.mg.alternativemacrosignals.com/c/eJwdkMGOwyAMRL-muRFhkjTkwGHV1f6HAbdrLYEKSKP265dEsqw3GmlsDRm4zle9TFrOnTfgELTu2CipBqmUBKUGNffQAyyjnCa4KS2_h5u8jHJ99Bgq5YiVX7Siy6nwI2IovUtr92vw7tUE1nk5gge6Dvd51KSktXLy6IduNXpZJExjF8xvrc9yGb4u6qfNvu89cbU9baVJOlZMlR3jqV2KaWVs6KliCNRoARi0hsMOYuXIpeYkqDwxpiA8CXxkdluoW0aB7U_-4EHhg4f7zOQ4FdGiGye_uZoyFeGPHLYb-1O-xYuip1O0U102AbdMsfaWwx-1Xh4rcjgrqCbSXmyqjTjeo43vf_QMeUc
http://email.mg.alternativemacrosignals.com/c/eJwdT8GOwiAU_Jr22DygWHrgoFazJtY9re4VkLYohQ1FzPr1i5tMJpPJZDKjOVo1K9ZSBk155UgJxFhpOAZMAGNAGBPcVKhCqK2BUrTFDDqyhaKGeayEjTo4EU3Ss1DBL2Z0wi6V8nM5cSIbkIwqXQ8IhrqlBIjUCiFMqAI5lDNnbQuI1qXlU4w_S0HWBd5nOP1cqtH70ep3WXbCsmQWIRpl9VtuN705XSa4fmxen4YlhackyNmLS_2Q8xmOL_XsO4WPr8Ozv_Wp7w6pv62TyF2SfOV8G67fJyvwPcG4Wxdk71VBOloGbsUjaBcraexd56vjLIz9fxX5e5r0MSvjBifd7x8UZ2U9


From text to numbers

Price pressures

diffusion index: NIPI

News Volume Index

(NVI)

Daily frequency

15 countries

6 sectors



Headline pressures
50 = neutral



NOT an inflation forecast, but...
US CPI m-o-m, as of release date, vs NIPI



Euro area core NIPI
50 = neutral



Japan Headline NIPI
50 = neutral



Transfer learning to large Language

Models works...

... if specific

A lot more can be done: monitor wages,

rents, carbon market regulation, etc

In short



Thank you

https://alt.ms

Presentation material and
references:


