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Abstract

We use high-frequency asset price changes around Consumer Price Index announcements in the
US to learn about market perceptions regarding the economy. We write a New Keynesian Model with
incomplete information and an inflation announcement to extract the demand and supply share
of unexpected inflation through observable asset price changes around the announcement. Empiri-
cally, we find that the response of future annual dividends of S&P 500 companies to a positive surprise
in inflation around US CPI announcements was positive before the covid period but turned negative
post covid. We also find that future treasury nominal yields and forward breakeven inflation rates
increase in response to a positive surprise in inflation throughout the period. Interpreting our em-
pirical findings through the lens of the model, we find that the relative share of supply in unexpected

inflation has increased by 20 percentage points post covid.
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