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		Abstract

		This paper estimates the size and dynamics of inflation risk premia in the euro area, based on a joint model of macroeconomic and term structure dynamics. Information from both nominal and index-linked yields is used in the empirical analysis. Our results indicate that term premia in the euro area yield curve reflect predominantly real risks, i.e. risks which affect the returns on both nominal and index-linked bonds. On average, inflation risk premia were negligible during the EMU period but occasionally subject to statistically signifcant fluctuations in 2004-2006. Movements in the raw break-even rate appear to have mostly reflected such variations in inflation risk premia, while long-term inflation expectations have remained remarkably anchored from 1999 to date. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Term structure of interest rates, inflation risk premia, central bank credibility

	
	

	
    

    
	

	
	
		JEL Classification: E43, E44

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	

























    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Hoerdahl,  Peter and Tristani,  Oreste, Inflation Risk Premia in the Term Structure of Interest Rates. BIS Working Paper No. 228,  Available at SSRN: https://ssrn.com/abstract=1013578 or http://dx.doi.org/10.2139/ssrn.1013578 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Peter Hoerdahl (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Bank for International Settlements (BIS) - BIS Representative Office for Asia and the Pacific  ( email )

			

			
			
				
				
				
					78th floor, Two International Finance Centre
8 Finance Street, Central
Hong Kong

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Oreste Tristani

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: European Central Bank (ECB)]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				European Central Bank (ECB)  ( email )

			

			
			
				
				
				
					Sonnemannstrasse 22
Frankfurt am Main, 60314
Germany
0049 69 13440 (Phone)
0049 69 1344 6000 (Fax)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research you’d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      186

			

		
		
		
			Abstract Views

			    1,224

		

		
		 
		
			Rank

			   98,930

		

		
	


	
		
            
            	       31 Citations
		

	

	
		
			
				       33 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Capital Markets: Asset Pricing & Valuation eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Asset Pricing & Valuation eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,021

                                    

                                    
                                        PAPERS

                                           32,392

                                    

                                

                                
                            

                        

                    

                
	
                    European Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                European Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,627

                                    

                                    
                                        PAPERS

                                           14,883

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        John A. Doukas at Old Dominion University - Strome College of Business

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    Macroeconomics: Prices, Business Fluctuations, & Cycles eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Macroeconomics: Prices, Business Fluctuations, & Cycles eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,525

                                    

                                    
                                        PAPERS

                                           15,221

                                    

                                

                                
                            

                        

                    

                
	
                    European Economics: Macroeconomics & Monetary Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                European Economics: Macroeconomics & Monetary Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,133

                                    

                                    
                                        PAPERS

                                           16,212

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Marco Da Rin at Tilburg University, Department of Finance, Francesco Giavazzi at University of Bocconi - Innocenzo Gasparini Institute for Economic Research (IGIER)National Bureau of Economic Research (NBER)

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Specification Analysis of Affine Term Structure Models

                        
                            By
                                
                                
                                    
                                    Qiang Dai
                                     and 
                                
                                    
                                    Kenneth J. Singleton
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Specification Analysis of Affine Term Structure Models

                        
                            By
                                
                                
                                    
                                    Qiang Dai
                                     and 
                                
                                    
                                    Kenneth J. Singleton
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        A No-Arbitrage Vector Autoregression of Term Structure Dynamics with Macroeconomic and Latent Variables

                        
                            By
                                
                                
                                    
                                    Andrew Ang
                                     and 
                                
                                    
                                    Monika Piazzesi
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            A No-Arbitrage Vector Autoregression of Term Structure Dynamics with Macroeconomic and Latent Variables

                            
                                By
                                    
                                    
                                        
                                        Andrew Ang
                                         and 
                                    
                                        
                                        Monika Piazzesi
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Bond Risk Premia

                            
                                By
                                    
                                    
                                        
                                        John H. Cochrane
                                         and 
                                    
                                        
                                        Monika Piazzesi
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Expectation Puzzles, Time-Varying Risk Premia, and Dynamic Models of the Term Structure

                            
                                By
                                    
                                    
                                        
                                        Qiang Dai
                                         and 
                                    
                                        
                                        Kenneth J. Singleton
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Expectation Puzzles, Time-Varying Risk Premia, and Dynamic Models of the Term Structure

                            
                                By
                                    
                                    
                                        
                                        Qiang Dai
                                         and 
                                    
                                        
                                        Kenneth J. Singleton
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Expectation Puzzles, Time-Varying Risk Premia, and Dynamic Models of the Term Structure

                            
                                By
                                    
                                    
                                        
                                        Qiang Dai
                                         and 
                                    
                                        
                                        Kenneth J. Singleton
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Expectation Puzzles, Time-Varying Risk Premia, and Dynamic Models of the Term Structure

                            
                                By
                                    
                                    
                                        
                                        Qiang Dai
                                         and 
                                    
                                        
                                        Kenneth J. Singleton
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Testing Continuous-Time Models of the Spot Interest Rate

                            
                                By
                                    
                                    
                                        
                                        Yacine Ait-sahalia
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.155 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
