











Figure 6: Time Series of Inflation Indexed Yield Curves

The figure shows the inflation indexed yield curves from 1982 to 2008. The yield curves were constructed

using the parameter estimates from the full GARCH model as reported in Table 2.
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Figure 7: Real and Nominal Yield Curves with Inflation Expectations

The figure shows the nominal yield curve, the real yield curve and the term structure of expected inflation

when the state variables are set equal to their steady state values but all market prices of risk are set
equal to zero.
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Figure 8: Nominal, Real and Inflation Risk Premia

The figure shows the term structure of risk premia for nominal and real yields as well as for expected
inflation when all the state variables are initialized at their steady state levels.
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Figure 9: Ten Year Expected Inflation and real and Nominal Risk Premia

The Figure shows the time variation in the ten year risk premia. The state variables used for this analysis
come from the full GARCH model, with parameter values provided in Table 2.
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Figure 10: Term Structure of Expected Inflation

The Figure shows the time series of term structures of inflation expectations over the time period from
1982 to 2008. The parameter estimates for the figure correspond to the full GARCH model and are

reported in Table 2.
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Figure 11: Five and Ten Year TIPS Yields versus Real Yields

The top panel compares the five year TIPS yields with the five year real yields produced by the full
GARCH model. The bottom panel compares the ten year TIPS yields with the 10 year real yields. Data
for the TIPS yields were obtained from Gurkaynak, Sack and Wright.
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