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Figure 1. Advances in Monetary and Financial 

Measurement

• CFS Director William A. Barnett is “the world’s foremost 

authority in the study of monetary and financial aggregation using 

index number and aggregation theory,” according to Nobel 

Laureate James Heckman.

• Barnett’s Getting it Wrong: How Faulty Monetary Statistics 

Undermine the Fed, the Financial System, and the Economy

provides the framework for CFS work.

• "Getting It Wrong" won the American Publishers Award for 

Professional and Scholarly Excellence for the best book 

published in economics during 2012.

CFS monetary aggregates and components provide an 

essential barometer to measure Fed actions, the economy, as 

well as bank and shadow banking liabilities in real time.



3

CENTER FOR

FINANCIAL

S TAB I L I TY

3

Figure 2.  The Fed may have been more sensitive to 

market risks; but it halted M3 Production…

Source: Federal Reserve Bank of St. Louis and Center for Financial Stability.
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On March 23, 2006, the Federal Reserve 
Board of Governors ceased publication 
of M3 aggregate and component data.

Subsequent data are 
CFS calculations.
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Figure 3.  Inflation was nowhere in sight; after QE1 

and QE2

Source: Federal Reserve Bank of St. Louis and Center for Financial Stability.
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Figure 4. The Rebirth of Inflation / Five Phases

Source: Center for Financial Stability.
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Figure 5. Warning: Inflation to follow Disinflation on 

April 22, 2020 (CFS DM4, year-to-year)
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Figure 6. The Evolution of “Transitory”

Despite Data Suggesting Otherwise

Source: Google Analytics and Globalecon LLC.

0

10

20

30

40

50

60

70

80

90

100

9/6/2020 11/6/2020 1/6/2021 3/6/2021 5/6/2021 7/6/2021 9/6/2021 11/6/2021

G
o

o
gl

e 
Se

ar
ch

es
 (

Sc
al

e 
o

f 
0

 t
o

 1
0

0
)

Advisory message after FOMC 
meeting on 3/17/21, "the Fed 
will run it hot.  The lift of 
inflation will be greeted 
almost enthusiastically and it 
is simply a 'transitory effect'.

First Fed mention 
of "transitory" on 
4/28/21 at FOMC 
meeting.  

Vice Chair Clarida first mention 
of "transitory factors" 5/12/21.  

Chair Powell first speech
"transitory" 6/22/21.  

Pres 
Williams 
first speech
"transitory" 
9/8/21.  

Chair Powell retires
"transitory" 11/30/21.  

CFS WSJ Op-Ed "Inflation 
should no longer be 
labeled transitory"
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Figure 7. CFS DM4-, month-over-month

Source: Center for Financial Stability.

Easy money 

predated the 

COVID policy 

response.

-1.0%

-0.5%

0.0%

0.5%

1.0%

1.5%

2.0%

Fe
b

-6
7

Ju
n

-6
9

O
ct

-7
1

Fe
b

-7
4

Ju
n

-7
6

O
ct

-7
8

Fe
b

-8
1

Ju
n

-8
3

O
ct

-8
5

Fe
b

-8
8

Ju
n

-9
0

O
ct

-9
2

Fe
b

-9
5

Ju
n

-9
7

O
ct

-9
9

Fe
b

-0
2

Ju
n

-0
4

O
ct

-0
6

Fe
b

-0
9

Ju
n

-1
1

O
ct

-1
3

Fe
b

-1
6

Ju
n

-1
8

O
ct

-2
0

%
 C

h
an

ge
, m

/m
, 3

m
 m

a
Impact of the 
post NASDAQ 
correction
liquidity 
infution on 
broad money 
(1.2% peak).

Monetary 
conditions for 
inflation.

Transition to reserve 
targetting regime on 10/6/79 
by Fed Chair Volcker

Inflation was 
nowhere in sight 
with average = 
0.3%.

Above average DM4- growth 
from February '19 through
December '21!

WOOPS!!!

Monetary 

tightening 

since 2022 

has been 

impactful.

Rhetoric 

between Feb 

2, 2023 and 

the Silicon 

Valley Bank 

rescue was 

too strong.
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Figure 8.  The Bottom 30 CFS Divisia M4 Growth Rate 

Months since January 1968…

Source: Center for Financial Stability.
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Dec 2022, 14th biggest drop since Jan 1968, 
down 0.9% y/y

Released on 

January 31, 

2023, as 

Falling 

Money and 

the Fed.

Two days 

later the Fed 

and markets 

overly shifted 

gears based 

bad data… 

from odd 

seasonal 

patterns and 

housing.
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Figure 9.  Components of CFS Divisia M4 –

Highlights for December 2022

Source: Center for Financial Stability, December 2022 (EMBARGOED UNTIL RELEASE AT 9:00 A.M. ET, MONDAY, JANUARY 30, 2023.
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About CFS and Disclosure

The Center for Financial Stability (CFS) is a private, nonprofit institution focusing on global finance 

and markets. Its research is nonpartisan.

This publication reflects the judgments and recommendations of the author(s). They do not 

necessarily represent the views of Members of the Advisory Board or Trustees, whose involvement 

in no way should be interpreted as an endorsement of the report by either themselves or the 

organizations with which they are affiliated.

The organization’s website is www.CenterforFinancialStability.org.

The Center for Financial Stability is a non-profit

organization formed for educational purposes.
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