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This study aim to analyze relationship between bond yield and inflation under Fisher
hypothesis and to predict inflation in the period of 1995-2001. There are two groups of yields
.TFB Implied Risk Free Yield Curve and Repo & TBDC Government Bond Yield Curve.
Inflation indexes include : consumption price index and core consumption price index. ADF
test, OLS and Engle Granger cointegration test are applied.

the case of level analysis, long term yields from TFB Implied Risk Free Yield Curve
relate to both general inflation and core inflation. While short term yields from TFB Implied
Risk Free Yield Curve only relate to core inflation. Short term yields from Repo & TBDC
Government Bond Yield Curve relate to hoth general inflation and core inflation.

the case of spread, most of the yield spreads from TFB Implied Risk Free Yield
Curve relate to general and core inflation spreads. While yield spreads from Repo & TBDC
Government Bond Yield Curve relate both general inflation and core inflation spreads. Yield
spreads from Repo & TBDC Government Bond Yield Curve relate to inflation spreads more
than yield spreads from TFB Implied Risk Free Yield Curve. For inflation forecast, yield level
IS better than performed yield spread. Poor forecasting ability of yield curve may due to
inefficiency of bond market.
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