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Consumer Price Index 
(monthly change, %) 
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2023 

Jul 
2023 

Jun  
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May  
2023 

Apr  
2023 

Mar  
2023 

Jul 
NSA YoY% 

All items 0.6 0.2 0.2 0.1 0.4 0.1 3.7 
Ex-food/energy 0.3 0.2 0.2 0.4 0.4 0.4 4.3 

• Ex-food 0.7 0.2 0.2 0.1 0.4 0.1 3.6 

• Ex-energy 0.3 0.2 0.1 0.4 0.4 0.3 4.3 
Energy 5.6 0.1 0.6 -3.6 0.6 -3.5 -3.6 
Services 0.4 0.3 0.3 0.3 0.2 0.3 5.4 
Housing 0.3 0.4 0.3 0.2 0.2 0.3 5.7 
Fuels & util. 0.6 0.2 0.3 -1.1 -1.1 -1.7 -1.2 
Food/beverages 0.2 0.2 0.1 0.2 0.1 0 4.2 
• Food 0.2 0.2 0.1 0.2 0 0 4.3 

Apparel 0.2 0 0.3 0.3 0.3 0.3 3.1 
Transportation 2.6 -0.1 0.2 -0.2 1.2 -0.5 1.4 
Medical care 0.2 -0.2 0 0.1 0 -0.3 -1.0 
Recreation -0.2 0.1 0.1 -0.1 0.5 0.1 3.5 
Education, comm. 0 0 -0.2 -0.2 0 0.2 1.0 
Other good, serv. 0.4 0.1 0.2 0.5 0.9 0.5 5.8 
Commodities 1.0 -0.1 0.1 -0.2 0.6 -0.3 1.0 

Source: Haver Analytics. 

 

• Somewhere between a boil and a gentle simmer, US CPI inflation came above expectations in August. Core prices 
rose by 0.3% m/m in August, slightly above consensus expectations of 0.2% m/m. In year-over-year terms, core 
inflation edged down to 4.3% from 4.7% the month prior due to favorable base effects. Headline prices rose 0.6% 
m/m and jumped to 3.7% in year-over-year terms reflecting the strength in gasoline prices in the month. The Fed’s 
preferred measure of prices tied to underlying demand, non-housing services, rose by 0.4% m/m from 0.2% in July. 
Part of that was driven by some volatility in the underlying data today, with jumps in vehicle insurance and airfares, 
but nonetheless, it does keep alive the risk that the Fed might hike again in the fall. However, the broader data 
continue to suggest that the US economy is slowing and shelter prices continued their downward path in today's 
release. Even if the path is a bit bumpy, we expect the Fed will hold for the rest of the cycle. 

• Service inflation came in at 0.3% m/m, down from 0.4% in July and its average pace since March. Both Owner's 
Equivalent Rent (OER) and the rent inflation slowed in the month. This trend should continue as newer rental 
agreements are incorporated into CPI. Recent research by the San Francisco Fed forecasts shelter inflation to 
meaningfully decelerate and turn negative by mid-2024. This should anchor a downward trend in service inflation and 
core inflation more broadly.  
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• There were gains across the core services ex. shelter group but the monthly increase was overwhelmingly driven by 
the volatile transportation services category which rose 2.0% m/m. Airfares increased almost 5% in the month after 
four consecutive months of weakness. This likely reflects the gain in oil prices in recent months and suggests there 
could be some more upside ahead as the recent rise in oil prices is passed through. A tight labour market is still likely 
putting upward pressure on core services ex. shelter as a whole. 

• Core goods prices continued to show weakness, with a negative monthly reading for the third consecutive month, 
consistent with supply chain improvements and the impact of tighter monetary policy. This was driven by weakness in 
Used car prices, which fell by 1.3% m/m, also its third consecutive monthly decline. Core goods excluding used cars 
was about flat, which is also its average pace since April of this year. Goods demand has been solid in the quarter but 
prices have remained weak and with the impact of monetary policy restraint gradually feeding through into the 
economy, there is likely some downside risk in this area. 

• Energy prices jumped 5.6% in the month, led by an almost 11% gain in gasoline prices. While higher oil prices 
continue to pose an upside risk to headline inflation, it may be less of a risk to core inflation given the macro context 
and possibly somewhat deflationary. With weak income growth, consumers may not be able to spend as much on 
other categories causing further demand weakness. Food prices rose in the month by 0.2%, the same pace as in July. 
Implications & actions 

Implications & actions 
Re: Economic forecast — Today's upside surprise on inflation ends two consecutive months of inflation at a pace 
broadly consistent with the Fed's target of 2%. However, shelter prices and core goods continued their recent trends and 
the increase core services ex. shelter likely reflected some volatility, although a tight labour market is also likely  
continuing to play a role. Today's data does keep the risk alive for a fall hike but we believe the broader data continue to 
show that the US economy is cooling. We expect the Fed to hold rates from here on out. 

Re: Markets — Bond yields and the greenback shrugged off today's data. Yields rose but have fallen back and the broad 
dollar has stayed mostly neutral through the morning session so far. 
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