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US CPI (May): Inflation above 4% as energy costs continue to bite
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Consumer Price Index May Apr Mar Feb Jan Dec May
(monthly change, %) 2026 2026 2026 2026 2026 2025 NSA YoY%
All items 0.5 0.6 0.9 0.3 0.2 0.3 4.2
Ex-food/energy 0.2 04 0.2 0.2 0.3 0.2 2.9
* Ex-food 0.5 0.7 1.0 0.2 0.2 0.2 44
* Ex-energy 0.2 0.4 0.2 0.2 0.3 0.3 29
Energy 3.9 3.8 10.9 0.6 -15 0.3 235
Services 0.3 0.6 0.2 0.3 04 0.3 35
Housing 0.2 0.7 0.3 0.3 0.2 04 3.6
Fuels & util. 0.4 1.4 1.0 0.5 0.2 0.8 6.0
Food/beverages 0.2 0.5 0.0 04 0.2 0.6 3.0
* Food 0.2 0.5 0.0 04 0.2 0.7 3.1
Apparel 0.3 0.6 1.0 13 0.3 0.3 48
Transportation 1.3 1.3 43 0.2 -0.3 0.0 9.3
Medical care 0.3 0.1 0.2 0.5 0.3 0.4 2.6
Recreation 0.3 0.1 0.0 0.0 0.5 1.2 2.6
Education, comm. 0.8 0.0 0.2 0.2 0.4 0.9 0.8
Other good, serv. 1.0 0.7 0.4 -0.1 1.3 0.3 49
Commodities 0.8 0.8 2.0 0.3 0.2 0.2 19

Source: Haver Analytics.

e Another red-hot inflation print in the US, with the headline CPI rising by a 0.5% m/m pace in May, in line with
consensus. That reflected mostly another big increase in energy prices (accounting for over 60% of the monthly total
CPl increase). That led to a pick up in the annual pace from 3.8% to 4.2% in May (the highest since April 2023). The
ex. food/energy measure rose by 0.2% m/m, a touch below consensus. Signs of steady passthrough of higher oil
prices to core continued, with airfares up 2.7% m/m. Services ex rent of shelter still looked hot, with monthly growth
picked up to 0.5% from 0.4%, and year-over-year growth picked up to 3.7% from 3.5%. Notable increases in that
category include other services which increased by 0.8% m/m and communication services, which increased 1.3%
m/m. With the annual pace above 4% for inflation, this confirms our call that the Fed will be on the sidelines until there
are signs of oil prices heading sustainably lower.

e Services excluding rent of shelter picked up from 0.4% to 0.5% m/m in May, with medical care services also picking
up from 0.4% to 0.5%, driven by a rebound in hospital services (from -0.3% in April to 0.7% in May m/m) and dental
services (from -0.3% to 1.9% in May m/m). Signs of passthrough of higher oil prices are evident in several
components. Airfares increased 2.7% m/m, with the level of airfares now sitting 27% higher than a year ago due to
higher oil prices. Postage and delivery services increased 5.2% m/m in May, the highest monthly growth since
January 2006. The US Postal Service had announced in March a surcharge of 8% to take effect on April 26 due to
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higher fuel costs. Recreation services picked up from 0.1% to 0.5% m/m due to admissions (1.1% m/m) and pet
services (0.5% m/m). Motor vehicle insurance unexpectedly declined by 1.7% m/m, the biggest monthly decline since
COVID.

e Shelter inflation ticked down from 0.6% m/m to 0.3% m/m in May, as the technical quirk from last year's government
shutdown dropped out, and the deceleration was also evident in the lodging away from home component (from 2.4%
to 0.4% m/m in May).

e Commodities less energy and food decelerated to -0.1% m/m in May, the first monthly contraction since March 2025,
driven by durables, as new vehicle prices declined by 0.3% m/m while medical care commodities declined by 0.7%
(the third consecutive monthly decline). Household furnishings and supplies decreased by 0.2% m/m and recreation
commodities fell by 0.1%.

Implications & actions

Re: Economic forecast — With inflation above 4% on an annual basis, this will keep the Fed on the sidelines in the near-
term and, with the labor market stable, policymakers will be focused on containing inflation expectations and will need to
see oil prices head sustainably lower in order to cut.

Re: Markets — Bond yields eased after the release, as the monthly growth of core prices was a touch weaker than
expected by consensus.
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