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US CPI (Mar): Gasoline and food reprieve, but core still too hot
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Consumer Price Index Mar Feb Jan Dec Nov Oct Mar
(monthly change, %) 2023 2023 2022 2022 2022 2022 NSA YoY%
All items 0.1 0.4 0.5 0.1 0.2 0.5 5.0
Ex-food/energy 0.4 0.5 0.4 0.4 0.3 0.3 5.6
¢ Ex-food 0.1 0.4 0.5 0.1 0.1 0.5 44
* Ex-energy 0.3 0.4 0.4 0.4 0.3 0.4 6.0
Energy -3.5 -0.6 2.0 -3.1 -14 1.7 6.4
Services 0.3 0.5 0.6 0.7 0.4 0.4 7.3
Housing 0.3 0.5 0.8 0.7 0.5 0.6 7.8
Fuels & util. 1.7 -14 1.6 0.9 -0.3 0.0 7.3
Food/beverages 0 0.3 0.5 0.5 0.6 0.7 8.3
* Food 0 0.4 0.5 0.4 0.6 0.7 8.5
Apparel 0.3 0.8 0.8 0.2 0.1 -0.2 38
Transportation -0.5 0.2 0.4 -1.6 -0.7 0.7 -1.0
Medical care -0.3 -0.5 -0.4 0.3 0.4 0.3 1.5
Recreation 0.1 0.9 0.5 0.2 0.5 0.8 48
Education, comm. 0.2 0.1 0.4 0.1 0.7 0.0 14
Other good, serv. 0.5 0.9 0.6 -0.1 0.7 0.5 6.1
Commodities -0.3 0.2 0.4 -0.7 -0.2 0.6 1.6

Source: Haver Analytics.

e Lower energy prices and flat food prices eased overall price pressures in the US in March, but the pace of core
inflation remains too hot to be comfortable. Core inflation decelerated one tick in March to 0.4% m/m, in line with
consensus expectations. The annual rate for core inflation now stands at 5.6%. Once again, shelter was the largest
contributor to the monthly increase, though airline fares, household furnishings and operations and new vehicle prices
also rose. In what is excellent news for consumers, food prices held steady in March after months of strong gains,
with food at home even declining 0.3% on the month. Combined with energy prices which fell meaningfully, that left
headline inflation with a small 0.1% monthly advance, or 5.0% yly, a tick below consensus expectations. However, the
Fed's preferred gauge of underlying price pressures tied to the output gap, core services excluding housing, while
decelerating slightly from February, remains elevated at 0.4% m/m. That maintains the case for a follow up 25 bp rate
hike by the Fed in May provided banking system issues look sufficiently stable.

e Shelter prices decelerated as both rent of primary residence and owners' equivalent rent posted smaller monthly
gains. A continued surge in hotel rates provided some offset. There will be softness in the cards for rent measures by
mid-year, as new rental rates have eased in line with the cooling in the housing market, and the CPI index picks that
impact up with a lag. The increase in hotel prices, which was accompanied by strong airfares once again this month,
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suggests that demand for travel, in time for spring break, remained very solid. This type of discretionary spending
supports the case for another rate hike.

e Many other services categories remain uncomfortably hot, with areas such as pet services, streaming services,
financial services, motor vehicles insurance and motor vehicle maintenance and repairs all posting strong gains.
Meanwhile, core goods prices accelerated slightly on the month, but remain overall more subdued. That is mostly due
to another large decline in used car prices, as most other categories, such as apparel and new cars continue to
increase.

e Gasoline prices fell 4.6% on the month, as expected, though energy prices fell across the board. Meanwhile, in what
will certainly be a welcomed reprieve for consumers, food prices finally stopped their climb. Food at home even fell for
the first time since September 2020, though that was offset by another large increase in restaurant prices.
Nevertheless, plummeting grocery store prices for staples such as eggs (-10.9% m/m), partly offsetting big increases
earlier in the year, will help consumers.

Implications & actions

Re: Economic forecast — Despite a weaker than anticipated headline number, continued pressure on core inflation will
keep the Fed on its toes. The pace seen in its preferred gauge of underlying pressures, core services excluding housing,
remains too hot and maintains the case for a follow up 25 bp rate hike in May. Nevertheless, the Fed will need to balance
that with the banking system issues, but we expect them to go ahead with one more 25bp rate hike if things are stable
enough on that front. With the impact of past rate hikes still materializing, and slower shelter price increases imminent,
core inflation could still fall below 3% in the latter part of the year.

Re: Markets — The market reacted strongly to weaker than expected headline inflation, with yields falling after the
release and the USD depreciating.

This report is issued and approved for distribution by (a) in Canada, CIBC World Markets Inc., a member of the Investment Industry Regulatory Organization of Canada, the Toronto
Stock Exchange, the TSX Venture Exchange and a Member of the Canadian Investor Protection Fund, (b) in the United Kingdom, CIBC World Markets plc, which is regulated by the
Financial Services Authority, and (c) in Australia, CIBC Australia Limited, a member of the Australian Stock Exchange and regulated by the ASIC (collectively, “CIBC”) and (d) in the
United States either by (i) CIBC World Markets Inc. for distribution only to U.S. Major Institutional Investors (“MII”) (as such term is defined in SEC Rule 15a-6) or (ii) CIBC World Markets
Corp., a member of the Financial Industry Regulatory Authority. U.S. Mils receiving this report from CIBC World Markets Inc. (the Canadian broker-dealer) are required to effect
transactions (other than negotiating their terms) in securities discussed in the report through CIBC World Markets Corp. (the U.S. broker-dealer).

This report is provided, for informational purposes only, to institutional investor and retail clients of CIBC World Markets Inc. in Canada, and does not constitute an offer or solicitation to
buy or sell any securities discussed herein in any jurisdiction where such offer or solicitation would be prohibited. This document and any of the products and information contained herein
are not intended for the use of private investors in the United Kingdom. Such investors will not be able to enter into agreements or purchase products mentioned herein from CIBC World
Markets plc. The comments and views expressed in this document are meant for the general interests of wholesale clients of CIBC Australia Limited.

This report does not take into account the investment objectives, financial situation or specific needs of any particular client of CIBC. Before making an investment decision on the basis
of any information contained in this report, the recipient should consider whether such information is appropriate given the recipient’s particular investment needs, objectives and financial
circumstances. CIBC suggests that, prior to acting on any information contained herein, you contact one of our client advisers in your jurisdiction to discuss your particular circumstances.
Since the levels and bases of taxation can change, any reference in this report to the impact of taxation should not be construed as offering tax advice; as with any transaction having
potential tax implications, clients should consult with their own tax advisors. Past performance is not a guarantee of future results.

The information and any statistical data contained herein were obtained from sources that we believe to be reliable, but we do not represent that they are accurate or complete, and they
should not be relied upon as such. All estimates and opinions expressed herein constitute judgments as of the date of this report and are subject to change without notice.

This report may provide addresses of, or contain hyperlinks to, Internet web sites. CIBC has not reviewed the linked Internet web site of any third party and takes no responsibility for the
contents thereof. Each such address or hyperlink is provided solely for the recipient's convenience and information, and the content of linked third-party web sites is not in any way
incorporated into this document. Recipients who choose to access such third-party web sites or follow such hyperlinks do so at their own risk.

© 2023 CIBC World Markets Inc. All rights reserved. Unauthorized use, distribution, duplication or disclosure without the prior written permission of CIBC World Markets Inc. is prohibited
by law and may result in prosecution.

CIBC Capital Markets — PO Box 500, 161 Bay Street, Brookfield Place, Toronto, Canada M5J 2S8 — Bloomberg @ CIBC



	Economic Flash!
	US CPI (Mar): Gasoline and food reprieve, but core still too hot
	Implications & actions






Accessibility Report





		Filename: 

		CPI_final_aoda.pdf









		Report created by: 

		



		Organization: 

		







[Enter personal and organization information through the Preferences > Identity dialog.]



Summary



The checker found no problems in this document.





		Needs manual check: 0



		Passed manually: 2



		Failed manually: 0



		Skipped: 1



		Passed: 29



		Failed: 0







Detailed Report





		Document





		Rule Name		Status		Description



		Accessibility permission flag		Passed		Accessibility permission flag must be set



		Image-only PDF		Passed		Document is not image-only PDF



		Tagged PDF		Passed		Document is tagged PDF



		Logical Reading Order		Passed manually		Document structure provides a logical reading order



		Primary language		Passed		Text language is specified



		Title		Passed		Document title is showing in title bar



		Bookmarks		Passed		Bookmarks are present in large documents



		Color contrast		Passed manually		Document has appropriate color contrast



		Page Content





		Rule Name		Status		Description



		Tagged content		Passed		All page content is tagged



		Tagged annotations		Passed		All annotations are tagged



		Tab order		Passed		Tab order is consistent with structure order



		Character encoding		Passed		Reliable character encoding is provided



		Tagged multimedia		Passed		All multimedia objects are tagged



		Screen flicker		Passed		Page will not cause screen flicker



		Scripts		Passed		No inaccessible scripts



		Timed responses		Passed		Page does not require timed responses



		Navigation links		Passed		Navigation links are not repetitive



		Forms





		Rule Name		Status		Description



		Tagged form fields		Passed		All form fields are tagged



		Field descriptions		Passed		All form fields have description



		Alternate Text





		Rule Name		Status		Description



		Figures alternate text		Passed		Figures require alternate text



		Nested alternate text		Passed		Alternate text that will never be read



		Associated with content		Passed		Alternate text must be associated with some content



		Hides annotation		Passed		Alternate text should not hide annotation



		Other elements alternate text		Passed		Other elements that require alternate text



		Tables





		Rule Name		Status		Description



		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot



		TH and TD		Passed		TH and TD must be children of TR



		Headers		Passed		Tables should have headers



		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column



		Summary		Skipped		Tables must have a summary



		Lists





		Rule Name		Status		Description



		List items		Passed		LI must be a child of L



		Lbl and LBody		Passed		Lbl and LBody must be children of LI



		Headings





		Rule Name		Status		Description



		Appropriate nesting		Passed		Appropriate nesting










Back to Top

