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United States: Inflation Continues to Cool

By Francis Généreux, Principal Economist

HIGHLIGHTS

» The US Consumer Price Index (CPI) increased just 0.1% in
November after rising 0.4% in both September and October.

» Energy prices fell 1.6%, driven by a 2.0% drop in the gasoline
index and a 3.5% dip in natural gas. Food prices rose 0.5%,
the smallest monthly increase since December 2021.

» The index for all items less food and energy was up 0.2%, the
smallest monthly advance since August 2021. It follows gains
of 0.3% in October and 0.6% in September and August.

» The 12-month change in the all items index continued to
move lower, posting its smallest increase this year. It was
up 7.1% in November, down from 7.7% in October. The
12-month change in the all items less food and energy index
also slowed, from 6.3% to 6.0%.

COMMENTS

Consumer price data came in below the consensus forecast
for the second straight month. After repeatedly surprising to
the upside, inflation is now falling faster than expected. This is
obviously a relief for American households, which have been
contending with a spike in the cost of living since early 2021.

At 7.1%, inflation is still too high. It's more than triple the
Federal Reserve's (Fed) target. But the tide has definitely turned,
especially when it comes to goods prices. Prices for goods
excluding food and energy were lower for the second month

in a row in November. Prices were down sharply for used cars
and trucks (-2.9%), computer equipment (-1.8%), toys (-1.4%),
audiovisual equipment (-1.2%) and furniture (-0.8%,). It's the
first time since February 2021 that the annualized three-month
change in core goods prices has been negative. That figure was
over 25% in mid-2021.

But prices for services excluding energy are proving stickier. They
were up 0.4% (the slowest pace since July), and their annualized
three-month change remains north of 7.0%. This reflects
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Goods prices are now falling, and inflation is largely driven by
services
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consumers’ post-pandemic service splurge after buying up goods
during lockdown. But the economy and wage growth will likely
have to slow further before services inflation cools enough to
satisfy the Fed.

IMPLICATIONS

Inflation is letting up in the United States. In November, it was
two percentage points below its June peak. But while things are
moving in the right direction, it's probably too soon for the Fed
to end its monetary tightening campaign. It could start slowing
the pace of rate hikes as early as tomorrow’s meeting, however.

Desjardins, Economic Studies: 514-281-2336 or 1 866-866-7000, ext. 5552336 e desjardins.economics@desjardins.com e desjardins.com/economics

NOTE TO READERS: The letters k, M and B are used in texts and tables to refer to thousands, millions and billions respectively.

IMPORTANT: This document is based on public information and may under no circumstances be used or construed as a commitment by Desjardins Group. While the information provided has been determined on the basis of data
obtained from sources that are deemed to be reliable, Desjardins Group in no way warrants that the information is accurate or complete. The document is provided solely for information purposes and does not constitute an offer
or solicitation for purchase or sale. Desjardins Group takes no responsibility for the consequences of any decision whatsoever made on the basis of the data contained herein and does not hereby undertake to provide any advice,
notably in the area of investment services. The data on prices or margins are provided for information purposes and may be modified at any time, based on such factors as market conditions. The past performances and projections
expressed herein are no guarantee of future performance. The opinions and forecasts contained herein are, unless otherwise indicated, those of the document’s authors and do not represent the opinions of any other person or the

official position of Desjardins Group. Copyright © 2022, Desjardins Group. All rights reserved.


http://desjardins.com/economics

