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ECONOMIC NEWS

United States: Energy and Base Effects Cause Inflation to Rise
HIGHLIGHTS
f The consumer price index (CPI) rose 0.6% in March, after
advancing 0.4% in February. This is the highest increase since
June 2009.
f Energy prices soared 5.0% thanks to the 9.1% jump in gas
prices. Manufacturing sales only edged up 0.1% in March.
f Excluding food and energy, core CPI increased 0.3% in March,
after rising 0.1% in February.
f The annual variation in total CPI went from 1.7% in February
to 2.6% in March, its highest point since August 2018.
Core inflation, excluding food and energy, rose from 1.3% to
1.6%.

COMMENTS
The rapid rise in the annual variation in total CPI was largely
expected. Such an increase was inevitable because of the base
effects, which now exclude the drop in prices at the beginning
of the pandemic in the calculation. As a result, when combined
with the recent hike in gas prices, this effect leaves out the 0.3%
decrease in CPI which occurred in March 2020, but includes the
0.6% increase in March 2021. The base effect should be even
higher in April (CPI plunged 0.7% in April 2020) and inflation
should soon surpass the 3% mark.
Aside from the base effects and higher energy prices, there
appears to be little upward pressure at the present time
on consumer prices. Prices for goods, excluding food and
energy, were up a mere 0.1% in March after falling 0.2% in
February. The 0.4% increase in service prices is mostly due to
transportation (+1.8% in March), down 1.6% from last year.

GRAPH 1
Energy is a major source of recent consumer price increases
United States – Contributions to CPI growth
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GRAPH 2
Total inflation reaches its highest point since the summer of 2018
United States – Consumer price index
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due to production costs and a forecasted upswing in economic
activity and hiring, will cause a long-lasting increase in consumer
prices.

IMPLICATIONS

Francis Généreux, Senior Economist

Due to the comparison with last year, inflation is sure to be
higher in the coming months. This effect is expected to be shortlived. However, it remains to be seen if recent pressures, primarily
François Dupuis, Vice-President and Chief Economist • Mathieu D’Anjou, Deputy Chief Economist
Hélène Bégin, Senior Economist • Benoit P. Durocher, Senior Economist • Francis Généreux, Senior Economist
Desjardins, Economic Studies: 514‑281‑2336 or 1 866‑866‑7000, ext. 5552336 • desjardins.economics@desjardins.com • 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 © 2021, Desjardins Group. All rights reserved.

