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Today's CPI data: what you need to know

12-mo YOY 3-moann 1-mo ann 12/ 3/ 1-mo 12-mo YOY history
Allitems £370%  +4.88%  +4.85% . . \/
Core +415%  +300%  +3.94% . . \—\
OER +7.08%  +585%  +6.92% . | ] /J\
All less OER +211%  +4.28%  +4.34% . . \/
Core less OER t241%  +1.41%  +2.14% . - \\
Energy 048%  +3262%  +19.91% - . ] \'\—\/
Al less energy +407%  +3.06%  +3.79% . - \
Food +3.73%  +2.94%  +3.25% . B \
Al less food +368%  +5.19%  +5.17% . . \\/
Health care 1.42%  +0.53%  +2.50% - - \
All less health care +415%  +526%  +5.06% . . \\/
Goods +140%  +4.18%  +1.24% . \—\/
Services +516%  +5.23%  +7.07% . /\
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Today's CPI data: what Fed chair Jerome Powell thinks you need to know
“To assess what it will take to get inflation down, it is useful to break core inflation into three component

categories: core goods inflation, housing services inflation, and inflation in core services other than housing.”
CFl equivalent of the Fed's preferred Personal Consumption Expenditures inflation

12-mo YOY 3-moann 1-moann 12/ 3/ 1-mo 12-mo YOY history

Core goods 003%  -321%  -455% ] . \/—\

Shelter +715%  +565%  +8.05% ] . /\

Core services x shelter ~ +4.54% +5.32% +6.85% L . ¥’\/\

Today's CPI data: what NY Fed president John Williams thinks you need to know
“I will start to peel the ‘inflation onion’... The outermost layer consists of prices of globally traded commodities. ..
The middle layer of the inflation onion is made up of products — especially durable goods... the innermost layer:

underlying inflation. . .Prices for services...”
CPl equivalent of the Fed's preferred Personal Consumption Expenditures inflation

12-mo YOY 3-moann 1-moann 12/ 3/ 1-mo 12-mo YOY history

Core commodities 532%  +9.01%  +3.62% o \/
I

Durable goods 221%  -349%  -4.21% - . \/\_

Services +516%  +5.23%  +7.07% . /\

Today's CPI data: what Nobel laureate Milton Friedman thinks you need to know
“...inflation is always and everywhere a monetary phenomenon in the sense that it is and can be produced only
by a more rapid increase in the quantity of money than in output. However, there are many different possible

reasons for monetary growth, including gold discoveries, financing of government spending, and financing of
private spending...”

12-mo YOY 3-moann 1-moann 12/ 3/1-mo 12-mo YOY history

M2 money supply 367%  +045%  -2.27% . [ \/7
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https://www.federalreserve.gov/newsevents/speech/powell20221130a.htm
https://www.newyorkfed.org/newsevents/speeches/2022/wil221128%3e
https://miltonfriedman.hoover.org/internal/media/dispatcher/214480/full

Slow and steady wins the race — the CPI tortoise on the track, in his many variations

Year-on-year change @ Month of peak
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PCE inflation — the Fed's preferred way of tracking the tortoise
Year-on-year change @ Month of peak
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Relation of Treasury debt, M2 money supply and core CPI inflation rate (ex OER)
and TrendMacro’s monetarist inflation prediction model
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Source: FRB, BLS, US Treasury, TrendMacro calclations
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https://trendmacro.com/videos/what-youre-not-hearing-about-when-inflation-finally-going-be-transitory

Deconstructing today's CPI data: what explains this month’s inflation?
Weighted contribution by subcategory Biggest change per detail-level:

positive [ negative

Furnishings -0.01%

Apparel -0.02%

At home +0.01%
— Food +0.03% {
Away +0.02%
All items +0.40% -
Goods +0.09%
— Energy +0.11% {
Services +0.02%
All ex food, energy +0.26% [

New vehicles +0.01%

— Other goods -0.08%

Used vehicles -0.07%

— Other services +0.01%

Vehicle parts -0.01%

Contributions to month-over-month change, by irreducible subcategories

5 hottest

Owners' equivalent rent of primary residence +0.14%
Gasoline (all types) +0.07%
Other lodging away from home including hotels and motels +0.04%
Rent of primary residence +0.04%
Motor vehicle insurance +0.04%
5 coolest

Used cars and trucks -0.07%
Health insurance -0.02%
Utility (piped) gas service -0.01%
Tires 0.01%
Living room, kitchen, and dining room furniture -0.01%
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Medical -0.00%

Rent +0.04%

Owners equ rent +0.14%

Lodging +0.04%

Medical +0.02%

Tranportation +0.04%

Recreation +0.02%

Education +0.00%




Inflation in real time, based on Truflation’s daily telemetry
M Trailing 31-day consumer price inflation, annual rate M Trailing 365-day

As of Oct 11

Clothing
17.89%
Utilities
11.35%
Education
7.16%
Other 5-85%
5.35% 5.29%
Transportation
4.42% 4.48%
3.97%
3.40%
Housing Health care 3.17% 2.92%
Al items 2.60% 2.53%
2.03%1.94% I and to
1.44% 1.56%
I I 0.19%
0.34%
0.03%
— N
-1.40% I
- Recreation
Communications 2.05%
-2.30% ’

Food

-5.25% Household items

-5.92%

Source: Truflation, TrendMacro calculations
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https://truflation.com/
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“Transitory,” “base-effect” or “optimal control”?
This month’s data in context with the pre-pandemic and ideal 12-month trends

3.70% YOY actual

10.99% YOY from target
trend

Jan 19 Apr19 Jul19 Oct19 Jan20 Apr20 Jul20 Oct20 Jan21 Apr21 Jul21 Oct21 Jan22 Apr22 Jul22 Oct22 Jan23 Apr23 Jul23

4.15% YOY actual
8.90% YOY from target

Jan 19 Apr19 Jul19 Oct19 Jan20 Apr20 Jul20 Oct20 Jan21 Apr21 Jul21 Oct21 Jan22 Apr22 Jul22 Oct22 Jan23 Apr23 Jul23

Source: Bureau of Labor Statistics, TrendMacro calclations

Urhinged? Or oo hinged?
b-year 5-year-forward TIPS breakeven
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Source: Bloomberg, TrendMacro calclations
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Implied b-year inflation, 5 years forward — TIPS — Swaps — U. Michigan Survey
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Source: Bloomberg, TrendMacro calculations

Modeled inflation yield curve, per annum Based on swaps, forecasts and yields
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Source: Cleveland Fed, TrendMacro calculations
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https://www.clevelandfed.org/en/our-research/indicators-and-data/inflation-expectations/faqs.aspx#inputdata

The demography of inflation expectations
m Current median = 3-year range
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https://www.newyorkfed.org/microeconomics/sce#/

US CPI inflation by sector (SAAR) m 12-month m 3-month m 1-month
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Housing leads US CPI
YOY change — Case Shiller 20-city avg

Owner's equivalent rent CPl component

oER 8.5%
Sep 2023 8.0%
30% 7.08% .
CaseShiller 7.0%
Jul 2004 '
17.1% 6.5%
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10% \ 4.5%
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0% /\ ~ 3.0%
' \/J Vo5
Best fit: OER 18-month lag 2.0%
R-squared = 0.51 CaseShiller ~ 1.5%
0% 18 mo estimate: OER 4.5% 2023 10%
13 mo estimate: OER 2.8% 0.5%
0.0%
-20% -0.5%
\ o QA 3 © A
TP S S T T S
Source: BLS, Standard & Poor's Case Shiller, TrendMacro calculations
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World CPI, headline, year-on-year
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Major economies CPI, year on year m Headline m Ex-food and energy
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Source: Respective Statistical agencies, TrendMacro calculations

PPI data: what you need to know
12-mo YOY3-mo ann 1-mo ann 12/ 3/1-mo 13-mo YOY history

Final demand +215% +771% +6.29% . .

Core +2.65% +448% +3.51% . -

Intermediate processed -3.73% +10.03% +6.73% . -

Intermediate unprocessed  -21.01% +17.97% +33.84% [ -

[ ]
Core -10.29% -26.45% -14.45%

Source: BLS Producer Price Index, TrendMacro calculations
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PPl inflation by sector (SAAR) m 12-mo m 3-mo m 1-mo
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Source: BLS Producer Price Index, TrendMacro calculations

The inflation pipeline (SAAR) m 12-mo m 3-mo = 1-mo
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