
 

Overall CPI12-Month % Change
'Core' CPI12-Month % Change

09080706050403
Source:  Bureau of Labor  Statistics /Haver  Analytics

8

6

4

2

0

-2

8

6

4

2

0

-2

Pr ice Index for  New Vehicles
SA, 1982-84=100

090807Source:  Bureau of Labor  Statistics /Haver  Analytics

137

136

135

134

133

132

131

137

136

135

134

133

132

131

 Data Watch
May 15, 2009 • 630.517.7756 • http://www.ftportfolios.com 

A P R I L  CPI  
Chief Economist – Brian S. Wesbury 

Senior Economist – Robert Stein, CFA 
 

 
• The Consumer Price Index (CPI) was unchanged in 

April, as the consensus expected.  The CPI is down 0.7% 
versus a year ago. 

 

• Energy prices, which fell 2.4%, accounted for most of the 
downward pressure on the overall CPI.  Food prices also 
fell 0.2%. 

 

• Excluding food and energy, the “core” CPI was up 0.3% 
in April, the most in nine months.  The largest 
contributions to the core CPI came from rents and 
tobacco. 

 

• Real average hourly earnings – the cash earnings of 
production workers, adjusted for inflation – were up 
0.1% in April and are up 4.3% versus a year ago. 

 
Implications:  In April, consumer prices were down 0.7% 
versus a year ago.  Some take this as a sign of generalized 
deflation, but it is solely due to a huge velocity-induced 
drop in inflation late last year when the economy (and 
many prices) fell off the edge of a cliff.  With monetary 
velocity now picking up, inflation is back.  While, overall 
consumer prices were unchanged in April, this was due to a 
drop in energy prices.  But this has changed.  The recent 
sharp increase in oil prices will boost the CPI next month.  
A different picture emerges when we exclude food and 
energy prices.  The “core” CPI increased 0.3% in April, the 
most in nine months, and is up at a 2.5% annual rate in the 
past three months.   And even in the very weak auto 
market, prices for new vehicles are up at a 7.6% annual rate 
in the past three months.  Meanwhile, in the labor market, 
real (inflation-adjusted) average hourly earnings are up 
4.3% in the past year, helping support consumer demand 
even as job losses continue.    

 
This report was prepared by First Trust Advisors L. P., and reflects the current opinion of the authors.  It is based upon sources and data believed to be 
accurate and reliable.  Opinions and forward looking statements expressed are subject to change without notice.  This information does not constitute a 
solicitation or an offer to buy or sell any security. 

CPI - U   Apr-09 Mar-09 Feb-09 3-mo % Ch. 6-mo % Ch. Yr to Yr
All Data Seasonally Adjusted annualized annualized % Change

Consumer Price Index 0.0% -0.1% 0.4% 0.9% -3.9% -0.7%
     Ex Food & Energy 0.3% 0.2% 0.2% 2.5% 1.7% 1.9%
     Ex Energy 0.2% 0.1% 0.1% 1.8% 1.4% 2.1%
     Energy -2.4% -3.0% 3.3% -8.5% -43.8% -25.2%
     Food and Beverages -0.2% -0.1% -0.1% -1.6% -0.2% 3.3%
     Housing -0.1% -0.1% 0.0% -0.9% -0.6% 1.0%

   Owners Equivalent Rent 0.1% 0.2% 0.1% 2.0% 2.2% 2.1%
     New Vehicles 0.4% 0.6% 0.8% 7.6% 2.8% -0.2%
     Medical Care 0.4% 0.2% 0.3% 3.7% 3.8% 3.0%
     Services (Excluding Energy Services) 0.2% 0.1% 0.1% 1.4% 1.5% 2.3%
Real Average Hourly Earnings 0.1% 0.3% -0.3% 0.5% 7.8% 4.3%
Source: U.S. Department of Labor


