LIFirst Trust DATAWATCH

J_uly 13,2022 e« 630.517.7756 ¢ www

B Brian S. Wesbury — Chief Economist
Robert Stein, CFA — Dep. Chief Economist
.Iune CPI Strider Elass — Senior Economist
Andrew Opdyke, CFA — Senior Economist

. . . CPI-U: Al| Ite
e The Consumer Price Index (CPI) increased 1.3% in June, above the %Chang&PeﬂodtO_PléﬂOff 6%, 1982.84=100
consensus expected +1.1%. The CPI is up 9.1% from a year ago. % Change - Year to-Yenr A 1982-84=100
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e Energy prices increased 7.5% in June, while food prices increased 1.0%.
The “core” CPI, which excludes food and energy, rose 0.7% in June, above ., 50
the consensus expected +0.5%. Core prices are up 5.9% versus a year ago.

e Real average hourly earnings — the cash earnings of all workers, adjusted for 0@ 00
inflation — declined 1.0% in June and are down 3.6% in the past year. Real
average weekly earnings are down 4.4% in the past year. s 50

Implications: Inflation is high, sticky, and it is not slowing down. Consumer prices

soared 1.3% in June, the largest monthly increase in more than a decade, pushing the -0l Lo
year-ago comparison to a new post-COVID peak of 9.1%, the highest in more than " 18 " 2" g 2
four decades. Meanwhile, “core” prices rose 0.7% in June, and are up 5.9% from a Source: Bureau of Labor Stafstics/Haver Analtics

year-ago. The details of today’s report show that the volatile energy and food prices

led the overall index higher, rising 7.5% and 1.0%, respectively. The jump in energy CPI-U: Owners' Equivalent Rent

prices came from an 11.2% increase in gasoline prices, while food prices at home % Change - Annual Rate

have risen at least 1% for six consecutive months. Unfortunately, stripping out food ~ ™° 100

and energy does little to improve the inflation picture. Housing rents (for both actual
tenants and the rental value of owner-occupied homes) continued to accelerate in 75 75
June, rising 0.7%. Notably, rental prices for actual tenants had the largest monthly
increase since 1986. Rents have been a key driver for inflation in 2022, and should
continue to do so in 2023-24 because they make up more than 30% of the overall CPI
and still have a long way to go to catch up to home prices, which skyrocketed during
COVID. But core inflation doesn’t stop there; nearly every core category had higher
prices, including new and used autos (+0.7% and +1.6%, respectively), auto repair
services (+2.0%), apparel (+0.8%), and medical care services (+0.7%). Some
analysts may point out that the 12-month increase for core prices has moderated of
late, but look for it to rebound in the months ahead as third quarter inflation softened
temporarily in 2021, meaning readings in the realm of the 0.6% average seen year-to- Sourcs: Bureau of Labor StaflstisiHever Analyes

date would push core inflation to near 7.0% on a 12-month basis as soon as September. Since February 2020 (pre-COVID),
consumer prices are up at a 5.8% annual rate and core prices are up at a 4.3% rate. How did we get here? By forcing an economy
to shutdown while simultaneously injecting an unprecedented amount of fiscal and monetary stimulus. The M2 measure of
money supply is up over 41% since February 2020. Inflation has been — and always is — a monetary phenomenon. To get
inflation back down to 2.0%, the Fed needs to focus less on hiking interest rates and more on getting the growth in the money
supply under control.
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CPI-U Jun-22 May-22 | Apr-22 |3-mo % Ch.]6-mo % Ch.| Yrto Yr

All Data Seasonally Adjusted Except for Yrto Yr annualizedjannualized| % Change
[Consumer Price Index 1.3% T.0% 0.3% 11.0% T 1% 9.1%
Ex Food & Energy 0.7% 0.6% 0.6% 7.9% 6.8% 5.9%
Ex Energy 0.7% 0.7% 0.6% 8.6% 7.7% 6.6%
Energy 7.5% 3.9% -2.7% 39.7% 58.8% 41.6%
Food 1.0% 1.2% 0.9% 12.8% 12.5% 10.4%
Housing 0.8% 0.8% 0.6% 9.3% 8.5% 7.3%
Owners Equivalent Rent 0.7% 0.6% 0.5% 7.2% 6.3% 5.5%
New Vehicles 0.7% 1.0% 1.1% 11.6% 6.7% 11.4%
Medical Care 0.7% 0.4% 0.4% 6.2% 6.0% 4.5%
Services (Excluding Energy Services) 0.7% 0.6% 0.7% 8.5% 7.5% 5.5%
Real Average Hourly Earnings -1.0% -0.6% 0.0% -6.4% -6.0% -3.6%

Source: U.S. Department of Labor
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