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 The Producer Price Index (PPI) declined 0.5% in July, coming in well below the 

consensus expected +0.2%.  Producer prices are up 9.8% versus a year ago.  
 
 Energy prices declined 9.0% in July, while food prices increased 1.0%.  

Producer prices excluding food and energy rose 0.2% in July and are up 7.6% 
in the past year.   

 
 In the past year, prices for goods are up 14.8%, while prices for services have 

risen 6.9%.  Private capital equipment prices increased 0.8% in July and are up 
12.7% in the past year.  

 
 Prices for intermediate processed goods declined 2.3% in July but are up 17.4% 

versus a year ago.  Prices for intermediate unprocessed goods fell 12.4% in July 
but are up 27.5% versus a year ago.  

 
Implications:  One month is not a trend.  While headlines will herald the decline in both 
consumer prices and producer prices in July, don’t pop any champagne bottles.  As with 
the June report, a large swing in energy prices (which declined 9.0% in July) was the 
dominant force behind the monthly move in July.  If you strip out the typically volatile 
food (+1.0% in July) and energy categories, “core” prices continued to rise in July, up 
0.2%.  And even with the July report showing a decline for the first time since April 
2020, the producer prices are up a whopping 9.8% over the past year, and core prices are 
up 7.6%.  It’s important to understand that, even if producer prices peaked on a year-ago 
basis back in March, it will not be a swift return to the Fed’s target of 2% annual inflation.  
We expect the path back toward normal will be far stickier than most anticipate as the 
massive surge in the M2 measure of money continues to wend itself through the 
economy.  Looking at the details of today’s report show that core prices were led higher 
by trade services (margins received by wholesalers), which rose 0.3% in July, as well as 
costs for transportation and warehousing services (+0.4%).  Some of the largest price 
declines came further back in the supply chain, as prices for processed and unprocessed 
goods for intermediate demand fell 2.3% and 12.4%, respectively.  That said, prices for these categories remain up 17.4% and 27.5% 
in the past year.  In short, the inflation trend continues to run well above the Fed’s target, and we believe they will have to raise rates 
higher – and for longer – than markets anticipate.  In other news this morning, initial unemployment claims rose 14,000 last week 
to 262,000. Meanwhile, continuing claims rose 8,000 to 1.428 million. These numbers suggest continued job growth in August but 
not as fast as in the first seven months of the year. 

 
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. 

Producer Price Index Jul-22 Jun-22 May-22 3-mo % Ch. 6-mo % Ch. Yr to Yr
All Data Seasonally Adjusted Except for Yr to  Yr annualized annualized % Change

Final Demand -0.5% 1.0% 0.8% 5.4% 9.6% 9.8%
     Goods -1.8% 2.3% 1.5% 8.1% 16.8% 14.8%
           - Ex Food & Energy 0.2% 0.4% 0.7% 5.4% 9.0% 8.5%
     Services 0.1% 0.3% 0.5% 3.5% 5.6% 6.9%
     Private Capital Equipment 0.8% 0.6% 0.6% 8.2% 11.5% 12.7%
Intermediate Demand
     Processed Goods -2.3% 2.1% 2.3% 8.5% 17.2% 17.4%
           - Ex Food & Energy -0.2% 0.1% 1.7% 6.6% 8.3% 17.7%
     Unprocessed Goods -12.4% 4.5% 5.4% -13.4% 32.4% 27.5%
           - Ex Food & Energy -6.9% -2.3% -4.2% -42.3% -3.4% -1.0%
     Services 0.1% -0.3% 0.5% 1.0% 5.4% 5.7%
Source: Bureau of Labor Statistics


