
Inflation and Prices 

January Price Statistics 

Annualized percent 
change, last: 

1995 
1 mo. 12 mo. 5 yr. average 

Consumer Prices 

All items 4.8 2.7 2.8 2.6 

Less food 
and energy 3.7 3.0 3.2 3.0 

Mediana 4.3 3.4 3.1 3.4 

Producer Prices 

Finished goods 3.8 2.3 1.2 2.1 

Less food 
and energy -0.8 2.2 1.8 2.5 

Commodity futures 
pricesb -5.2 3.5 2.2 5.4 

Index 12-month percent change 
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a. Calculated by the Federal Reserve Bank of Cleveland. 
b. As measured by the KR-CRB composite futures index, all commodities. Data reprinted with permission of the Commodity Research Bureau, a Knight- 
Ridder Business Information Service. 
c. Handy and Harman base price, New York. 
d. Mean expected 12-month change in consumer prices as measured by the University of Michigan's Survey of Consumers. 
SOURCES: U.S. Department of Labor, Bureau of Labor Statistics; the Federal Reserve Bank of Cleveland; the Commodity Research Bureau; Board of 
Governors of the Federal Reserve System; the National Assoc~ation of Purchasing Management; Metals Week; and the Un~versity of Michigan. 

The (:I'I mxcle an ~lnezpected j~ump 
in Janual-y (.k.S[!/ii at an annualizecl 
rate). follon-ing a string of \-cry 
motler:tte increases leacling l>acli to 
mici-1995. Al tho~~gh energy items 
iiccountecl lor a share of J:tn~l:~ry's 
cost-of-li\.ing risc, the core inflation 
measclres-the CI'I escl~lding foot1 
nncl energ) goocls :inel the median 
CPI-also rose sh:~rply, I,y 3.7(!4) 
ancl 4.30/0, rcspecti\~ely. 

7'he monthly price cl:tta :trc es-  
tsernely \.olatile. ancl it  is unlikely 
that the J:lnilaiy retail price increase 
rrlarlis the Ixginning of a l~igher in- 
flationary trencl. Still. the recent 

price jump has certainly clampenecl 
ho[7es that inflation \vas o n  the 
v-erge ol' nloving to a s~11)st:lnti;illy 
lo\ver tl~ljecto17;. 

'rile I)eh:l\,ior of the leacling infla- 
tion inclic~ktors hiis been less omi- 
nous :tncl is generally s~~ggesti \ .e  
of continuing low inflation. Gold 
psiccs. ~vhich were rising at year's 
enrl :uid crossecl the $400 per ounce 
thresholtl e:lrly this year. h:tve wry  
recently I3egun to moclemte once 
again. bloreover, :IS inc1ustri;~l pro- 
cl~lction gro\vth slowed last year. so 
clicl the cost pressures noteci by pur- 
chasing managers. In hct .  the net 

psoportion of ~x~rchasing nlan:tgers 
reporting pric? increases set st recent 
lo\v in J:tnuary. dropping p;tst this 
gro~lp's previous lo\v inflation re~~cl- 
ing clilring the 1990-91 recession. 
Intel-preting the infl:ition:ir); espect:l- 
tions of houscholcls is more cliffic~llt. 
l , i~t  these psojections have generally 
Ixen more f:i\.or.ahle recently than 
they \vcre c:ulier in the expansion. 

The inflation projections of poli- 
cyn~altcrs \\.ere presenteel 11y Fed- 
cr-al lieser\.e Ch:lir111an Greenspan 
in his se1niann~l:il report to Con- 
gress in I'el~rc~:lry. The centr2tl- 

fcotz l i t~ l i f~c/  011 ~e.x-Ip6ge) 
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Inflation and Prices (cont.) 
12-month percent change 
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a. Calculated by the Federal Reserve Bank of Cleveland. 
b. Upper and lower bounds for CPI inflation path as implied by the central tendency growth ranges issued by the FOMC and nonvoting Reserve Bank 
presidents. As of July, the stated range (fourth-quarter to fourth-quarter percent change) was 3.125 to 3.375 for 1995 and 2.875 to 3.25 for 1996. In February, the 
range for 1996 was revised to 2.75 to 3.0. 
c. Shaded bars indicate recessions. 
d. Change In the 12-month inflation trend, as measured by the CPi less food and energy items. 
SOURCES: U.S. Department of Labor, Bureau of Labor Statistics; the Federal Reserve Bank of Cleveland; and Board of Governors of the Federal Reserve System. 

tendency CPI projection 115; Illem- 
bcrs of' the Fetleral Open Ivlarliet 
Committee ancl nonvoting Fecleral 
Reser\.e 13anl; presidents Lvas 2.75% 
to 3.OiX1 fix 1996. This is nearly half 
:I percentage point lower than the 
group's inflation projection for last 
year, 11ut just sligl~tly al,ove the 
actual L.OO/i) CIII rise. Chairman 

O Greensp:un notetl that 1995 was the 
g - fifth consecuti\-e year ~vith a CI'I in- - 
- crease t~elo\v 3"0, il1iistr:lting that 
- "an extended periocl of gro~\.th \\.ith 
- 

low inflation is possil~le." However, 

has yet to IIe achievecl. 
He s~iggested a strategy for attain- 

ing price st;tbility, wherel~y policy- 
m:tliers restlain inflation cli~ring eco- 
non~ic exp;tnsions to permit a 
graci~lal ratcheting clown of inflation 
over the course of successive t2iisi- 
ness cycles. I'resu~~l;tbly. progress to- 
~v:1rcl price stability is 11lac1e cli~ring 
cont~tctions in business activity. In- 
deecl, one dramatic clown~\~arcl "acl- 
justment" in inflatio~l occilrreci d~ i r -  
ing the 1981-82 recession. when the 
trencl in the core CPI fell 6 percent- 

to t~oitgll. hl~reover. i l l  ~ m n e  o f  the 
recent espansions h:ts the inflation 
trend Ixen sc~t~stanti;tlly higher at the 
~wal i  than it ~ v a s  at the lxeviot~s 
t ro~~gh .  I t  is si1rprisi11g, thoi~gh, when 
vien~etl strictly from a I~i~sincss cycle 
perspecti\.e. that in only one expan- 
sion oL' the past 35 years (1961-69) 
\Y;LS the inflation trend much higher 
:kt the end of the expansion than it 
was ; ~ t  the Ixginning. In two seces- 
sions (1969-70 anti 1973-75). the in- 
flation tsencl :tctclally rose signifi- 
cantlc. l>etn.een the business cycle - 

d - - il he also cautioned that price stability age points from business cycle peak peak and its si11,secluent tro~lgh - 
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