
Inflation and P r i m  

June Price Statistics 
Annualized percent 

change, last: 1995 
I rno. 6 mo. 12 mo. 5 yr. avg. 

Consumer Prices 

All items 0.8 3.5 2.8 2.9 2.6 

Less food 
and energy 2.2 2.8 2.7 3.1 3.0 

Mediana 2.1 2.9 2.9 3.1 3.2 

Producer Prices 

Finished goods 7.2 2.3 2.6 1.5 2.1 

Less food 
and energy 2.9 0.7 1.6 1.7 2.6 

Commodity futures 
p r i c e s b  -32.2 4.4 6.3 3.1 5.4 

Difiusion index, net percent rising 

loo PURCHASING MANAGERS' PRICE SURVEY 

12-rnontli percent change Percent oi iorecasts 

ITRENDS IN THE CPI 
GO I DISTRIBUTION OF ECONOMISTS' 1997 CPI FORECASTS~ 1 

FOiAC central tendency as oCJuly 199GC 

FOMC central tendency as 01 February 1996' 

1993 1994 1995 1996 1997 1 8 - 2 2  23-2 7 2 8 - 3 2  3.3-3.7 3.8-42 
Annualized percent change 

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. 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. 
d. Consensus forecast of the Biue Chip panel of economists. 
SOURCES: U.S. Department of Labor, Bureau of Labor Statistics; the Federal Reserve Bank of Cleveland; the Commodity Research Bureau; the National 
Association of Purchasing Management; and Blue Chip Economic Indicators, January 16 and July 10, 1996. 

After- Incrc,L\lng '11 .I ~ ~ t e  \irglltl\ 
above -t'W) clu~rng the f r~st f ~ \  c 
month4 of I990 tile Cons~~rncr 1'1 Ice 
Inclex (CI'I) rnocle~~~tcci to .t11 .Innu- 
ahzed r,ite of le\\ th,m I('(, In 1i11lc 
The core ret'l~l pllcc ~ncllc'~to~\ the 
C1'1 e\cluclrng foocl .me1 energ) ,~ncl 
the nncd1,111 (:1'1 \\ere 1117 2 2'kt  id 
2 100, r espectn el\ 

Whole\,lle p11c e 111~1e.1ses IK)\\- 
evc.1, .~ccele~,ltecl .I 1)1t rn Iilnc Aftel 
legr\tellng e\scr~tr~~Il\ n o  cll,tnge 
c l i ~ t ~ t ~ g  t l~c  f115t fi\e montll4 of the 
ye,ir. the 1'1 ocli~cer 1'1 Ice Incle\ ex- 
cl~~cling fooci .inel energ! goocls lose 

at a 2.9% clip. A sirriilar pattern ~ 2 1 1 1  

I)e seen in reports from iiicli~strial 
~>~~ctlasiing managers. i\Rer posting 
nine consecutive monthly I-eaclings 
I~elo\\; 550 (which suggest net price 
cleclines). the purch:ising 111anagess' 
price incles movecl bacli up to the 
50 m:tsli. In other \vorcls, the propor- 
tion oi' p~~rcl~asing m:ln:lgers n-ho 
note rising prices is now :tl)out e\.en 
\vitli those \\.ho see thern cleclining. 

7he steppeel-up pace of consumer 
price increases this year prompteel 
the Feelel-a1 Open M:lrliet Committee 
(FObiC) to revise its 1096 C1'1 projec- 

tions i~pwarcl. from :I centl.al ten- 
cleric). range centesecl o n  2.3% to 
one ce~ltesetl on 3. 1%. 7'he group 
sees the 1997 gro\\-th rate o f  the CI'I 
slo\ving to l,et\\-een 2XiW! anel 3%. 

?'he 1:ltest Uli~c Chip survey incli- 
cates that ccono~nists expect next 
)-ear's inflxtion rates lo I,e similar to 
this yc:lr's. As o f  Ji111-, more than 
i i i % t  of thc 13lue Chip economists 
projectecl CI'I ir7cre:lses i11 the 2.3% 
ro 3.204) range. Cotltr:lry op i~ l i o~~s  ap- 
pe:ls to be few anel evenly balanced. 
Only al>oi~t 22?0 of the respoilcients 

(cotziiiz~rc~d otz tzc~.xlp~~gej 
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Inflation and Prices (cant.) 
Annualized 12-ciiarier percent change 

-ION MEASURES 

CPI GDP Nonres~deniial PCE Government Residential 
~nvestmenl expend~iures invesirnent 

Percenl o i  toial weight 
I RELATIVE WEIGHTS OF MAJOR CPI AND PCE COMPONENTS I 

CPI 

Durables 

1 Nondurables 

Medical services 

Other servlces 

Investment Price Changes 
(Data through 1996:lQ) 

Annualized percent 
change, last: 

4 12 40 
qtrs. qtrs. qtrs. 

Nonresidential 
investment 1.2 1.1 1.6 

Structures 2.5 3.1 2.7 

Producers' durable 
equipment 0.8 0.4 1.7 

Information processing -3.4 -3.1 -2.5 

Computers -12.6 -11.5 -11.0 

Industrial equipment 2.9 2.6 3.3 

Transportation 
equipment 2.3 1.8 2.7 

4-quarier percent change 

NOTES: CPI represents the all-items Consumer Price Index for all urban consumers. All other measures are chain-weighted price deflators for GDP and 
selected major components. PCE represents the chain-weighted price deflator for the Personal Consumption Expenditures component of GDP 
SOURCES: U.S. Department of Labor, Bureau of Labor Statistics; and U.S. Department of Commerce, Bureau of Economic Analysis. 

cspect ini'i:~tion lo lop j.2'l.i~ nest 
year. \.irti~:~Il). iclentical to the pro- 
portion th:kt especl ii1~'iation to he 
less t1i:ln 2.800. 

With consunier price increzlses 
scerningl\. S L L I C I ~  iri the neigh1)or- 
l1oocl o f  3'l.il. sorile Iix\-c \\-onclereci 
whether the CI'I is acc~~r:ltel\. me:is- 
 r ring the econor~i!-'s unclerlying in- 
fl:ltionar). tlirusl. In his recent testi- 
mony I~efol-e Congress, l:eclcr.:~l 
Itesel-1.e I3oarcl Chairman Alan 
C;reensp;in noreel that "incrc:~ses in 
rnol-e co~nprehensi\.c. anel 1xrll:117s 
more representati\.c.. cl~:~in-\\.ci~hted 
rncasures 01 consull1c.r prices ... :LC- 

t~~:llly hzt1.e continuecl to eclge 
lon.er." Incleecl, the average incre:tse 
in the GI>I' chain-~i~eightecl price 
incles has been almost percentage 
point less than the CI'I over tlie past 
three yc;lrs. A large share of' that clif- 
ference stellis from prices of nonres- 
icleiltial in\.estrnent goocls, \vhich 
have Ixxn strongly affecteel 1,); co~i- 
iinuccl sharp cleclines in co~nputer 
prices. This is not a p:lrticul;~rl\. 11e\\. 
elex-elopment. In klct, accorciirig to 
C~I)I)-l~;~secl price data, c o m l ~ ~ ~ t e r  
["'ices ha\.e avel.agccl an 11?/11 ann~lal 
mte of clccline for the past clecacle. 

E\rn \\.itliin the consun~ier goocls 
:ires. price increases reportecl hy the 

ch:~in-weighteel incles have I,een 
r~~rining I>elo\\- the CI'I, partll- t ~ e -  
cause the former 17uts clifferent 
\\.eights o n  certain co~nnloclities. 
Among the iinpol.tant clifferences is 
that housing is \veightecl more 
11e:tvily i n  tlie CI'I, nhile meclical 
c;ue receives a smzlller ~veight. Still, 
the imp:~cl of computer prices is 
clear here also. Using the cli:lin- 
\\.eighteel ~~ppro;lch. consumer ciur- 
al~le goocls prices have incrcasecl at 
21 mte o f  about I / L  tu 1 ~~ercent:lge 
point less tli:ln CI'I dul-ahle goocls 
~xices since 1992. 
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