
Inflation and Prices 

I July Price Statistics I 
Annualized ~ e r c e n t  I 

change, last: 1995 1 
I mo. 7 mo. 12 mo. 5 yr. avg. 

Consumer Prices - I  
All items 3.1 3.5 2.9 2.9 2.6 

Less food 
and energy 3.7 3.0 2.7 3.1 3.0 

Mediana 4.2 3.1 3.0 3.1 3.2 

Producer Prices 

Finished goods -0.2 2.0 2.6 1.6 2.1 

Less food 
and energy 0.4 0.7 1.5 1.6 2.6 

Commodity futures 
pricesb -16.7 1 .I 5.8 3.3 5.4 

Perceni of forecasts 

12-month percent change 

3 8  1 TRENDS IN THE CPI I 

Diflusioii index, iiet percent rising 

 PURCHASING MANAGERS' PRICE SURVEY 

Annualized perceni 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. Forecast of the Blue Chip panel of economists. 
SOURCES: U.S. Department of Labor, Bureau of Labor Statistics; the Federal Reserve Bank of Cleveland; National Assoc~at~on of Pu~chasing Management; the 
Commodity Research Bureau; and Blue Chip Economic indicators, January 16 and August 10, 1996. 

t\fter dropping sharpl?. in , i t~ne .  rc- 
tail pr ices  r e s ~ i ~ i l ~ c l  the  strong up- 
\v\larcl trend th:~t I)eg:in 1:ist [)CCCITI- 
11er. T h e  C o n s ~ ~ m c r  I'rice Incles 
(CPI) increaseel at ;in ;inn~ializctl 
rate o f  3. 1'!i1 in JLI~!., :inti has risen 
3.5% since the  l ,egi~lni~ig of the 
year, almost a pcxscent;rge point 
highcr tlian 1')C)i's :i\.cxige incre:ise. 
The  core iiiflation intliraiors i ~ ~ o \ , e c l  
LII) e v e n  1i1o1-c in JLII).: +l'hc mccli:~n 
Cl'l, ;inel the Ct'l esclucling foocl 
:inel energ).. rose a n  aili1~1:11 izccl 
.4.2M1 and 3.70/11. respecti\.ei>.. 

\\iliilc the current 12-montii trcncl 
in the CI'1 is ;I bit below the central 
tericlency range projecteel 11). the  
f:ecler;il O p e n  i\farket Conimittee 
(FOSIC) for 1996, year-to-elate esti- 
mates s ~ ~ g g e s t  that C1'1 gro\v~Ii for 
the reniaincler of the  year l-nilst avcr- 
age  slightly less than 3% if the incles 
is to stay \vithin the lipper. bouricl o f  
thxt 131-ojcction. For 1997, tile I;OhllC 
sees ret:iil price incre:ises sio\\'ing to 
less t11:un 3(X). The Blue Chip projec- 
tions fol- the  CPI a re  not  m:iteri:ill}. 
tlifferent. For 1997, roughl). two- 

thircls of tlie economists surveyecl 
see  the i n c h  i~lcreasing ;iround j%). 

T h e  responclents \v-lio anticipate 
r n ~ ~ c h  liigher. c)r lo\ver, inflation 
n t e s  :ippe:ir t o  Ile el-enly- l>:il:incccl 
anel ten- in number. 

1ie~x)rtsfrom incl~lstry cou t in~le  to  
s I ~ o \ v  mucli less infi:ltiona~-y pres- 
sure t h i n  \\-:ls notecl zit the  retail 
level. Y-e'c:lr to  ciate, the  l- 'rocl~~cer 
I'ricc Incics (PI'I) hns risen :~t  an an- 
ni~alizccl Kite of only 3.0%1. ancl 
much o f  that ~i11\i.:ird cl i~nl)  h:is 

/co1lli~7rlec/ oil i ~ c ~ l p ~ ~ g c )  
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Inflation and Prices (cont.) 
Number oi countries 

l3  IINFLATION IN OECD COUNTRIES I 

Average annual inllat~on, percent 

Annual percent change 

Annual percent change 

) INFLATION IN SELECTED EUROPEAN COUNTRIES 1 

SOURCE: Organisation for Economic Co-operation and Development (OECD), Main Economic Indicators, January 1986 through May 1996. 

come from energy commoclities. Ex- 
cluding foocl ancl energy. tlle 1'1'1 is 
up  less than l(>O this \.ear. Intlustrial 
p ~ ~ r d i a s i n g  n1an:lgei.s :tre a l ~ o ~ ~ t  
evenl). cliviclecl l>et\\.ecn tilose 011- 
serving price i~icre:lses :lilt1 those 
noting price cleclines. 

Compared \\.it11 other nations, the 
IJ.S. inflation perforrn:u~~ce has been 
aI>o~lt average in recent years. In the 
past fi\.e years, the :t\.er.age U.S. in- 
flation rate has been j ~ ~ s t  l>elo\v the 
3(2/i, 111ark. 01' 25 countries 1)elonging 
to the 0rganis:ition lor Economic 
Co-oper;~tion ancl 1)evelopment 
(OECI)). nine hacl Ixtter inf1:ltion 

recorcls over the 1991-9 5 periocl. 12 
were similar or slightly higher. and 
only four were substantially n-orse. . . I his is a marl<ecl clifferencc from the 
late 1930s ancl reflects a strong clisin- 
flationary sentiment among a grow- 
ing n~lrnl~er  of nations. 

111 Europe, Inany major countries 
have lowerecl their inflation rates to 
3% or less-for some, nezuly :L 50% 
recluction over the last dec:lcle. I'art 
of this improvement can probably 
be ticcl to the "convergence criteria" 
imposed lhy the European Monetary 
LJnion. Even nations that tenclecl to 
suffer from persistent cloul~le-cligit 

infl:ltion in the 19HOs, such :IS I-'ortu- 
g d .  Greece, ancl Iceland, have heen 
able to engineer ciramatic improve- 
ments in their inflation rates this 
c1ec;lcle. Mexico appe:~recl to be (ol- 
lowing sucli a path, :~lthough a 
sharp cle~11~1:ltion o f  the peso in Ile- 
ceml~er 1994 reverseel this trencl. . . I lie clisinf1ation:lry trcncl arouncl 
mucli of the \vorld has, in some 
cxses. been s~~pportecl  hy legislatccl 
commitments for cen t~11  l>anl<s to 
achie1.e specifiecl i11fl;ltion targets. 
Four sc~cli nations-Pe\v %e:ll:ind. 
Sn-eclen, the IJ.I<., zinc1 Canacl:1- 
have recently I,rouglit their inf1:~tion 
rates clotvn to 2%) or less per year. 
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