
I~fllation and P r i m  
12-month oercen: chanoe 

September Price Statistics 
Annualized percent 

change, last: 1995 
I mo. 9 mo. 12 mo. 5 yr. avg. 

Consumer Prices 

All items 3.1 3.2 3.0 2.9 2.6 

Less food 
and energy 3.7 2.8 2.6 3.0 3.0 

Mediana 2.1 2.8 2.9 3.0 3.2 

Producer Prices 

Finished goods 2.8 2.3 2.7 1.6 2.1 

Less food 
and energy 3.4 0.8 1.4 1.6 2.6 

Commodity futures 
pricesb -9.3 1.1 1.9 2.8 5.4 

Four-quarter percent change 

Y." 
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70 IDISTRIBUTION OF ECONOMISTS, 1997 CPI FORECASTS~ I 

1.8-2.2 2.3-27 2.8-3.2 3.3-3.7 38-4.2 
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 Blue Chip panel of economists. 
SOURCES: U.S. Department of Labor, Bureau of Labor Statistics; the Federal Reserve Bank of Cleveland; the Commodity Research Bureau; and Blue Chip 
Economic Indicators, January 16 and October 10, 1996. 
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main gei~e~,ill\ In Ilne \\ ~ t h  the11 3% 
trencl of tile Ici5t fen 1 e,rrs 711e 1'10- 

ducer 1)tlce Inclex .ind the Con- 
sumel 1'11ce Inclex (01'1) lose dt dn- 
nclal~/ecl [,ires of 2 Si%/ir .inti 3 1% 
during the month (tmt .I 111t h lghe~  
when foocl .mcl enel#) goods .ire 

cxcluclecl) R,II to elcite the Cl'I 15 

LIP 3 2%) \\ h ~ l e  it5 core me,lsures 
( the CI'I e\clucl~ng foocl .mcl eneig] 
ancl the medl'in CI'I) hci\ c I l5en .it ,I 

slightl) mole rnocle~ .lte 2 8%) /o>,~c c 

llnless retail prices break sharply 
from their recent trend, it's liltely 
tilac [lie inclex will end  the pear at 
the lo\\-er end of the Fec1er;il Ope11 
M:krliet Com~nittee's July central ten- 
dency projection (3%4), but near the 
top of the r-ange set for 1997 (2%% 
to 3'%). 

Economists gener:tlly agree that 
the CPI will remain at or very near 
3%) tthro~lgli the encl of nest  year. 
F c n w  tllan 40% foresee a CPI gain 
of less t112111 2.8% or Illore than 3.2% 
in 1997. Last Jailuary, at>out 30% 

~>reclictecl a clrop below the 2.8% 
level. ancl 34% espectecl a rise o f  
muse that1 3.2(H). 

Economists look at several factors 
in ascertaining the econonly's near- 
term inflationary course, but chief 
among them are the past stance of 
monetary policy ancl the degree to 
which economic resources are ca- 
pacity constrainecl. The latest Blue 
Chip S L I ~ I . ~ ~  reveiils a wicle range of 
opinions reg:~rcling the future path 
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Inflation and Prices (cont.) 
Chanoe in CPI lorecasts, oercentaae ooints 
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O I LONG-RUN INFLATION OUTLOOK I 

a. Individual forecasts of the Blue Chip panel of economists. October 10, 1996. 
b. Consensus forecast of the Blue Chip panel of economists. 
c. Survey of the Blue Chip panel of economists. 
SOURCES: Blue Chip Economic Indicators, October 10, 1996; and Blue Chip Econometric Detail, September 10, 1996 

of inflation :Inel econr~mic gro~vth. 
About half of those responding to 
the October 10 poll see inflation ad- 
celerati~lg in 1997, b~l t  of those, only 
about 40%) expect the economy to 
grow at a k~ster r:lte. Of the econo- 
nlists \v21o 1,elieve  hat inflation will 
moclerate nest year. most also see the 
economy slowing from its 1996 pace 
and, I X ~ S L I I ~ ; I ~ I ~ ~ ,  p ~ ~ t t i ~ l g  less strain 
on capacity. Only :I small number of 
responclenis :lnticipatc both faster 
growth :uncl lo\xrer inflation (6%). 

Over the longer term, economists 
generally believe that inflation is 

preclominantly the outcome of rnon- 
etary policy. The most opti~ilistic 
long-term outlook comes from the 
Office of Management and Buclget 
(OMB). which projects a 2.7% in- 
crease over each of the five years 
spanning 1998 ancl 2002. Both the 
Co~lgressional B~lciget Office (CBO) 
:uncl the Blue Chip panel see infla- 
tion moderating slightly before 
sho\iTing a s~llall rising trencl be- 
tween 2000 ancl 2002. O\~erall, the 
three groups expect that rnonetaly 
policy will keep itflation in the 2%?4 
to 3% ~utlge through 2002. 

This is :I slightly less sanguine 
long-term outlool< than economists 
gave seven months ago. Indeed, in 
the past year, surveys of econonlists 
have listed inflation as an increas- 
ingly serious problem fdcing Amer- 
ica. ~vhile the threat of economic re- 
cession is seen as having recetlect. 
Still, neither inflation nor a clown- 
turn in the business cycle Llppears 
high on the list of important con- 
cerns. Topping this year's list-21s in 
1995-is the growth in government 
spending and entitlements. 
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