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Inflation and Prices 

March Price Statistics 

Annualized percent 
change, last: 1996 

I mo. 3 mo. 12 mo. 5yr. avg. 

Consumer Prices 

All items 0.8 1.8 2.8 2.8 3.3 

Less food 
and energy 2.9 2.4 2.5 2.9 2.6 

Mediana 2.1 2.9 2.6 2.9 2.7 

Producer Prices 

Finished goods -0.9 -3.0 1.5 1.6 2.9 

Less food 
and energy 4.3 0.8 0.8 1.4 0.6 

Commodity futures 
pricesb 31.5 4.6 -1.2 3.0 -0.7 

12-month percent change 
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PPI less iood and energy 

1 ,,,,,,: ,,,, v ,,,,,,,,,, ' ,,,,- 

Percent change, iourth quarter over iourth quarter 
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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 w~th  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. 
SOURCES: U.S. Department of Labor, Bureau of Labor Statistics; the Federal Reserve Bank of Cleveland; the Commodity Research Bureau; and U.S. Depart- 
ment of Commerce, Bureau of Economic Analysis. 

The monthly inflation inclicators 
rnoder-atecl consiclerahly in h,larch. 
The Consumer I'rice Inclex (CI'I) 
rose a mere 0.8%1 (xnn~ialized rate) 
during the month. ancl the I'roclucer 
Price index for finisheel goocls (1'1'1) 
cleclinecl an annualizecl O.C)(%. Tlie 
 media^^ CI'I, a measure of core infl;t- 
tion, aclvanced at a faster p tce  
(2.10/0), but also fell below its recent 
12-month tretld (2.6%). Incleecl, the 
current inflation trencl, as rneasiu-eel 
hy retail prices. :ippe;ws to be run- 

ning near (or slightly below) the 
Fecler:il Open Market Committee's 
2'/1% to 3% ce~ltral tendency projec- 
tion for 1997. 

Other nleasures of aggregate 
["ice behavior have been equally 
subduecl. The 12-month trend in 
~ > ~ ) d u c e r  prices is about Y, percent- 
age point lower than at this time last 
year, ~tncl the core I-'PI (less Soocl and 
energy) is roughly two percentage 
points lo\ver. 

When we conlbine the price clata 

from the CI'I and the PPI, a clearer 
picture of the economy's recent in- 
flation pattern emerges. One such 
Ine;isure, the GDi' chain-weighted 
["ice index, is calculateel using price 
data from retail, wholesale, ancl a 
variety of other sources. Over the 
past year, it has increaseel about 
2.20/0-a small uptick from its trencl a 
quarter before, hut still do\vn a bit 
from trend sates postecl earlier in the 
expansion. 

(colztilzllcd on ti.e.xlpc~gcj 
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Inflation and Prices (cont.) 
12-month oercent chanae 

I COMPARISON OF CPI WEIGHTS: ELDERLY VERSUS ALL I 
AN CONSUMERS 

Percent of expend~tures 

12-month percent change 12-month percent change 
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SOURCE: U.S. Department of Labor, Bureau of Labor Statistics 

Which price statistic o\vns the 
right to the title ,'U.S. inflatioll rate" 
is a subject of heatecl controversy 
among economists and economic 
policylix~kers alike. Indeed. e x h  
nleasilre has its stl-engths-ancl 
weaknesses. In recent months, the 
most critical focus has heen on 
shortcomings in the constri~ction o f  
the CPI, although it is :trgilal,ly one 
of the most carefiilly crafted of all 
economic statistics. The criticis~n 
nxty be related largely to thc inclcs's 
prominence. Among its m:in\; appli- 

cations, the CPI serves as an escala- 
tor for Social Security benefits and 
has become a focal point in federal 
I~i~clget debates. Unfortunately. the 
incles was never designecl to serve 
:IS an escalator for the cost-of-living 
changes facecl by older Atnericans. 

Economists at the Bure:~u of 
Lal~or Statistics, who procluce the 
CPI. are attempting to improve the 
incles. To clate, they have con- 
structed several experimental acljust- 
lnents. In one  case, the CI'I has 
been re\veighted to better reflect the 
spending habits of the elderly (cur- 

rently, it is \veightecl on  the basis of 
expenditure patterns for all urlxn 
consumers). In the new inelex, mecl- 
ical care ancl housing costs are more 
heavily ernphasizecl, \vhile the im- 
1x)rf"nce of twnsportation ancl foocl 
expenditures is reclucecl. These 
seemingly snxtll acljustme~~ts appear 
to have a significant impact on tho 
resulting price statistic: Meclical-care 
cost increases hxve traclitiollally 
been among the highest in the 
incles. :~nd  housing cost increases 
have been :tmong the most stable. 
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