
Inflation and Prices 

1 J U I ~  Price Statistics I 
I Annualized percent I 

change, last: 

I rno. 7 rno. 12 rno. 5 yr. avg. 

Consumer Prices 
All items 2.3 1.5 2.2 2.7 3.3 
Less food 
and energy 2.1 2.4 2.4 2.8 2.6 

Mediana 2.8 3.0 2.7 2.9 2.7 

Producer Prices 
Finished goods -0.9 -3.1 -0.2 1.2 2.9 
Less food 
and energy -1.7 -0.5 0.0 1.1 0.7 

Commodity futures 
pr~cesb -31.4 -4.4 -3.9 2.9 -0.7 

12-monih percent change 

3.6 ITRENDS IN THE CPI I 

12-month percent change 

TRENDS IN THE PPI 

4-quarter percent change 
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GDP CHAIN-TYPE PRICE INDEX 

- 

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. Based on the PPI for all items. 
d. 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 Commerce, Bureau of Economic Analysis; U.S. Department of Labor, Bureau of Labor Statistics; the Federal Reserve Bank of 
Cleveland; and the Commodity Research Bureau. 

Inflation remaineel unespecteclly re- 
strninecl in July, as the  consume^ 
Price Incles (CI'I) rose a n  anncl:il- 
izecl L . ~ ( Y o  zinc1 the Prod~lcer I'rice 
Index (PI'I) for finishecl goocls actw 
ally fell  HI. Nonetheless, data on  
the incliviclual components of these 
incleses suggest that the o\.erall sate 
of price incsease is son~c\vhat greater 
than the avel.;ige f i g~~res  inclic~tte. 

While the 1'PI for all goocls has 
fallen nbout 1% over the past 11 
months, the majority of price in- 
crezises at the procl~icer le\.el have 
Ixen  r ~ ~ n n i n g  about 1% percentage 
points lligher. The median 1'1'1 is 
L I ~ )  :ir)proxinlately -%,% over the 12 
l-nonths etidecl in July. Simil:trly, the 
C1'I has ztcl\~:tncecl at an average rate 
o f  L.3(!4~ cluring the past year-~~1st 
l)eIo\\. the lo\\:er encl of the F e d e ~ t l  
Ope11 &I:tr1<et Co1111nittee's (FOhIC) 

latest central tendency projection- 
b i~ t  the meclian CI'I has mo\.ecl ~ 1 1 1  to 
2.7?41. \veil a l~ove  its expected range. 

Still, inflation has been sc~hdued 
tllis ye:ir. Vienred from its I~roaclest 
1xrspcctive-ti1e GDI' chain-type 
p i c e  incles. \\.hich incl~~cles retail 
:inti \\.holesale goods ancl sen.ices- 
the price le\.el rose :in a\-erage of 
2. 1%) o\.er the past 12 ~nonths .  the 
snl:~llest irpticli in more th;ui 30 yex1-s. 

(coi7lirrrlccl orr rzc>xtp~~ge) 
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Inflation and Prices (cont.) 
Diiiusion index, net percent rising 

1 PURCHASING MANAGERS' PRICE SURVEY I 
12-month oercent chanae 

Percent of lorecasls Index, 1991=1 0 

I DISTRIBUTION OF ECONOMISTS' 1998 CPI FORECASTS~ I I ASSET PRICES I 

January 10,1997 

August 10,1997 

40 so[ 

Annualized percent change 
a. Median expected change in consumer prices as measured by the University of Michigan's Survey of Consumers. 
b. Blue Chip panel of economists. 
c. Handy and Harman base price, New York. 
d. Standard & Poor's stock price index, composite. 
e. Median sales price, existing single-family homes, not seasonally adjusted. 
SOURCES: U.S. Depariment of Labor, Bureau of Labor Statistics; National Association of Realtors; Standard & Poor's Corporation; Metals Week; National 
Association of Purchasing Management; the University of Michigan; and Blue Chip Economic Indicators. January 10 and August 10, 1997. 

Few expect tliis year's exceptional Srom their projections over the past 21 growing inflxtionary sentiment 
inflation performance to continue 3 1/r years. Allel economists. who among in\.estors, sho\\~ no clear in- 
over the year aheacl. On the other have l x e n  the lllost pessimistic in- clication of speculative Ixhavior. 
hand, there :lppe:irs to he little sen- 
timent that prices will accelerate 
scll,stantialIy. Iieports from p ~ ~ r c h ; ~ s -  
ing managerxontini~e to sllow that. 
on net. inclustri:ll psices are holcling 
steacly. I-Io~~seholcl survey data incli- 
cate that consumers expect retail 
prices to rise only 2.8%) in the next 
12 months-not much different 

f1;ltion forecasters since rnicl-clecacle, 
11;lve recently revised their 1998 
17rojectio1ls ~ I o w ~ w ~ ~ s c ~ .  Last Janc~ar-y, 
almost half of those participating in 
the Blue Chip suwey saw \ithe CI'I ris- 
ing 5(fi or more nest year. In ~ I L I ~ L I S ~ .  
onll. about o~le-third held that view. 

Ih ta  from asset rnarliets, \\.hich 
can pro\;icle a warllislg signal of 

i \ l tho~~gh the stocli marliet has 
climbecl sharply in the last few years. 
other assets, such as home prices. 
have merely liept pace with inflzl- 
tion. In fact, gold prices, \vhich are 
so~net i~nes  consitlerecl a harbinger 
of gro\\-ing inflxtionary psychol- 
ogy. Ila\-e act~lally Ixen declining. 
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