
Inflation and Prices 

August Price Statistics 

Annualized percent 
change, last: 1996 

I mo. 7 mo. 12 mo. 5 yr. avg. 

Consumer P r i c e s  

All items 2.3 1.6 2.2 2.7 3.3 

Less food 
and energy 0.7 2.2 2.3 2.8 2.6 

Medlana 2.3 2.9 2.8 2.9 2.7 

Producer Prices 

F l n ~ s h e d  goods 3.7 -2.2 -0.2 1.2 2.9 

Less food 
and energy 0.8 -0.3 0.0 1.1 0.7 

Commod~ty futures 
pricesb 27.3 -0.9 -2.9 3.7 -0.7 
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12-month percent change 

12-month percenl changs 

36 ITRENDS IN THE CPI 

12-month Dercent chance 

a. Calculated bv the Federal Reserve Bank of Cleveland 
b. As measured by the KR-CRB composite futures index, all commodities. Data reprinted with permission of the Commod~ty Research Bureau, a Kn~ght-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. August 1996 to August 1997. unless otherwise noted. 
e. July 1996 to July 1997. 
f. Median expected change in consumer prices as measured by the University of Michigan's Survey of Consumers. 
SOURCES: U.S. Department of Labor. Bureau of Labor Statistics; the Federal Reserve Bank of Cleveland; the Commodity Research Bureau; and the University 
of Michigan. 

C o n s ~ ~ m e r  prices rose ;it a 2.30% 
ann~lalizecl Ktte in A L I ~ L I S ~ ,  a sniall 
:IcceleKition from tile ye:~r-to-cl:itc 
average incrc:~se of l.Oi&/o :inel only :I 

s11:ltle higller th:~n the 12-monill 
average o f  2.2(!6. 7 ' 1 ~  ~uecli;In C1'1. 
;in altern;~ti\-c n1easLirc of inSl;~tion. 
:~lso :Id~ancecl 2.jc!il in ,\~ig[lst. I)elo\\. 
its 12-lnonth tscncl increase o f  2.S00. - 7 I h c  Consiimei I'rice Incles (C;I11) 
c ~ ) ~ l l i ~ l i ~ e s  to tK1cli i~lst ~111c~es tile> 
1997 central tencicnc). range set 1)). 
the I'c~cle~il Open LIarliet (:olnrilit- 

tee (I:OhIC) last July, anci is :11)oiit 
Ilalf :I peswnt;~ge point 1 1 ~ ~ 1 0 \ \ .  the 
gro~ll>'sl99S micl13oint. 

\Vliile consumer prices 11;1\.c risen 
rlloclel-;itel), this year. retail price 
gr-on.th has variecl subs tan ti all!^ 11). 
region. O\.es the most recent 12- 
month periocl. retail price increases 
a\-eraged ;I Inere 0.8%) in 1%. 'I I tiinore ' 

:uncl 1.  XI in I>:Illas. At the other es-  
trenle, 3'Ii;umi ;itltl San F~xncisco sesi- 
clents s:I\\. retiiil 131-ices rise an a\.es- 
:tge rate of' slightly more than r i ' / ~ ( l i ~ .  

According to s~lr\-ey clat:~. l~ouse- 
liolcls espect the :i\-el.:tge increase in 
retail prices to picli L I ~  to 2.HV1 over 
the nest 12 111onths ancl to I-each 
slightl). more th2111 3%) o\-er the nest 
fi\-e to 10 )-c;lrs. 

Economists also foresee nest 
year's inklation Kite esceecling this 
>-ear's nloclest rise. 7'1le I$l~ie Chip 
consensus forecast sho\vs the Cl'I 
aclv:~ncing : ~ t  :I 2.7%1 p;lce i~ct\\.ccn 
tllis 1-e:tr- :inel nest. Still, this is :I 

(cotltit~rtcd 0 1 1  trey[ /)~rgcj) 
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Inflation and Prices (cont.) 
Percent oi lorecasts 

I DISTRIBUTION OF ECONOMISTS' 199s CPI FORECASTS~ I 
17 January 10 1997 

September 10 1997 

Annual percent change 

4-quarter percent change I U.S. VERSUS FOREIGN CPI 

Percentage poiiits 

1 ACCURACY OF CPI FORECASTS~ 

1 CPI FORECASTS FOR 1 99Sd I 
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12-monlli percent change 

a. Blue Chip panel of economists. 
b. Percentage-point deviation. Blue Ch~p consensus forecast minus actual CPI. 
c. Trade-weighted average. 
d. Consensus forecast of the Blue Chip panel of economists. 
SOURCES: U.S. Department of Labor. Bureau of Labor Statistics; lnternat~onal Monetary Fund, International Financial Statist~cs; and Blue Chip Economic 
Indicators, January 10 and September 10. 1997. 

rncrcli ruore s'ingcilne oirtlool\ tll'in 
txojecrecl .it the heglnnrrlg of the 
ve,u In j,iiiu,~i\ ne,irl\ h ~ l (  ol the 
econo~nr\ts \ i l l \  el eel I)elie\ c.tl th,it 
the Cl'I \\oi~lcl ~c,icli i O o  o~ mole In 
1998 1 . ~ 5 5  thin iOrl ! l  liolcl th'it \lei\ 
tocl,i) \Ioieo\ el n h~ lc  I?\\ el th,~n 
10'!A1 ot those p,iiticlp,iting in I,unu- 
'is) 5 \ L I I \ ~ \  pedlctecl tll'kt infl'ition 
\\ oirlcl come In cincle~ 2' :XI next 
ye'ir. IIIOIC th,in 2000 expect si~cll .i 
\light upticS\ totl,i\ 

T ~ I \  c,i~ econonir\t\ 'ire Irl\cl\ t o  
h,ive o\ el c\t rrncitecl the gr (I\\ ti1 r .ktc 
of the ('1'1 I,\ 'it le'iit 11,111 '1 pclccnt- 

age point, : i 1 ~ 1  ;i1111c)st certainl). Itlore. 
In f;ict. the Ulire Chip p:inelists have 
hecn o\.erly pessimistic ai7out the 
infl:i[ion or~tlool< in six of tile past 
sc\.eii years. overpretlicting the CI'I's 
gso\\.tI1 r:ite by 0.35 percei1t:~gc 
point per ye;ir. Last ye:lr, ho\\.e\.er. 
they \yere overly opti~nistic :~hout 
[lie inSl;ition trencl, which \vas 0.2 
["scentage point higher than the 
consensus forecast. 

r\ltll<)tigI~ the U.S. retail price per.- 
form;inc,e h:ts been frt\.oral,le rela- 
ii\.e to I~oth oirr recent histor!- ancl 
espcct;1rions, increases ha\-e tenclecl 
ro I,e to 1% percentage points 

l~igller; o n  :iver-age. than tllose ol'ocir 
11iajo1- ti-acling partners. In hct, on :k 

tracle-\veightecl basis. foreign retail 
JX-ices 1ia1.e risen less thm 2%1 1x1 .  
>-ear since I:itc 199.3. Econo~nists 
preclict tliiit the I1.S. inf1:ltion Ute will 
1)e sonic\vliat \\.orse th;ln that o f  otir 
loreign tracling Ixlrtness  gain in 1993. 
Of oils large" t~lcli11g p:lrtners, only 
tlie [..I<. (:it 1.9%1) anel *I';~in.:in (3.jCHl) 
:ire cspec'tecl t o  170st higher retail 
price incri,:ises. (:an;lcla. Frxnce, Cer- 
Ili:in),. arlcl J:ilxiri :ire all expecteel to 
scc consurl1c.r prices rise less than 
2'/l'!i1 nest !.c:ir. 
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