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Chart of the Day

What a difference a week can make. Since Fed Chair Powell’s hawkish Fed testimony exactly
one week ago, the probability of a 50 bps Fed hike at the March FOMC declined from 71%
to 33% on Friday following SVB's insolvency, and to 0% this morning following the February
CPI report.
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In February, core goods inflation declined for the 6th consecutive month to 1.0% on a year
over year basis, reaching it's lowest level since September 2020. In contrast, core services
inflation continued to rise, reaching 7.3% in February driven by an 8.1% y/y increase in
shelter. The Fed's closely watched “supercore” (core services ex-shelter) has remained
“sticky” since November and is still at 6.1%.
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While m/m inflation data provides very useful information on the recent momentum in
(dis)inflation, a look at today’s CPI data on a y/y basis provides a useful lens on the
categories in which the consumer is feeling the most cost pressure relative to one year ago.
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Source: (1-3) Bureau of Labor Statistics. CP| Report February 2023. Bloomberg. Data asof March 14, 2023. Goodsis commodities less food and energy commodities. Servicesis less
energy. Supercore is lessenergy and housing. NSA.
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“Macro stability isn’t everything, but without it, you have nothing.”



