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Headline inflation increased 3.1% y/y in January, disappointing market expectations for
CPI to fall below 3% for the first time since March 2021. On a monthly basis, headline
inflation surprised to the upside, rising 0.3% m/m vs. expectations of 0.2%. Core inflation
also came in above market expectations, increasing 0.4% m/m, the most in eight months,
and 3.9% y/y. The market is now pricing only ~95 bps of Fed rate cuts in 2024 beginning
in June, down from the ~170 bps of cuts expected in mid-January.
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Energy

Shelter prices rose 0.6% m/m, accounting for most of January’s rise, though an increase in
airline fares and motor vehicle insurance also contributed. Excluding housing and energy,
services prices rose 0.8% m/m, the most since April 2022. Unlike services, goods prices have
declined over most of the past year, down (-0.3% m/m), the most since July, pushing

the annual rate to (-0.3% y/y).
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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 (and relief) relative to
one year ago.
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“Macro stability isn’t everything, but without it, you have nothing.”




