o

'('1»|1|1||g<'||||11;|t'|'<) Economics

12.0ct.2022

Producer Prices: Encouraging Deceleration

Bottom Line: Producer prices rose slightly more than expected in September due
to higher food and energy prices, but the core final demand continued to moderate
as expected. Moreover, the BLS revised August prices a touch lower. Prices of
transportation and warehouse services (mostly the profit margin that this sector can
charge) fell for the second month in September and were declining at a 7%
annualized rate -- this is critical to seeing lower core prices since the sector drove
much of the increase in the last two years (up 17% gains in 2021 and still up 17.8%
year-over-year). Lower margins also pressured prices in apparel and jewelry
retailing, airfares, investment management, and banking. Several processed goods
categories were also lower, including chemicals, lumber, and steel mill products.

Overall, this report is a bit more encouraging than the headlines suggested.
Producer prices were still down 0.85% annualized over the last three months,
and core prices were up 3.5% annualized, a sharp deceleration from the 7.3%
year-on-year pace and 8.7% pace of 2021. Moreover, several key sectors
suggest producers see less pricing power.


https://mailchi.mp/7e70e44befde/ppi201901-1210968?e=c6c5eae986
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The PPI ROSE by 0.4% in September, compared with market expectations for a
decline of 0.1%. Overall producer prices are 8.5% ABOVE the year-ago level.

The Goods PPl ROSE by 0.4% in September and is now 11.3% ABOVE its year-
ago level. Food prices rose by 1.2% and are now 11.9% ABOVE their year-ago level.
Meanwhile, energy prices rose by 0.7%. and are now 24.2% ABOVE their year-ago
level. The Goods PPI less food and energy ROSE by 0.0%, and is now 7.5%

ABOVE its year-ago level.

The Services PPI ROSE by 0.4% in September and is now 6.8% ABOVE its year-
ago level.

The Core PPI ROSE by 0.3%, compared with market expectations for an increase of



0.3%. Core producer prices are now 7.3% ABOVE their year-ago level.
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Month-over-month % change for most recent months, followed by annualized % changes for periods
noted. 5- and 10-year are simple averages of annual % changes.
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Month-over-month % change for most recent months, followed by annualized % changes for periods
noted. 5- and 10-year are simple averages of annual % changes.
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