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Data Release: Inflation stays steady in June 

 The headline consumer price index increased by 2.1% on a year-over-year basis in June, the 
same increase as in May. Excluding food and energy, core prices were up a more modest 1.9% 
from year-ago levels, a slight moderation from the 2.0% gain recorded last month. On a month-
over-month basis, the headline and core indexes recorded seasonally-adjusted gains of 0.3% and 
0.1%, respectively. 

 This month's headline print was mainly due to a 3.3% M/M increase in gasoline prices – the year-
on-year gain actually fell from 2.3% in May to 2.0% in June due to base-year effects.  

 However, moderation or weakness in price pressures was broad-based elsewhere. After 
escalating for seven straight months, shelter cost inflation took a breather in June, with year-over-
year gains in prices falling slightly to 2.8% from 2.9% in the month prior. Prices for both food and 
medical services, significant drivers of last month's jump in inflation, fell slightly on a Y/Y basis to 
2.3% and to 2.6%, from 2.5% and 3.0%, respectively, in May.  

Key Implications 

 The underlying details in today's report are a clear indication that, save for an uptick in gasoline 
prices, inflation took an important breather in June.  

 After several months of heating up, the CPI is now headed in a decidedly southerly direction, 
which should quiet some pundits suggesting that the Fed need react to near-term price pressures 
by pushing for an earlier start to the hiking cycle.  

 The clearest evidence we have of lessening economic slack is the fact that the unemployment 
rate recently reached 6-year low, and job openings a seven year high. This will eventually 
translate into faster wage growth and sustained higher prices, but there is scant evidence of it as 
of yet. As such, we remain confident in our view that the Fed will be on hold until the second half 
of 2015. 
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