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Data Release: Consumer prices fall by 0.3% – the most in six years 

 The consumer price index fell 0.3% (month-over-month) in November, much more than 
expectations for 0.1% decline. Core CPI (excluding food and energy) rose 0.1%, in line with 
expectations. 

 On a year-over-year basis, overall consumer price inflation fell to 1.3% from 1.4% in October. 
Core CPI (excluding food and energy) also decelerated to 1.7% from 1.8%. 

 Energy prices declined by 3.8% (m/m), the biggest decline since December of 2008. Energy 
prices have now fallen for five straight month and are down 4.8% on a year-over-year basis. 
Energy alone is subtracting 0.4 percentage points from headline (y/y) inflation. 

 The deceleration in core price growth was due mainly to a decline in core goods prices, which fell 
0.4% - the most since November 2006. Core services decelerated modestly to 0.2% from 0.3% in 
October. 

Key Implications 

 Inflation has fallen off a cliff in recent months following plummeting energy prices While this was 
clearly the largest contributor, there are disinflationary pressures on other components of core 
inflation such that we cannot entirely dismiss the report as being transitory. That being said, areas 
such as services inflation are showing resilience. And, the report needs to be balanced off against 
a confluence of other major reports, employment included, showing that the broader US economy 
is on firm footing.  

 Ultimately, the Fed must look past temporary declines in inflation, however with the dollar 
continuing to rise against basically every other currency on the planet and with inflation 
expectations drifting southward, core inflation appears likely to remain under the Fed's target for 
the foreseeable future. This reaffirms our view that despite the considerable momentum in real 
economic activity, the Fed will wait until the second half of next year before raising interest rates. 
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