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The news: US in�ation continued to ease in February, due mainly to falling energy prices.

The good: There are signs that the Fed’s much-hoped-for “soft landing” could be in sight.

The consumer price index (CPI) rose 0.4% month-over-month (MoM) and 6.0% year-over-

year (YoY), per the Labor Department—exactly in line with economists’ expectations.

But core CPI, which excludes energy and food costs, increased by 0.5% MoM, the most since

September 2022.

https://www.bls.gov/news.release/cpi.nr0.htm
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The not-so-good: Other indicators point to inflation remaining stubbornly high, adding to the

pressures faced by consumers and raising the possibility of more aggressive action from the

Fed.

Core in�ation has ticked up in recent months.

Real wages—and consumer buying power—are falling.

Wholesale used car prices trended upward in February.

The big takeaway: While consumer spending has stayed relatively resilient despite inflationary

pressures and economic uncertainty, the relatively strong inflation report coupled with Silicon
Valley Bank’s collapse and the ensuing fallout could drive households to be even more

cautious with their spending.

February saw the smallest 12-month increase in CPI since September 2021. That’s a good

indication that the Fed’s aggressive rate hikes have helped bring inflation down.

Grocery price increases are slowing. Food at home prices rose 0.3% MoM in February, down

from a 0.4% MoM increase in January. Prices for meat, poultry, fish, and eggs fell 0.1% MoM,

helped by a 6.7% drop in the cost of eggs.

The labor market is still incredibly tight. There are still roughly 1.9 jobs available for every

worker looking, per the Bureau of Labor Statistics, which has led many employers to hike

wages and improve benefits, especially in the retail and hospitality sectors.

Core CPI’s annual growth rate hit 5.2% for the past three months, a significant increase from

the 3.1% seen for the last three months of 2022.

Some of those gains will eventually reverse once core CPI reflects the current housing market,

but rising prices for other categories, including recreation, household furnishings, and airline

tickets, show that the price pressures facing households are yet to meaningfully ease.

Real average hourly earnings declined 0.1% MoM and 1.3% YoY in February, per the Labor

Department.

Prices went up 4.3% MoM in the biggest February jump since 2009, according to the

Manheim Used Vehicle Value Index.

The increase could cause retail used car prices to reverse their decline and fuel inflation.

https://content-na1.emarketer.com/silicon-valley-bank-epicenter-of-potential-banking-crisis
https://content-na1.emarketer.com/retailers-restaurants-struggle-hire-retain-enough-workers
https://www.bls.gov/news.release/realer.nr0.htm
https://www.coxautoinc.com/market-insights/february-2023-muvvi/
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That in turn could compound the di�culties many retailers are already facing, as shoppers cut

back on discretionary purchases and trade down to cheaper products (or competitors) to

stretch their budgets further.

This article originally appeared in Insider Intelligence's Retail & Ecommerce Brie�ng—a daily

recap of top stories reshaping the retail industry. Subscribe to have more hard-hitting

takeaways delivered to your inbox daily.

Are you a client? Click here to subscribe.

Want to learn more about how you can benefit from our expert analysis? Click here.

https://totalaccess.emarketer.com/MyAccount/EditProfile.aspx
https://www.insiderintelligence.com/become-a-client/?IR=T&itm_source=insider-intelligence&itm_medium=briefing&itm_campaign=bottom-cta

