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PPI Falls In Line With Expectations

The Producer Price Index (PPI) for final demand fell 0.2 percent in December. While falling energy prices
accounted for the bulk of the decline, details showed U.S. producers continue to exhibit little pricing power.

Uptick in Services Not Enough to Offset Fall in Energy

e The producer price index for final demand fell 0.2 percent in
December, in line with expectations. Falling food and energy
prices dragged the headline lower, while core goods prices
edged up 0.1 percent—the first increase since June.

e Services inflation posted a second straight increase as “core”
services rose 0.4 percent. The trend remains weak as lower
energy prices have flowed through to transportation services.

No Pricing Pressure Back in the Pipeline

e U.S. producers continue to see little pricing power. Our preferred
measure of core PPI, which excludes food, energy and trade
services, rose 0.2 percent but is little changed over the past year.
Further back in the pipeline, prices continue to plug lower,
including core inputs. The 6.5 percent decline in processed
intermediate products should at least offer some support to
producers’ margins in the soft environment for final prices.
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PPI and Core PPI Final Demand
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