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Consumer Price Index Sep Aug Jul Jun May Apr Sep
(monthly change, %) 2026 2026 2026 2026 2026 2026 NSA YoY%
All items 0.6 0.4 0.1 -04 0.5 0.6 3.7
Ex-food/energy 0.3 0.3 0.2 0.0 0.2 04 2.6
¢ Ex-food 0.7 0.4 0.1 -0.5 0.5 0.7 3.9
* Ex-energy 0.3 0.3 0.2 0.0 0.2 0.4 2.6
Energy 5.2 21 -1.5 5.7 3.9 3.8 204
Services 0.4 0.3 0.2 0.0 0.3 0.6 3.2
Housing 0.4 0.2 0.1 0.0 0.2 0.7 38
Fuels & util. 0.5 0.1 0.3 -0.7 04 14 5.8
Food/beverages 0.0 0.1 0.1 0.2 0.2 0.5 24
* Food 0.0 0.1 0.1 0.2 0.2 0.5 25
Apparel 0.3 0.0 0.1 -0.6 0.3 0.6 34
Transportation 25 12 -0.5 -2.5 1.3 1.3 7.9
Medical care 0.1 -0.2 0.4 -0.1 0.3 -0.1 1.5
Recreation 0.5 0.0 0.2 0.5 0.3 0.1 2.8
Education, comm. 0.2 1.6 0.6 -0.8 0.8 0.0 2.3
Other good, serv. 0.4 0.2 0.1 0.1 1.0 0.7 41
Commodities 12 0.6 -0.2 -11 0.8 0.8 4.6

Source: Haver Analytics.

US core CPI came in hotter than consensus expectation for September, solidifying the odds of an October rate hike.
Total CPI grew 0.6% m/m, in line with consensus expectation, but year-over-year came in a touch stronger as it
increased from 3.4% to 3.7% in September. As expected, gasoline was the main driver of the headline increase,
accounting for more than half of the monthly growth. Excluding food and energy, core CPI stayed firmed in the month,
rising 0.3% m/m, a touch stronger than consensus expectation of 0.2%. This pushed the year-over-year growth of
core up by 0.2 p.p. to 2.6%. Both core goods and core services accelerated this month. The acceleration from core
goods was somewhat broad-based, seen in apparels, recreation commodities and communication commodities. On
core services, shelter was a major contributor to core services in the month, rising by 0.4% m/m, hotel posted a
second consecutive solid monthly growth, and owner's equivalent rent and household insurance both accelerated a
touch from last month. Recreation services, transportation and medical services also accelerated from the previous
month. With core CPI firmer than expected and the upside surprise was somewhat broad-based, we think that will
convince most FOMC members to deliver another rate hike at the end of the month.

As expected, gasoline, which rose 9.1% m/m, was the biggest inflationary driver in the month, accounting for over half
of the monthly total CPI increase. The food index was flat on the month, as restaurants increased 0.2% m/m but food
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at home fell 0.1%. The decline in food at home was somewhat broad-based with declines seen in meat, poultry, fish
and eggs, diary products and other food products.

e Core CPI grew 0.3% in September, same pace as August and higher than consensus expectation of 0.2%. That
pulled the year-over-year growth of core CPl up by 0.2 p.p. to 2.6% in September. The core increase was broad-
based, with the monthly pace of both core goods and core services picking up relative to last month.

e Shelter picked up from 0.3% to 0.4% m/m in September, with hotel prices posting another 2% monthly growth for the
second month. Owners’ equivalent rent and household insurance also picked up their monthly paces relative to last
month.

e Core services excluding rent of shelter maintained the same firm monthly pace of 0.3% as last month. Medical care
services bounced back after declining last month. Transportation services, which is partially linked with higher
gasoline prices, posted a 0.6% monthly growth, up from 0.5% m/m last month. Notable increases in this category
include car and truck rental, airline fare and intracity transportation. Recreation services also picked up pace in the
month, with live streamlining television services increasing 0.6% m/m as a few streaming platforms (including a major
sports one) rolled out price increases in September. Partially offsetting these increases were telephone services
which declined following the strong increase last month, as well as household operations which also declined in the
month.

e Commodities less energy and food accelerated to 0.3% m/m from 0.1% last month. The acceleration was somewhat
broad-based, apparel, footwear, used cars and trucks, recreation commodities and education and communication
goods all accelerated this month. Information technology commaodities, which is partly linked to Al demand, picked up
pace in September with most underlying components (including computers and software) posting rebounds.
Household furnishings and medical care commodities were the only major core goods categories posting a monthly
decline in the month, with the latter continuing to decline due to lower prescription drug prices as part of the
Administration’s efforts.

Implications & actions

Re: Economic forecast — The upcoming FOMC is a close call but with today’s data showing core CPI staying firm, and
the upside surprise was broad-based across categories, we believe that Fed officials will stick to the inflation data and
deliver another rate hike for the upcoming FOMC meeting.

Re: Markets — Short-term yields surged after the release as the probability of an October Fed rate hike increased to 50%
following 20% from yesterday.
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