Multiple indicators show we are successfully stabilizing inflation now
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Investors got some positive news on Tuesday after one popular measure of inflation fell sharply to two-year lows. The Labor Department reported the  (CPI) rose 4% year-over-year in May. That’s well off the 4.9% gain in April and a touch below the 4.1% figure economists were expecting. This is only the latest sign that the Federal Reserve is making solid progress in its ongoing battle against inflation. CPI inflation hit a 40-year high of 9.1% in June 2022, and it has been steadily falling over the past 12 months. The Fed is holding its  this week, and investors are ever more confident that the central bank will pause its campaign of rate hikes now that inflation is on the mend. A combination of higher interest rates, easing supply chain constraints and tighter credit has helped tame inflation in 2023. As of May, the annualized rate of CPI inflation has declined for 11 months straight. In May, core inflation—which excludes volatile food and energy prices—was up 0.4% on a monthly basis and 5.3% from a year ago. Food prices were up 0.2% month-over-month and 6.7% compared to a year ago. Energy prices were down 3.6% on a monthly basis and are down 11.7% over the past 12 months. Shelter costs continue to rise, gaining 0.6% compared to April and 8% compared to May 2022. The latest CPI numbers arrive after the Labor Department reported the U.S. economy added 339,000 jobs in May, showing that the jobs market remains incredibly strong. Wages were up 4.3% year-over-year in May, while the unemployment rate ticked higher to 3.7%—figures that further underline the unflagging strength of the U.S. labor market. The May inflation reading is only the latest data showing meaningful progress on inflation. In May, the Commerce Department reported the core  (PCE) price index was up 4.7% in April, a slight increase from a 4.6% year-over-year gain in March. Core PCE is the Fed’s preferred inflation measure.
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