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Consumer Prices

The consumer price index jumped 1.3 percent in June, exceeding the expected increase of 1.1 percent and
leaving the year-over-year change at 9.1 percent versus 8.6 percent in May. The food and energy categories
accounted for much of the increase in the headline index with jumps of 1.0 percent and 7.5 percent, respectively.
Excluding food and energy, prices rose 0.7 percent, exceeding the expected increase of 0.5 percent and leaving a
year-over-year advance of 5.9 percent, down one tick from the reading in May.

Rental rates stood out in the core component, as rent of primary residence jumped 0.8 percent, the sharpest
increase since rapid advances first became apparent last fall. Owners’ equivalent rent rose 0.7 percent, also the
sharpest change in the current cycle. Some areas that showed hints of easing in recent months resumed upward
marches in June. Tickets to sporting events, for example, rose 2.9 percent after declining in the prior three months,
and prices of used motor vehicles rose for the second consecutive month after declining in the prior three. Prices of
new vehicles seemed to be stabilizing late last year and in the early months of this year, but they have resumed
their climb in the past three months. The cost of medical care was generally quiet during the worst of the pandemic,
but expenses have been climbing since late last year.

Interestingly, travel-related expenses eased during June, as airfares fell 1.8 percent and charges for renting a
motor vehicle fell 2.2 percent. The cost of a hotel stay fell 3.3 percent. These areas, however, had room to decline,
as they had climbed to sky-high levels in prior months. The absolute costs of these services in June remained well
above pre-pandemic levels.

The CPI for June leaves little doubt about the outcome of the July 27 meeting of the Federal Open Market
Committee. Fed Officials will most likely adopt another 75 basis point increase in the federal funds rate.

Headline CPI Core CPI

Percent change Percent change
1.2 0.9

12-month 0.6 4
moving 1[?:\'[?:“‘
0.6 - average 9

09 - I
i i
N average
- J 03 ] J |
1 - “" -"||||||I|H HI ittt
oo LTI Al | I TINHTTA s rt i L
N 1] L

-0.3 -
0.6
-0.9 - -0.6 -
19-Jan 20-Jan 21-Jan 22-Jan 19-Jan 20-Jan 21-Jan 22-Jan
Source: Bureau of Labor Statistics via Haver Analytics Source: Bureau of Labor Statistics via Haver Analytics

This report is issued by Daiwa Securities Group Inc. through its relevant group companies. Daiwa Securities Group Inc. is the global brand name of Daiwa Securities Co.
Ltd., Tokyo (“Daiwa Securities”) and its subsidiaries worldwide that are authorized to do business within their respective jurisdictions. These include: Daiwa Capital Markets
Hong Kong Ltd. (Hong Kong), regulated by the Hong Kong Securities and Futures Commission, Daiwa Capital Markets Europe Limited (London), regulated by the Financial
Conduct Authority and a member of the London Stock Exchange, and Daiwa Capital Markets America Inc. (New York), a U.S. brokerdealer registered with the U.S.
Securities and Exchange Commission, a futures commission merchant regulated by the U.S. Commodity Futures Trading Commission, and a primary dealer in U.S.
government securities. The data contained in this report were taken from statistical services, reports in our possession, and from other sources believed to be reliable. The
opinions and estimates expressed are our own, and we make no representation or guarantee either as to accuracy, completeness or as to the existence of other facts or
interpretations that might be significant.



