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Has Peak Inflation Come 
and Gone?

October 2022 
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2Source: U.S. Bureau of Labor Statistics, Haver Analytics; Data through Jul 2022

You may have heard about that inflation thing.
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The breadth of the price acceleration has been remarkable.

Sources: Bureau of Labor Statistics; authors’ calculations
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4
Source: See the Federal Reserve Bank (FRB) of Atlanta Underlying Inflation Dashboard: https://www.frbatlanta.org/research/inflationproject/underlying-inflation-
dashboard

Inflation Measure Aug 2021 Aug 2022(12-month) Growth Rate
Core PCE Index
Market-Based PCE Index

FRB Dallas Trimmed-Mean Index

FRB San Francisco Cyclical Core PCE Index

Stock and Watson Cyclically Sensitive Inflation

Core CPI
FRB Cleveland Median CPI

FRB Cleveland 16% Trimmed-Mean CPI

FRB Atlanta Sticky-Price CPI

Most measures still say:  The inflation trend is too much.

The Atlanta Fed Inflation Dashboard

https://www.frbatlanta.org/research/inflationproject/underlying-inflation-dashboard


NONCONFIDENTIAL // EXTERNALThe latest inflation outlook, from the Federal Open Market 
Committee.
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increase in the policy interest rate.
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7Source: Federal Reserve Bank of Chicago   

Financial conditions have tightened, but probably not quite enough 
yet.
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NONCONFIDENTIAL // EXTERNALThe impact of tighter monetary policy in interest rate sensitive 
sectors such as housing is showing up…
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NONCONFIDENTIAL // EXTERNALThere are still more than 2 job vacancies for every unemployed job 
seeker.
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… but hopes of a “soft landing” have not yet faded.
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What needs to go right?

1. Supply constraints have to continue 
easing.



NONCONFIDENTIAL // EXTERNALThough we hear of some progress in pockets, broad-based 
improvement is still unclear.
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What needs to go right?

1. Supply constraints have to continue easing.
2. On energy prices, history can’t repeat itself.
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A few breaks on the commodity front will help.
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US gas prices have stayed relatively low compared to the EU
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What needs to go right?

1. Supply constraints have to continue easing.
2. On energy prices, history can’t repeat itself.
3. Labor supply needs to keep growing…



NONCONFIDENTIAL // EXTERNALOverall, the imbalance between labor supply and demand is still 
large.
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NONCONFIDENTIAL // EXTERNALWe have finally recovered the jobs lost due to Covid, but the 
recovery has not been even.
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NONCONFIDENTIAL // EXTERNALLabor force participation rates would seem to suggest some room 
to move in labor markets…
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NONCONFIDENTIAL // EXTERNAL… but the “prime-age” participation rate has recovered to levels that 
prevailed for most of 2019.
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NONCONFIDENTIAL // EXTERNALThe foreign-born working-age population is still shy of the decade-
long pre-pandemic trend.
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What needs to go right?

1. Supply constraints have to continue easing.
2. On energy prices, history can’t repeat itself.
3. Labor supply needs to keep growing…but it 

probably needs to happen without accelerating 
wage pressure.



NONCONFIDENTIAL // EXTERNALWages are rising, but not when adjusting for inflation: Is a catch-up 
in the cards?
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Source: U.S. Bureau of Labor Statistics.  Data through Sep 2022 (Quarterly five-year moving average)

Unfortunately, productivity is waning and labor costs are waxing.
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What needs to go right?

1. Supply constraints have to continue easing.
2. On energy prices, history can’t repeat itself.
3. Labor supply needs to keep growing…but it 

probably needs to happen without accelerating 
wage pressure.

4.  Demand has to moderate (but not too much).



NONCONFIDENTIAL // EXTERNALReal personal income has not been growing – real consumer 
spending has, but only slowly.
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The elevated personal savings rate is not so elevated anymore.
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The pivot to services consumption continues… 

28

70

80

90

100

110

120

130

140

Mar-20 May-20 Jul-20 Sep-20 Nov-20 Jan-21 Mar-21 May-21 Jul-21 Sep-21 Nov-21 Jan-22 Mar-22 May-22 Jul-22

Real Personal Consumption Expenditures

Real PCE: Durable Goods

Real PCE: Nondurable Goods

Real PCE: Services

Source: Bureau of Economic Analysis

Index: Feb 2020 = 100



NONCONFIDENTIAL // EXTERNAL… but goods inflation has not declined to pre-pandemic levels while 
services inflation has jumped.
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What needs to go right?
1. Supply constraints have to ease.
2. On energy prices, history can’t repeat itself.
3. Labor supply needs to keep growing…but it 

probably needs to happen without accelerating 
wage pressure.

4. Demand has to moderate (but not too much).
5. Inflation cannot become a self-fulfilling 

prophecy.
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Near-term inflation expectations are still quite elevated.

0

50

100

150

200

250

Aug-14 Aug-15 Aug-16 Aug-17 Aug-18 Aug-19 Aug-20 Aug-21 Aug-22

Inflation Expectations

UMich: Expected Inflation Rate, Next Year (%)

FRBNY: Inflation Expectations: Median One-Year Ahead Expected Inflation Rate (%)

Atlanta Fed BIE: Expected Change to Unit Costs over Next 12 Months: Mean (%)



NONCONFIDENTIAL // EXTERNALLonger-term inflation expectations have been more muted, but are 
drifting up.
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What needs to go right?
1. Supply constraints have to ease.
2. On energy prices, history can’t repeat itself.
3. Labor supply needs to keep growing…but it 

probably needs to happen without accelerating 
wage pressure.

4. Demand has to moderate (but not too much).
5. Inflation cannot become a self-fulfilling 

prophecy.
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