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Inflation Moving Closer to Target

The Fed’s preferred metric of inflation could hit 2% by H2 2024.

Source: BEA, Haver, SMBC Nikko
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On the Mark

While the funds rate is much higher, the Fed’s March 2022 projection looks prescient. 

Source: FRB, BEA, Haver, SMBC Nikko
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A Big Increase in Available Units

A record amount of rental supply is ready to hit the market. 

Source: Census, Haver, SMBC Nikko
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Rental Prices on the Precipice

The biggest subcomponent of inflation is poised to collapse

Source: BLS, Haver, SMBC Nikko
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Excess Factory Slack

Capacity utilization continues to trend lower as manufacturing remains mired in recession. 

Source: FBR, Haver, SMBC NIkko
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Broad-based Weakness

Weakening global demand has weighed on commodity prices.

Source: Bloomberg, SMBC Nikko
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Wholesale Price Disinflation

The producer price index (PPI) points to a sharply lower rate of core consumer inflation. 

Source: BLS, Haver, SMBC Nikko
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The Powell Metric

While elevated, measures of “super” core inflation continue to trend lower.

Source: BEA, BLS, Haver, SMBC Nikko
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Rolling Over

Importantly, the PPI tells us Powell’s preferred inflation metric is going lower

Source: BLS, BEA, Haver, SMBC Nikko

0

2

4

6

8

10

0

2

4

6

8

10

11 12 13 14 15 16 17 18 19 20 21 22 23 24

PPI: Final Demand Finished Services PCE Supercore

%
 Y

o
Y

%
Y

o
Y



10

Fixing Bottlenecks and Supply Constraints

Acyclical prices are slowing while supply chain pressures have dissipated.

Source: FRBSF, FRBNY, Haver, SMBC Nikko
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Importing Deflation

The US continues to import deflation from China, which will lead to falling US goods prices.

Source: BLS, Haver, SMBC Nikko
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1970s Style Pass-Thru

Soaring energy costs fed through the rest of the economy, pushing core inflation higher.

Source: BLS, Haver, SMBC Nikko
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Uncanny Parallel?

On the surface, the current trend in inflation resembles that of the early 1970s

Source: BLS, Haver, SMBC Nikko
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A Better Example

But the period before and after the Second World War may be more apropos. 

Source: BLS, Haver, SMBC Nikko
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Wage Inflation in Reverse

With the quits rate back to 2018 levels, wage growth has room to fall a lot more.

Source: BLS, Haver, SMBC Nikko
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Disclaimers

This document is provided by SMBC Group (including, collectively or individually, Sumitomo Mitsui Banking Corporation, SMBC Nikko Securities 
America, Inc., and their affiliates, as applicable) for informational purposes only, solely for use by the client(s) or potential client(s) to whom such 
document is directly addressed and delivered. This document was prepared by SMBC Group’s economist(s).   

This document has been prepared for and is directed at institutional investors and other market professionals, and is not intended for use by retail 
customers.  It does not take into account any specific investment objective, financial situation, or particular need of any recipient.  The information 
contained herein should, for whatever purpose, be used solely at the discretion and responsibility of the recipient. SMBC Group does not accept any 
liability or responsibility for any results in connection with the use of such information.  Recipients are responsible for making final investment 
decisions and should do so at their own discretion following their own independent analysis and assessment of the merits of any transaction prior to 
execution, after conducting a careful examination of all documentation delivered, explanatory documents pertaining to listed securities, prospectuses, 
and other relevant documents. The financial instruments discussed may be speculative and may involve risks to principal and interest.

Conflicts of Interest Disclosures

The views, statements, assumptions and forecasts expressed herein may differ from those expressed in globally branded research produced by 
SMBC Group. The trading desks of SMBC Group trade or may trade as principal in the financial instruments that are the subject of this material, and 
the author(s) of this document may have consulted with the trading desks while preparing this document. The proprietary interests of SMBC Group 
may conflict with those of the recipient.  SMBC Group may seek to do business with the companies mentioned in this material and the trading desks 
may accumulate, be in the process of accumulating or have accumulated, long or short positions in the financial instruments mentioned and may 
have acquired them at prices no longer available. The trading desks may also have or take positions inconsistent with the views expressed in this 
document or may have already traded on those views.  

This material is not a research report, and neither this material nor its author(s) is subject to policies and procedures that apply to the globally 
branded research reports and research analysts of SMBC Group or to legal requirements designed to promote the independence of investment 
research. It is not subject to any prohibition on dealing ahead of the dissemination of investment research. This means that on the date of this 
document, SMBC Group, and its directors, representatives, or employees, may have a long or short position in any of the instruments mentioned in 
this document and may make a market or trade in instruments economically related to the securities, derivatives or other underlying assets 
mentioned herein, in each case either as principal or as agent.

No part of the author(s) compensation was, is, or will be, directly or indirectly related to the specific recommendations or views expressed herein.
The personal views of authors may differ from one another.

This document is the property of SMBC Group, subject to copyright. Any reproduction of this document, in whole or in part, is prohibited, and you
may not release this document to any person, except to your advisors and professionals to assist you in evaluating the document, provided that they
are obligated, by law or agreement, to keep the document confidential. Distribution, possession or delivery of this document in, to or from certain
jurisdictions may be restricted or prohibited by law. Recipients of this document are required to inform themselves of and comply with all such
restrictions or prohibitions.

© 2024 SMBC Group. All rights reserved.
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