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Sticky US inflation points to a more
cautious Fed in 2025
US core inflation posted a fourth consecutive 0.3% print, showing that
progress towards the Fed inflation goal has clearly stalled.
Nonetheless, the Fed's favoured measure of inflation is doing a little
better and the jobs market is cooling. We look for another 25bp Fed
cut next week, but new Fed forecasts should show a shallower series
of cuts in 2025

US core CPI in
November came in at
0.3% month-on-
month, with upside
pressure from new and
used vehicles

3.3% YoY Annual rate of core inflation

As expected

Inflation remains too hot for comfort
US core CPI in November has come in at 0.3% month-on-month, as expected, and headline has
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done likewise. The year-on-year headline rate ticks up to 2.7% from 2.6% while the annual core
rate has remained at 3.3%. The details show housing looking a little more benign with owners'
equivalent rent and primary rents coming in at a pleasing 0.2% MoM, apparel posting a similar
increase and education and communication prices falling 0.4% MoM. The upside pressure largely
came from vehicle prices with new vehicles rising 0.6% MoM and used vehicles jumping 2% MoM
after a 2.7% increase in October. Most other components came in at around 0.3%.

US core CPI metrics

Source: Macrobond

Fed to cut more cautiously from now on
This is the fourth consecutive 0.3% MoM print and as the chart above shows, the annual inflation
rate has stalled at just above 3% for the past six months while the 3M annualised rate has picked
up markedly since the summer. To be confident inflation will return to the 2% YoY target we need
to see the MoM rate (blue bars) track at 0.17% MoM over time (the black line). It is simply too hot
right now. That said, with PPI expected to post a 0.2% increase tomorrow we should be on course
for a 0.2% MoM print for the Fed's favored inflation measure the core PCE deflator next week.

In terms of implication for policy, the jobs market is cooling and the Federal Reserve repeatedly
acknowledges that monetary policy is still in restrictive territory. As such, the Fed appears happy
to gradually move policy closer to the neutral level of around 3% and we expect another 25bp rate
cut next week. However, the lack of meaningful progress on inflation means that in their summary
of economic projections, officials are likely to signal just three rate cuts in 2025 versus the four
they projected in September.
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Disclaimer
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(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
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as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
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the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.
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