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US INFLATION: PAST THE PEAK, BUT THEN WHAT?

In April, US inflation, as measured by the consumer price index 
(CPI), eased to 8.3% year-on-year (yoy) from 8.5% in March. Also 
core inflation, which excludes energy and food, fell to 6.2%. 
Nonetheless, inflation remains well above the Federal Reserve’s 
2% objective.

Many commentators note the risk that policymakers have lost 
control of inflation. They believe that high commodity prices 
and persistent bottlenecks in global supply chains will keep 
inflation high for a long time, forcing the Fed to raise interest 
rates aggressively.

In this edition of Infocus we analyse the impact of four factors 
on the inflation outlook in coming months:

1.	 the base effect;
2.	 	the prices of food and energy raw materials;
3.	 supply chain bottlenecks;
4.	 	the real estate market.

 
The base effect is expected to lower inflation, measured as 
the change in prices over twelve months, over the next few 
months. The change in annual inflation from month to month is 
approximately equal to the difference between the new monthly 
price change and that recorded in the same period twelve 
months earlier. The stronger the monthly rates of inflation 
over the past twelve months, the more likely it is that annual 
inflation will decline when they drop out of the calculation. This 

US inflation appears finally to have peaked, but how quickly will it decline in coming 
months? Commodity prices remain high and global supply chain bottlenecks are still 
evident. In this edition of Infocus, GianLuigi Mandruzzato looks at the factors that will 
influence US inflation in the near term. 

is the current case: the average monthly increase in the CPI in 
the period May 2021-March 2022 was 0.7%, much higher than the 
0.2% recorded since 1990 (see F‌igure 1). This strong base effect 
points to lower inflation in the coming months.

However, the favourable base effect is no guarantee that 
inflation will fall quickly. Consider the recent increases in energy 
and food prices: these explain a large part of the rise in inflation 
and their contribution is expected to moderate in the future. Yet 
despite this benign medium-term outlook, the war in Ukraine 
has resulted in commodity prices remaining higher for longer. 
The WTI oil price remains above USD 100 per barrel, the gasoline 
price set a new all-time high of USD4.33 per gallon and the 
price of US natural gas has tripled since the beginning of 2021 
(see F‌igure 2). In addition, the Bloomberg index of agricultural 
commodity prices has increased by 25% since the beginning 
of the year and remains at its highest level since 2014. There 
is clearly a risk that energy and food prices will remain at high 
levels in the coming months, limiting the decline in inflation 
during the rest of the year.

Sources: Refinitiv and EFGAM calculations. Data as at 11 May 2022.
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Sources: Refinitiv and EFGAM calculations. Data as at 11 May 2022.
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Another factor that could slow the decline in inflation is the 
persistence of global supply chain bottlenecks. The new 
anti-Covid lockdowns in China since last March have again 
lengthened the delivery times of manufactured goods, as 
reflected in the lower PMI sub-index (see F‌igure 3).1 Falling PMI 
delivery times correspond with increases in the Global Supply 
Chain Pressure Index (GSCPI) developed by the Federal Reserve 

1	 Following the analysis of the Federal Reserve Bank of New York, the average of the PMI delivery times index for China, eurozone, Japan, South Korea, Taiwan, 
UK and US is used. 
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index, which was only 6% yoy at the beginning of 2020, has been 
above 18% yoy since May 2021.

Bank of New York, which is positively correlated with the US 
inflation rate.2 

2	 See Stefan Gerlach 'Supply chains and US inflation', EFG Infocus 14 February 2022..

3. PMI delivery times and New York Fed GSCPI 5. House prices and CPI shelter 

6. Main contributions to US CPI inflation (year-on-year) 

4. Retailers' inventories remain low 

Sources: Refinitiv and EFGAM calculations. Data as at 11 May 2022.
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The difficulties in supplying retailers with goods are also 
apparent from the low inventory-to-sales ratio (see F‌igure 4). 
The low level of inventories risks further fuelling the demand for 
manufactured goods, potentially stressing global supply chains 
and pushing the prices of goods higher. This is particularly 
evident in the automotive sector and suggests that tensions in 
used car prices may return despite recent declines. 

Sources: Refinitiv and EFGAM calculations. Data as at 11 May 2022.
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Turning to our fourth factor, rising house prices in the US 
are symptomatic of the effects of supply shortages. The 
combination of anti-covid measures and delays in the delivery 
of building materials alongside the increase in demand resulting 
from low interest rates and high savings has reduced the stock 
of houses available on the market. As a ratio to monthly sales, 
the stock of houses for sale covers less than three months, a 
level not seen even at the dawn of the housing bubble in 2005. 
Unsurprisingly, house prices have risen: the annual growth of 
the Office of Federal Housing Enterprise Oversight house price 

Sources: Refinitiv and EFGAM calculations. Data as at 11 May 2022.
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House prices lead by about 12 months the shelter component 
of the CPI, which constitutes about a third of the US CPI basket 
(see F‌igure 5). The historical relationship suggests that the 
increase in the price of shelter will approach 7% yoy at the 
beginning of 2023 and that its contribution to overall inflation 
will rise by more than half a percentage point to about 2.2%.

In conclusion, the April decline in US inflation suggests that 
the peak is finally behind us. However, the short-term scenario 
for prices remains uncertain and several factors suggest that 
inflation, while moderating, will stay high for the remainder 
of 2022 and in early 2023 (see F‌igure 6). There is a risk that 
the Federal Reserve's March projections are overly optimistic 
regarding the anticipated decline in the inflation rate by the end 
of 2022.

Sources: Refinitiv and EFGAM calculations. Data as at 11 May 2022.
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Important Information

The value of investments and the income derived from them can fall as 
well as rise, and past performance is no indicator of future performance. 
Investment products may be subject to investment risks involving, but not 
limited to, possible loss of all or part of the principal invested. 

This document does not constitute and shall not be construed as a prospectus, 
advertisement, public offering or placement of, nor a recommendation to buy, sell, hold or 
solicit, any investment, security, other financial instrument or other product or service. It is 
not intended to be a final representation of the terms and conditions of any investment, 
security, other financial instrument or other product or service. This document is for 
general information only and is not intended as investment advice or any other specific 
recommendation as to any particular course of action or inaction. The information in this 
document does not take into account the specific investment objectives, financial situation 
or particular needs of the recipient. You should seek your own professional advice suitable to 
your particular circumstances prior to making any investment or if you are in doubt as to the 
information in this document. 
Although information in this document has been obtained from sources believed to 
be reliable, no member of the EFG group represents or warrants its accuracy, and such 
information may be incomplete or condensed. Any opinions in this document are subject 
to change without notice. This document may contain personal opinions which do not 
necessarily reflect the position of any member of the EFG group. To the fullest extent 
permissible by law, no member of the EFG group shall be responsible for the consequences 
of any errors or omissions herein, or reliance upon any opinion or statement contained 
herein, and each member of the EFG group expressly disclaims any liability, including (without 
limitation) liability for incidental or consequential damages, arising from the same or resulting 
from any action or inaction on the part of the recipient in reliance on this document. 
The availability of this document in any jurisdiction or country may be contrary to local 
law or regulation and persons who come into possession of this document should inform 
themselves of and observe any restrictions. This document may not be reproduced, disclosed 
or distributed (in whole or in part) to any other person without prior written permission from 
an authorised member of the EFG group. 
This document has been produced by EFG Asset Management (UK) Limited for use by the 
EFG group and the worldwide subsidiaries and affiliates within the EFG group. EFG Asset 
Management (UK) Limited is authorised and regulated by the UK Financial Conduct Authority, 
registered no. 7389746. Registered address: EFG Asset Management (UK) Limited, Leconfield 
House, Curzon Street, London W1J 5JB, United Kingdom, telephone +44 (0)20 7491 9111. 

If you have received this document from any affiliate or branch referred to below, 
please note the following:
 
Information for investors in Australia:
This document has been prepared and issued by EFG Asset Management (UK) Limited, a private 
limited company with registered number 7389746 and with its registered office address at 
Leconfield House, Curzon Street, London W1J 5JB (telephone number +44 (0)20 7491 9111). EFG 
Asset Management (UK) Limited is regulated and authorized by the Financial Conduct Authority 
No. 536771. EFG Asset Management (UK) Limited is exempt from the requirement to hold an 
Australian financial services licence in respect of the financial services it provides to wholesale 
clients in Australia and is authorised and regulated by the Financial Conduct Authority of the 
United Kingdom (FCA Registration No. 536771) under the laws of the United Kingdom which 
differ from Australian laws. This document is confidential and intended solely for the use of the 
person to whom it is given or sent and may not be reproduced, in whole or in part, to any other 
person.
ASIC Class Order CO 03/1099
EFG Asset Management (UK) Limited notifies you that it is relying on the Australian Securities & 
Investments Commission (ASIC) Class Order CO 03/1099 (Class Order) exemption (as extended in 
operation by ASIC Corporations (Repeal and Transitional Instrument 2016/396) for UK Financial 
Conduct Authority (FCA) regulated firms which exempts it from the requirement to hold an 
Australian financial services licence (AFSL) under the Corporations Act 2001 (Cth) (Corporations 
Act) in respect of the financial services we provide to you.
UK Regulatory Requirements
The financial services that we provide to you are regulated by the FCA under the laws and 
regulatory requirements of the United Kingdom which are different to Australia. Consequently 
any offer or other documentation that you receive from us in the course of us providing 
financial services to you will be prepared in accordance with those laws and regulatory 
requirements. The UK regulatory requirements refer to legislation, rules enacted pursuant to the 
legislation and any other relevant policies or documents issued by the FCA.
Your Status as a Wholesale Client
In order that we may provide financial services to you, and for us to comply with the Class Order, 
you must be a ‘wholesale client’ within the meaning given by section 761G of the Corporations 
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• warrant to us that you are a ‘wholesale client’;
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