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Current conditions
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Quick overview

= Growth slowing from 2018’s above-trend pace.

= Consumer spending, labor market remain very strong; manufacturing
and investment have been weak.

= Headwinds of slowing overseas growth and trade policy uncertainty.

= [nflation has fallen below two percent driven by temporary factors, and
should gradually rise toward 2 percent.
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2019Q1 growth was strong due to components
unlikely to persist

Contributions to real growth,
annual rate, percentage points
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Consumer confidence remains elevated
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Payroll growth running well above range consistent
with stable unemployment
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Unemployment rate below policymakers’ long-run

projection
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Wage growth has moved sideways so far in 2019, still
near expansion highs

Percent, year-over-year
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ISM purchasing manager surveys show
deceleration, particularly in manufacturing
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Foreign outlook signals slower growth

Diffusion index,
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Trade policy uncertainty at highest level since the
run-up to NAFTA

—Trade policy uncertainty index
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Headline inflation below target due to temporary
factors, trimmed mean on target
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The Dallas Fed’s trimmed mean PCE inflation
measure

= Unlike “ex food and energy,”
trimmed mean doesn’t always
exclude the same set of items

= Not all F&E volatile, not all
volatile items are F&E

= We trim out the most extreme
price movements, whatever the
items, then aggregate

= Proven to be good gauge of
underlying inflation trends
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Trimmed Mean PCE Inflation Rate

The Trimmed Mean PCE inflation rate is an alternative measure of core inflation in the price

index for personal consumption expenditures (PCE). It is calculated by staff at the Dallas Fed,
using data from the Bureau of Economic Analysis (BEA)

Current Report
January z018

The Trimmed Mean PCE inflation rate for January was an annualized 2.7 percent. According to the
BEA, the overall PCE inflation rate for January was 4.5 percent, annualized, while the inflation rate
for PCE excluding food and energy was 3.3 percent.

The tables below present data on the Trimmed Mean PCE inflation rate and, for comparison, overall
PCEinflation and the inflation rate for PCE excluding food and energy. The tables give annualized
one-month, six-month and 12-month inflation rates.

One-month PCE inflation, annual rate

Aug-17 Sep-17 Oct-17 Nov-17 Dec-17 Jan-18

PCE 26 4.9 1.8 25 1.8 4.5

PCE ex F&E 1.3 18 29 0.9 2.0 33
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The view from the FOMC: 2019 and beyond

= At four of the eight FOMC meetings — March, June, September, and

December — members give projections for GDP, unemployment and
inflation over the coming two or three years

= As of June, FOMC members saw:

= GDP growth decelerating from 3.2 to 2.1 percent from 2018 to
2019 and then stabilizing

= Unemployment remaining near 3.6 percent

= [nflation returning to near 2 percent in 2020 after temporary
effects in 2019 subside
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GDP growth expected to slow toward long-run
potential rate
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Unemployment rate expected to be flat
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Inflation expected to eventually rebound
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A new source for analysis & research:
Dallas Fed Economics

Research . Banking . Commamity Developrment . Educationand Outreach . AboutUs . ETTEE Y

= Digital content stream with o PP
analysis, research from Dallas @-c e‘nan ICS

and insights from the Federal Reserve Bank of Dallas

Fed economists —
= National, international, regional

Regional
Not Everything Is Bigger in Texas: The Varied Fortunes of

= New posts each week Four Smalle Metros

= Follow @DallasFed on Twitter
to see when new material posts

Dallas Fed Energy Survey
Suggests Oil Price Drop Won't
Cause Sector Collapse in 2019

Changes in Labor Force
Participation Help Explain
Recent Job Gains

¥ : fichael . Plante and Konal Patel
The U.S. labor force pamc—pam rate decined  Follow 5 ‘3 in 2012, will US. i
following the Great Recession to a low of 62.3 P oduc h d educe Eaplt_al .
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Thanks for your attention!
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