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The Day Ahead: Producer Prices Surge, Complicating The
Rate Cut Outlook

There's no question that today's Producer Price Index came in surprisingly hot. Both the
headline and core numbers were 0.9% vs forecasts of 0.2%. The biggest impact came from
"trade services" which speaks to wholesalers and retailers marking up margins. There were
similar anecdotes in other categories with BLS specifically calling out machinery/equipment,
portfolio management, and vegetables. This was enough to erase a moderate overnight rally
and cause some weakness in bonds, but it's not nearly as big of a reaction as we'd be seeing if
Tuesday's CPI reported a similar beat. PPl is a much more volatile data series and the

components that flow through to PCE inflation suggest a smaller spike in consumer inflation.

Nonetheless, upward movement in consumer inflation is eroding some of the recent
improvement in Fed rate cut expectations.

PPI for final demand, 1-month percent change, seasonally adjusted

— Total — Total less foods, energy, and trade services — Goods
— Foods  —— Energy —— Goods less foods and energy ~ —— Services
— Trade = Transportation and warehousing
Percent — Services less trade, transportation, and warehousing

1.0

0.5

0.0

-0.3

-1.0

2014 2016 2018 2020 2022 2024

Bill Hills | Loans to
$30MM

Senior Originator,
Interconnect Mortgage, Inc.
FloridaLuxurylLending.com
M:(847) 830-2312

billhills@interconnectmortgage.co
m

5220 Hood Rd
Palm Beach Gardens Florida
33418

NMLS# 843018
Equal Housing Opportunity

‘ r INTERCONMECT
MORTGAGE

© MBS Live, LLC. All rights reserved. This newsletter is a service of MBS Live.


http://floridaluxurylending.com
http://floridaluxurylending.com
http://floridaluxurylending.com
tel:(847)%20830-2312
mailto:billhills@interconnectmortgage.com
https://www.google.com/maps/search/?api=1&query=5220+Hood+Rd+Ste+110+Palm+Beach+Gardens+Florida+33418
http://floridaluxurylending.com
https://app.mbslive.net/asset/689df940fa7cd49d1f8ff3b0
http://www.mbslive.net

PPI for final demand, 1-month percent change, seasonally adjusted

— Goods

— Tota — Total less fo
— Foods Services

Percent
Services

July 2025: 1.1%
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