
An eye-popping headline for June’s consumer price index, which nearly doubled 
forecasts with a +0.9% print that was the largest increase since June 2008. Over 
the last 12 months, the all items CPI is up +5.4%. The core rate, excluding food and 
energy, matched the headline’s monthly +0.9% increase while the year-over-year 
core was up a slightly more restrained +4.5%. Still, that was the largest 12-month 
change in the core rate since 1991. Base effects do account for some of the year-
over-year change, but the monthly gains continue to be driven by transportation, 
supply bottlenecks, and other reopening related factors.

The most obvious of these is automobiles. New car prices surged 2% in June alone 
as the chip shortage has depleted inventories and given dealers pricing power. 
That, in turn, has impacted used car and truck prices which have logged three 
straight months of massive gains, +10%, +7.3%, and +10.5% for April, May and June, 
respectively. June’s increase in used car prices was the largest ever reported, going 
back to 1953, and accounted for more than one-third of the headline CPI increase. 
Over the last 12 months, used car prices have shot up +45.2%. Car rental prices have 
exhibited a similar pattern and are up +87.7% over the last year. While somewhat 
shocking to see, these gains are clearly related to base effects and supply chain 
issues. They are very likely transitory factors that should fade in the months ahead, 
but the longer they persist the more concerning they become.

Base effects and reopening trends are all over this month’s report. Gasoline has risen 
+45.1% in the past year and was the main driver behind a +24.5% gain in the energy 
index. The travel industry is straining with the surge in demand and prices reflect it 
with airfares rising +2.7% in June; car rental prices up +5.2%; and lodging away from 
home +7%. Food away from home rose +0.7% last month and is up +4.2% over the 
last year, the largest yearly gain since 2009 as restaurants are no doubt raising prices 
in an attempt to offset higher labor costs.

Inflation Indicators (Year-Over-Year Percent Change)
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June’s increase in used car prices was 
the largest ever reported, going back 
to 1953, and accounted for more 
than one-third of the headline CPI 
increase.

Food away from home rose +0.7% 
last month and is up +4.2% over the 
last year, the largest yearly gain since 
2009 as restaurants are no doubt 
raising prices in an attempt to offset 
higher labor costs.
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While it’s tempting to say all this is transitory and won’t last, there are signs of 
inflation broadening out as nearly every major category except medical care 
increased last month. Momentum is building as well. Over the last six months 
headline CPI is up at an annualized +7.3% pace and over the last three months it’s 
up 8.4% annualized. And yet, there is enough noise and enough readily explainable 
one-off items that it’s still difficult to tell for sure where inflation will head in the long 
run. That has muted the bond market’s reaction. Yields at the short end of the curve 
are slightly higher, presumably on the assumption that hotter inflation will garner 
a quicker reaction from the Fed. At the long end of the curve, however, yields have 
fallen, presumably on the assumption that recent inflation gains will prove transitory 
and that a quicker reaction from the Fed will ensure that’s the case.

Market Indications as of 10:31 A.M. Central Time 
DOW Down 44 to 34,952 (HIGH: 34,996) 

NASDAQ Up 67 to 14,800 (NEW HIGH) 

S&P 500 Up 2 to 4,387 (NEW HIGH) 

1-Yr T-bill current yield 0.07%; opening yield 0.06%

2-Yr T-note current yield 0.25%; opening yield 0.23%

3-Yr T-note current yield 0.46%; opening yield 0.42%

5-Yr T-note current yield 0.82%; opening yield 0.79%

10-Yr T-note current yield 1.36%; opening yield 1.36%

30-Yr T-bond current yield 1.97%; opening yield 1.99%

Economic Commentary

Page 2© 2021 Hilltop Securities Inc. | All rights reserved | MEMBER: NYSE/FINRA/SIPC

The paper/commentary was prepared by Hilltop Securities Asset Management (HSAM). It is intended for informational purposes 
only and does not constitute legal or investment advice, nor is it an offer or a solicitation of an offer to buy or sell any investment or 
other specific product. Information provided in this paper was obtained from sources that are believed to be reliable; however, it is not 
guaranteed to be correct, complete, or current, and is not intended to imply or establish standards of care applicable to any attorney 
or advisor in any particular circumstances. The statements within constitute the views of HTS and/or HSAM as of the date of the 
document and may differ from the views of other divisions/departments of affiliates Hilltop Securities Inc. In addition, the views are 
subject to change without notice. This paper represents historical information only and is not an indication of future performance. 
Sources available upon request.

Hilltop Securities Asset Management is an SEC-registered investment advisor. Hilltop Securities Inc. is a registered broker-dealer, 
registered investment adviser and municipal advisor firm that does not provide tax or legal advice. HTS and HSAM are wholly owned 
subsidiaries of Hilltop Holdings, Inc. (NYSE: HTH) located at 717 N. Harwood St., Suite 3400, Dallas, Texas 75201, (214) 859-1800, 
833-4HILLTOP.

While it’s tempting to say all this is 
transitory and won’t last, there are 
signs of inflation broadening out as 
nearly every major category except 
medical care increased last month.


