
 

 

Inflation Remains Subdued. The Bureau of Labor Statistics reported that the Con-
sumer Price Index for All Urban Consumers (CPI-U), a key measure of inflation, rose by 0.1 
percent in March. Core CPI-U, which excludes the food and energy categories and is a less 
volatile measure of inflation, remained unchanged in March relative to February. This fol-
lows the general pattern of low inflation that has persisted since the start of the recession, 
and projections by the Administration, the Federal Reserve, and the Congressional Budget 
Office all suggest that inflation will remain low at least through 2012. The low inflation 
reading should allay concerns that the economy is in danger of experiencing high levels of 
inflation that may cause the Fed to raise the federal funds rate sooner than otherwise ex-
pected.  However, many economists remained concerned about the potential impact of oil 
price rises on inflation and the nascent recovery.   

Retail Sales Picking Up. 
Retail and food service sales 
rose by 1.6 percent in March, 
according to advance estimates 
released by the Census Bureau. 
The total sales of $363.2 billion 
in March was 7.6 percent higher 
than sales were in March 2009. 
The Census Bureau also revised 
its February sales growth esti-
mate from 0.3 percent to 0.5 
percent. Among the categories 
of products whose sales grew in 
March relative to February were 
motor vehicles and parts (up 7.6 
percent), building materials and 
supplies (up 3.1 percent), and 
furniture and home furnishings 
(up 1.6 percent). The sales growth in those last two sectors is consistent with the end of the 
decline in demand for housing, which seems to have stabilized in the past few months.  
Even excluding sales of motor vehicles and parts, retail and food service sales grew by 0.6 
percent.  
 
Housing Starts Increase Overall, But Decrease For Single-Family Homes.   
The number of new housing units started in March increased for the third consecutive 
month by 1.6 percent.  The annualized number of new housing units started, seasonally 
adjusted, is now 626,000 units, the highest since November 2008 but well below the peak 
of 2.3 million housing units started at the height of the housing boom. However, March’s 
increase in housing starts was driven by new multi-family dwelling units, which are much 
more volatile than single-family housing units.  The number of multi-family dwelling units 
started in March increased by 18.8 percent while the number of single-family houses de-
clined by almost 1 percent.  On the housing demand side, home builders are hoping for 
strong sales in April as the first-time home buyer tax credit is set to expire at the end of the 
month. 

INFLATION REMAINS LOW AS RETAIL SALES AND HOUSING STARTS 
RISE 
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Inflation Pressures Remain Subdued
Monthly percentage change in CPI-U and "Core" CPI

Source: Bureau of Labor Statistics.

Rises in CPI-U driven by 
increases in retail gasoline 

and diesel prices.
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