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Stocks rose last week despite mixed signals on inflation as 
investors kept one eye on the Fed’s September meeting.  

The Standard & Poor’s 500 Index advanced 0.94 percent, while 
the Nasdaq Composite Index added 0.81 percent. The Dow 
Jones Industrial Average rose 1.74 percent. The MSCI EAFE 
Index, which tracks developed overseas stock markets, increased 
2.16 percent.1,2 

Third Gain in Four Weeks 

Stocks posted modest losses to start the week as investors braced 
for July consumer inflation reports. The White House’s 
executive order on Monday extending the tariff deadline for 
China by 90 days failed to move markets in the other direction.3 

Stocks then staged a two-day rally following the latest 
Consumer Price Index (CPI) report, which showed July inflation 
held steady over the prior month—beating expectations. The 
inflation news led some investors to move into small-cap stocks, 
with the Russell 2000 Index of small-cap stocks rising 5 percent 
over Tuesday and Wednesday.4 

However, markets slipped Thursday as investors dug into the 
Producer Price Index (PPI) for July, which showed wholesale 
inflation hit a 3-year high last month; this was the third weekly 
gain in the past four weeks for each of the three major averages; 
the S&P and Nasdaq advanced four of the last five weeks.5,6,7 



 



 

A Mixed Inflation Story 

Inflation continues to give mixed signals, which can unsettle 
investors who anticipate the Fed adjusting rates at its September 
meeting. 

Last week’s CPI report showed that “headline” (retail) inflation 
held steady. Stocks rose in response, even though core 
inflation—excluding volatile food and energy prices—was 
hotter than economists expected.  

Two days later, the PPI report revealed that inflation began to 
creep into wholesale prices in July. Stocks fell in response as 
investors processed the conflicting reports.8,9 

This Week: Key Economic Data 

Monday: Homebuilder Confidence Index. 

Tuesday: Housing Starts. Building Permits. Federal Reserve 
Official Michelle Bowman speaks. 

Wednesday: Minutes from Fed’s FOMC July Meeting. Federal 
Reserve Official Christopher Waller and Atlanta Fed President 
Raphael Bostic speak. 

Thursday: Weekly Jobless Claims. Services & Manufacturing 
PMI Composite. Existing Home Sales. Leading Economic 
Indicators. 30-Year TIPS (Treasury Inflation-Protected 
Securities) Auction. Fed Balance Sheet. Atlanta Fed President 
Raphael Bostic speaks. 

Friday: Fed Chair Jerome Powell speaks. 



 

"Society was becoming more complicated, more riven with 
difference, more demanding of the state but less convinced that 
the state could deliver. What was left was a political system far 
weaker than anyone--even those committed to its renewal--was 
able to recognize." 

– Andrei Amalrik, Soviet Dissident in the 1960s 

 

The Bureau of Labor Statistics (BLS) divides all expenditures 
into eight categories and assigns a relative size to each. The BLS 
weighs these annually with the latest weighting taking place in 
December 2024. 

The first three categories follow the traditional order of urgency: 
food, shelter, and clothing, which account for over 60% of the 
index. Transportation comes before Medical Care, and 
Recreation precedes the lumped category of Education and 
Communication. Other Goods and Services refers to a bizarre 
grab-bag of odd fellows, including tobacco, cosmetics, financial 
services, and funeral expenses.  

Not surprisingly, Medical Care and Housing have been the 
fastest-growing categories, each growing more than 100% since 
the turn of the century. The Food and Beverage category is the  



 

other category up over 100%, in large part due to the steep spike 
in prices following the pandemic. At the opposite end is 
Apparel, which has deflated nearly 1% since 2000. Another 
unique feature of Apparel is its seasonal volatility. 

Transportation is the other category with high volatility — much 
more dramatic and irregular than the seasonality of Apparel. 
Transportation includes a wide range of subcategories, such as 
motor vehicles, fuel, parts/equipment, maintenance/repair, 
insurance, fees, airline fares, etc. The volatility is largely driven 
by the Motor Fuel subcategory.  

Unlike other spending categories, the BLS does not treat Energy 
as a standalone expenditure category. Instead, energy costs are 
distributed across Housing and Transportation expenses. Also, 
energy costs are indirectly reflected in expenditure changes for 
goods and services across the Consumer Price Index. 

The BLS does track Energy as a separate aggregate index, 
comprised of household energy under the "fuels and utilities" 
index (Housing category) and the motor fuels index 
(Transportation category). As of the latest weighing (December 
2024), Energy has been assigned a relative importance of 6.216 
out of 100. In other words, Uncle Sam calculates inflation on the 
assumption that energy in one form or another constitutes 6.2% 
of total expenditures, 3.0% goes to transportation fuels — 
mostly gasoline, and 3.2% goes to household energy — mostly 
electricity.  

The BLS weights College Tuition and Fees at 1.324% of the 
total expenditures. But for households with college-bound 
students, the relentless growth of tuition and fees can cripple 
budgets. The Education and Communication expenditure 
category is up nearly 200% since the turn of the century. The 
BLS calculates tuition based on sticker prices, which often  



 

doesn’t reflect the actual costs paid after financial aid and 
grants. A 2014 New York Times piece, How the Government 
Exaggerates the Cost of College, explains that the government 
data ignores financial-aid grants which substantially lowers the 
real cost to consumers.  

Economists and policymakers (e.g., the Federal Reserve) pay 
close attention to Core Inflation, which is the overall inflation 
rate excluding Food and Energy. Now this is a somewhat 
peculiar metric in that one of the exclusions, Energy, is an 
aggregate that combines specific pieces of two consumption 
categories: 1) Transportation fuels and 2) Housing fuels, gas, 
and electricity. The other, Food, is a major part of the Food and 
Beverage category. Interestingly, while the BLS excludes food 
and energy from Core Inflation, alcoholic beverages remain in 
the calculation. So, while your morning coffee isn’t included, 
your evening whiskey is. 

As of July 2025, the annualized rate of change for headline CPI 
is 2.70% while the annualized change for core CPI is 3.06%. 
However, the cumulative change in these series since 2000 is 
91.9% for headline CPI and 84.6% for core CPI. 

The universal response is to moan over price increases and take 
delight when prices are cheaper. But in reality, households vary 
dramatically in the impact that inflation has upon them. 

For example, when gasoline prices skyrocket, a two-earner 
suburban family with long car commutes suffers far more than 
the metro family with short subway commutes or remote 
workers with no commute. And the pain is even more extreme 
for low-income households whose grocery money shrinks when 
gas prices rise. And remember, Uncle Sam excludes energy 
costs from core inflation. Additionally, households with high  



 

medical costs are significantly more vulnerable than comparable 
households with low expenses in this category. 

One thing is certain: Inflation volatility hits hardest for lower-
income households, those on fixed incomes, and families with 
high costs in tuition, transportation, or medical care. And for 
those with little room in their budgets, discretionary spending 
often remains just a dream.10 
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Investing involves risks, and investment decisions should be based on your own goals, time horizon, and tolerance for risk. The return and 
principal value of investments will fluctuate as market conditions change. When sold, investments may be worth more or less than their original 
cost. 

The forecasts or forward-looking statements are based on assumptions, may not materialize, and are subject to revision without notice. 

The market indexes discussed are unmanaged, and generally, considered representative of their respective markets. Index performance is not 
indicative of the past performance of a particular investment. Indexes do not incur management fees, costs, and expenses. Individuals cannot 
directly invest in unmanaged indexes. Past performance does not guarantee future results. 

The Dow Jones Industrial Average is an unmanaged index that is generally considered representative of large-capitalization companies on the 
U.S. stock market. The Nasdaq Composite is an index of the common stocks and similar securities listed on the Nasdaq stock market and 
considered a broad indicator of the performance of stocks of technology and growth companies. The MSCI EAFE Index was created by Morgan 
Stanley Capital International (MSCI) and serves as a benchmark of the performance of major international equity markets, as represented by 21 
major MSCI indexes from Europe, Australia, and Southeast Asia. The S&P 500 Composite Index is an unmanaged group of securities that are 
considered to be representative of the stock market in general. 

U.S. Treasury Notes are guaranteed by the federal government as to the timely payment of principal and interest. However, if you sell a Treasury 
Note prior to maturity, it may be worth more or less than the original price paid. Fixed income investments are subject to various risks including 
changes in interest rates, credit quality, inflation risk, market valuations, prepayments, corporate events, tax ramifications and other factors. 

International investments carry additional risks, which include differences in financial reporting standards, currency exchange rates, political risks 
unique to a specific country, foreign taxes and regulations, and the potential for illiquid markets. These factors may result in greater share price 
volatility. 

Please consult your financial professional for additional information. 

This content is developed from sources believed to be providing accurate information. The information in this material is not intended as tax or legal 
advice. Please consult legal or tax professionals for specific information regarding your individual situation. This material was developed and produced by 
FMG Suite to provide information on a topic that may be of interest. FMG is not affiliated with the named representative, financial professional, Registered 



Investment Advisor, Broker-Dealer, nor state- or SEC-registered investment advisory firm. The opinions expressed and material provided are for general 
information, and they should not be considered a solicitation for the purchase or sale of any security. 

Copyright 2025 FMG Suite. 


