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The Consumer Price In-
dex (CPI) was released 
this week and showed the 
continuing trend of high-
er year-over-year infla-
tion.  For September, the 
annual rate of increase 
came in at 5.4%, match-
ing the level reached in 
June and July. 

Drilling down, the cat-
egories with the highest 
relative growth were en-
ergy, food, and new cars.  
Energy grew at a rate of

1. Consumer Price Index Data for September Shows On-Going 
Inflationary Pressures
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Source: Labor Department via St. Louis Fed

nearly 25% year-over-year.  Food saw the largest increase on a sequential month-to-month basis of 0.9%, and a 
4.6% rate of growth year-over-year. Excluding energy and food, the index grew at 4.0%.

Source: US Bureau of Labor Statistics
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Given recent factors such as the continued rise in oil and natural gas prices and ongoing supply constraints for 
distribution, it should be expected that pressure will remain for above-trend inflation.

2. Improving Trends Seen in Measures of Employment  

Data was released this week by the Department of Labor that showed seasonally adjusted initial claims for unem-
ployment insurance came in at 293,000, a decrease of 36,000 from the previous week.  This is the lowest level for 
initial claims since March 14, 2020, just prior to the pandemic crisis.  The figure was also below expectations.

The reduction in layoffs is positive and one part of the equation towards increasing overall employment levels.  
The other part of the equation in increasing employment is finding enough people to fill the backlog of open positions. 

A significant factor to overcome is the labor participation rate which at 61.6% in September has yet to recover to 
the pre-pandemic level of approximately 63%.  The delta equates to over 2.2 million jobs.

Source: US Department of Labor

Source: US Bureau of Labor Statistics, St Louis Fed
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It is not known how long this shortage will exist but with the phase-out of federal jobless benefits, the recent re-
duction in COVID-19 cases, and improving employee pay improvement is expected.  However, in the meantime, 
labor shortages are contributing to slower economic growth and higher inflation.

Thinking Ahead
The CPI and Labor data this week were supportive of the case for the Federal Reserve to start tightening monetary 
policy sooner rather than later. This week also saw the commencement of third-quarter corporate earnings reports 
which have so far been well received.  Both the macro and micro additional data points suggest the economy is 
continuing to grow and adapt to the next stage in the recovery from the myriad of issues encountered because of 
the pandemic.
 
Pallas Capital Advisors will continue to monitor economic, political, and corporate data for implications to mar-
kets.

The information contained herein is for informational purposes only, is not personalized investment advice and should not be construed as a rec-
ommendation to purchase or sell any particular security, sector or strategy to any individual person or entity. The decision to review or consider the 
purchase or sale of any security, sector or strategy mentioned should not be undertaken without consideration of your personal financial information, 
investment objectives and risk tolerance with your financial professional. Past performance should not be considered as an indicator of future results. 

Investment Advice offered through Pallas Capital Advisors LLC, a registered investment advisor.


