EPIC’S PURCHASING POWER MONITOR:
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The Bureau of Labor Statistics (BLS) released three closely watched price reports earlier
this month. Analysts have been dissecting those publications to see if President Trump’s
tariffs have restarted inflation. While there are some indications that certain imported
goods are rising in price, the overall verdict is no: there’s little evidence so far that prices
are rising significantly after the president announced his new tariff policy on April 2 of
this year.

However, some prices did rise just enough to outpace the monthly wage gains for private
sector workers. Thus, some of the purchasing power that workers had recaptured was
given back in price increases. Let’s take a deeper look at these three reports and how this
month’s price index results affected the worker’s purchasing power.

The CPI Report

The Consumer Price Index for June (released on July 15) rose by 0.3 percent from its May
level and stands at an annual rate of 2.7 percent. This increase is attributable to month-
over-month increases in the shelter component (rents and owner-equivalent rent) of
0.2 percent, in energy of 0.9 percent, and in food of 0.3 percent.
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https://www.bls.gov/news.release/cpi.nr0.htm

Annual Rate of Change in the Consumer Price Index
Jaunary 2021 through June 2026
(Percent Change, Not Seasonally Adjusted)

Annual Percent Change

2021 2022 2023 2024 2025

These three components have some of the largest weights (or greatest influence) on
month-to-month movements in the CPI. The relatively small change in the shelter price
index of 0.2 percent had a large effect on the CPI, since the weight for that component is
35.473. That means that about 35 percent of each month’s overall index number comes
from shelter alone. Energy has an Index weight of 6.379, and food is weighted at 13.644
percent.

Shelter prices clearly are not subject to import duties, and they have been running at an
annual clip of 3.8 percent this past year. Energy does contain an import component. The
U.S. imports about 600,000 to 800,000 barrels of refined gasoline per week. However,
that’s only about 7 percent of the total average weekly consumption of gasoline. The
country also imports electricity, primarily from Canada. However, retail electricity
imports only accounted for about 1 percent of total retail consumption.

While shelter and energy price changes probably cannot be attributed to higher tariff
rates, that is not the case with some food items. This commodity group contains many
items that cannot be stockpiled when tariffs are low, like many durable goods purchased
in large quantities prior to April 2nd. In addition, many important food items are
imported. Among the heavily imported items, these were up in price in June over May:
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Fresh fruits (1.3 percent), citrus fruits (2.3 percent), lettuce (1.1 percent), coffee (2.2
percent), beef and veal (2 percent), and poultry (0.6 percent).

BLS’s July 17 report on import and export prices, released several days after the CPI
report, confirmed that some of the CPI increases probably had roots in import price
increases. Edible vegetables increased by 2.5 percent from May to June, tomatoes by 4.7
percent, chilled vegetables by 3.4 percent, frozen vegetables by 0.6 percent, and edible
fruit and nuts by 1.4 percent.

The Gap Between Price Change and Average Weekly Earnings
Persists
Cumulative CPI-U and Cumulative Average Weekly Earnings
June 2020 through June 2025
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These price changes are important for the purchasing power of workers. The average
weekly earnings of all private sector employees declined slightly in June compared to
May. The annual rate of change dropped from 3.81 percent to 3.41 percent between May
and June, and that marked the slowest annual rate of growth since December of 2024. At
the same time the monthly and annual rate of change in the CPI grew. As mentioned
above, the June CPI rate is 2.7 percent. Thus, workers lost some of their regained
purchasing power on average over the last two months, as the graph above illustrates.
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https://www.bls.gov/news.release/ximpim.nr0.htm

Are these changes a cause for concern? Probably not. The cumulative change in private
sector weekly earnings has fluctuated in the same range as last month’s slightly negative
result. Further, CPI is rising, but it is hard to find a firm connection yet to imports.

Thus, like last month, analysts and policy makers need to wait for further information
on private sector earnings and consumer price changes. The Trump Administration
believes that its tariff policies will, indeed, ignite further employment and income
growth in the U.S. economy while not restarting inflation. Economists and certainly the
policy makers in the White House know how difficult it will be to pass through this
narrow gate to greater prosperity. That said, President Trump appears to be successfully
leading that passage, at least so far.
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