
We expect a 0.24% increase in August core CPI (vs. 0.2% consensus),n

corresponding to a year-over-year rate of 4.30% (vs. 4.3% consensus). We
expect a 0.63% increase in August headline CPI (vs. 0.6% consensus), which
corresponds to a year-over-year rate of 3.58% (vs. 3.6% consensus).

We highlight three key component-level trends we expect to see in this month’sn

report. First, we expect a 3.1% decline in used car prices and a 0.2% decline in
new car prices in August, reflecting lower used-car auction prices and continued
increases in auto dealer promotional incentives. Second, we expect residual
seasonality and higher airfares (+6%) to result in a 4.3% increase in public
transportation prices this month. Third, we expect shelter inflation to remain
roughly at its current pace (we forecast rent to increase by 0.40% and OER to
increase by 0.48%), as the gap between rents for new and continuing leases
continues to close.

Going forward, we expect monthly core CPI inflation to remain in the 0.2-0.3%n

range in the next few months. We expect continued moderation in shelter
inflation and lower used car prices to be offset by a swing in the CPI’s health
insurance component when the BLS incorporates new data and a
methodological change in October. We forecast year-over-year core CPI inflation
of 3.8% in December 2023 and 3.0% in December 2024.
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August CPI Preview 

We expect a 0.24% increase in August core CPI (vs. 0.2% consensus), corresponding to 
a year-over-year rate of 4.30% (vs. 4.3% consensus). We expect a 0.63% increase in 
August headline CPI (vs. 0.6% consensus), reflecting higher food and energy prices. 
This corresponds to a year-over-year rate of 3.58% (vs. 3.6% consensus). Exhibit 1 
provides a component-level summary of our forecast. 

We highlight three key component-level trends for the August report: 

1. Cars. We expect a 3.1% decline in used car prices in August, reflecting lower
used-car auction prices this month (left-hand side of Exhibit 2). We expect a more
moderate decline in new car prices (-0.2%), reflecting an increase in promotional dealer
incentives and inventories (right-hand side of Exhibit 2). Going forward, we expect
normalizing auto production, higher inventories, and higher new vehicle incentives to
lead to further declines in used car inflation, although potential auto strikes pose some
near-term upside risk to our forecast.

Exhibit 1: We Expect a 0.24% Increase in Core CPI in August 

Weight 3-Month
Trend

July,
MoM SA

August, MoM SA,
GS Forecast

Core 100% 0.25% 0.16% 0.24%
Apparel 3% 0.2% 0.0% 0.3%
New cars 5% -0.1% -0.1% -0.2%
Used cars 3% 0.9% -1.3% -3.1%
Motor vehicle parts 1% -0.2% -0.4% 0.0%
Medical care commodities 2% 0.5% 0.5% 0.4%
Tobacco 1% 0.4% 0.5% 0.2%
Rent of primary residence 10% 0.46% 0.42% 0.40%
Lodging away from home 2% -0.2% -0.3% 0.5%
Medical care services 8% -0.16% -0.40% -0.10%
Public transportation 1% -3.9% -6.3% 4.3%
Transportation services ex-public 7% 0.4% 0.3% 1.1%
Pets 1% 0.1% 0.1% 0.2%
Recreation ex-pets 6% 0.1% 0.1% 0.1%
Education 3% 0.2% 0.3% 0.6%
Communication 4% -0.3% -0.1% 0.0%
Household furnishings and ops. 5% -0.3% -0.1% 0.0%
Personal care 3% 0.2% 0.0% 0.3%
Alcoholic beverages 1% 0.2% 0.1% 0.0%
Owners' equivalent rent 32% 0.49% 0.49% 0.48%
Residual (implicit) 3% 0.2%

Core Goods 27% 0.36% -0.33% -0.62%
Core Services 73% 0.34% 0.35% 0.40%
Core Services Ex-Housing 32% 0.11% 0.19% 0.35%

Core CPI

Source: Department of Labor, Goldman Sachs Global Investment Research
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2. Public transportation. We expect public transportation prices to increase 4.3% this
month, partly reflecting a 6% increase in airfares following the recent increase in jet fuel
prices (Exhibit 3). We have also observed an increase in our airline team’s real-time
measure of airfares.

In addition, we expect residual seasonality to turn from a drag to a boost this month on 
public transportation prices, especially airfares, as the CPI seasonal factors are likely 
overfitting to the rebound in prices in the aftermath of the pandemic lockdowns (Exhibit 
4). 

Exhibit 2: We Expect Used Car Prices to Fall in August, Reflecting Lower Used Car Auction Prices; We Also Expect New Car Prices to 
Decline as Dealer Incentives Continue to Increase 
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Exhibit 3: Higher Energy Prices Have Likely Boosted Airfares in August 
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3. Shelter. We expect shelter inflation to remain roughly at its current pace. Alternative
measures of new-tenant rent growth decelerated in August (Exhibit 5), and we expect
the rent component of CPI to increase by 0.40% this month (vs. 0.42% in July and
0.46% on average over the last three months). We also expect lower utilities prices over
the last several months—which the BLS imputes and removes from owners’ equivalent
rent (OER)—to continue to boost OER relative to rent in August. As a result, we expect
OER to increase by 0.48% this month. Going forward, we expect shelter inflation to
slow to a +5% annualized rate by December 2023 (or +0.41% not annualized) and
+3¾% (or +0.30% not annualized) by December 2024, as growing multifamily supply
keeps new-lease rent growth subdued and the gap between new- and continuing-lease
rents closes further.

Exhibit 4: Residual Seasonality Is Likely to Boost Core CPI and Especially Public Transportation Prices in 
August 
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Elsewhere in the report, we expect a 1.6% increase in car insurance prices as carriers 
continue to offset higher repair and replacement costs. We also expect education prices 
to increase by 0.6% in August, as tuitions for the new school year will begin flowing 
through and are likely to exceed the normal increases expected by the seasonal factors. 

Going forward, we expect monthly core CPI inflation to remain in the 0.2-0.3% range in 
the next few months. We expect continued moderation in shelter inflation and lower 
used car prices to be partially offset by a swing in the CPI’s health insurance component 
when the BLS incorporates new data and a methodological change in October. We 
forecast year-over-year core CPI inflation of 3.8% in December 2023 and 3.0% in 
December 2024. 

Exhibit 5: We Expect CPI Shelter Inflation to Remain Roughly at Its Current Pace in August as the Gap Between Rents for New- and 
Continuing-Tenant Leases Continues to Narrow 
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Manuel Abecasis 

Spencer Hill

Exhibit 6: We Forecast Year-on-Year Core CPI Inflation of 3.8% in December 2023 and 3.0% in December 
2024 

July 2023

Weight YoY YoY Contribution
to Change YoY Contribution

to Change

Core CPI 100.0 4.7 3.8 -0.9 3.0 -1.7

Apparel 3.1 3.2 3.2 0.0 -0.2 -0.1

New Cars 5.4 3.5 -0.2 -0.2 -0.2 -0.2

Used Cars 3.5 -5.6 -8.6 -0.1 -4.0 0.1

Medical Care Commodities 1.8 4.1 5.0 0.0 2.1 0.0

Health Insurance 0.7 -29.5 -27.8 0.0 2.5 0.2

Medical Services ex Insurance 7.3 2.5 3.0 0.0 3.9 0.1

Pets 1.5 8.7 5.6 0.0 1.9 -0.1

Household Furnishings + Ops. 6.6 2.9 2.4 0.0 2.0 -0.1

Personal Care 2.8 6.1 5.3 0.0 2.9 -0.1

Rent + OER 41.7 7.7 6.1 -0.7 4.2 -1.5

Public Transportation 0.9 -13.2 -8.4 0.0 3.5 0.2

Private Transportation Services 6.5 13.2 10.0 -0.2 4.9 -0.5

Miscellaneous goods and services 18.2 6.2 5.1 -0.2 3.7 -0.5

Headline CPI 100.0 3.3 3.3 0.0 3.0 -0.3

Core CPI 79.6 4.7 3.8 -0.7 3.0 -1.4

Food 13.4 4.9 3.2 -0.2 3.4 -0.2

Energy 7.0 -12.3 -2.0 0.7 2.8 1.0

GS Bottom-up CPI Forecast
Dec. 2023 Dec. 2024

Source: Department of Labor, Goldman Sachs Global Investment Research
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Bankfilial (Stockholm branch), to a limited extent, subject to local supervision by the Swedish Financial Supervisory Authority (Finansinpektionen) 
disseminates research in the Kingdom of Sweden.  

General disclosures 
This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we 
consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. The information, opinions, estimates and 
forecasts contained herein are as of the date hereof and are subject to change without prior notification. We seek to update our research as 
appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large majority 
of reports are published at irregular intervals as appropriate in the analyst’s judgment. 

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have investment 
banking and other business relationships with a substantial percentage of the companies covered by Global Investment Research. Goldman Sachs & 
Co. LLC, the United States broker dealer, is a member of SIPC (https://www.sipc.org).  

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and principal 
trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, principal trading desks and 
investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this research. 

We and our affiliates, officers, directors, and employees will from time to time have long or short positions in, act as principal in, and buy or sell, the 
securities or derivatives, if any, referred to in this research, unless otherwise prohibited by regulation or Goldman Sachs policy.  

The views attributed to third party presenters at Goldman Sachs arranged conferences, including individuals from other parts of Goldman Sachs, do not 
necessarily reflect those of Global Investment Research and are not an official view of Goldman Sachs. 

Any third party referenced herein, including any salespeople, traders and other professionals or members of their household, may have positions in the 
products mentioned that are inconsistent with the views expressed by analysts named in this report. 

This research is focused on investment themes across markets, industries and sectors. It does not attempt to distinguish between the prospects or 
performance of, or provide analysis of, individual companies within any industry or sector we describe. 

Any trading recommendation in this research relating to an equity or credit security or securities within an industry or sector is reflective of the 
investment theme being discussed and is not a recommendation of any such security in isolation. 

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be 
illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of 
individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if 
appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them 
may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. 
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Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments. 

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. 
Investors should review current options and futures disclosure documents which are available from Goldman Sachs sales representatives or at 
https://www.theocc.com/about/publications/character-risks.jsp and 
https://www.fiadocumentation.org/fia/regulatory-disclosures_1/fia-uniform-futures-and-options-on-futures-risk-disclosures-booklet-pdf-version-2018. 
Transaction costs may be significant in option strategies calling for multiple purchase and sales of options such as spreads. Supporting documentation 
will be supplied upon request.  

Differing Levels of Service provided by Global Investment Research: The level and types of services provided to you by Goldman Sachs Global 
Investment Research may vary as compared to that provided to internal and other external clients of GS, depending on various factors including your 
individual preferences as to the frequency and manner of receiving communication, your risk profile and investment focus and perspective (e.g., 
marketwide, sector specific, long term, short term), the size and scope of your overall client relationship with GS, and legal and regulatory constraints.  
As an example, certain clients may request to receive notifications when research on specific securities is published, and certain clients may request 
that specific data underlying analysts’ fundamental analysis available on our internal client websites be delivered to them electronically through data 
feeds or otherwise. No change to an analyst’s fundamental research views (e.g., ratings, price targets, or material changes to earnings estimates for 
equity securities), will be communicated to any client prior to inclusion of such information in a research report broadly disseminated through electronic 
publication to our internal client websites or through other means, as necessary, to all clients who are entitled to receive such reports. 

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites. Not all 
research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our 
research by third party aggregators. For research, models or other data related to one or more securities, markets or asset classes (including related 
services) that may be available to you, please contact your GS representative or go to https://research.gs.com. 

Disclosure information is also available at https://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY 
10282. 

© 2023 Goldman Sachs. 

No part of this material may be (i) copied, photocopied or duplicated in any form by any means or (ii) redistributed without the prior written 
consent of The Goldman Sachs Group, Inc.  
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