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The general rate of price increase accelerated recently. Assessing the extent of this rise depends on the periods com
pared because of the influence of volatile energy and food prices over the past 16 months. As the table below indicates, 
the pace of increase of producer and consumer prices for several different periods varies widely. These periods illustrate 
the effects of the oil price decline in early 1986 and the smaller oil price rise in early 1987.

Price increases generally slowed in 1986, especially in the first four months, but have accelerated sharply since then. 
Excluding fuel and food, producer prices appear to have accelerated in early 1986, while consumer prices show no ac
celeration until early 1987. The implicit price deflator is relatively less affected by food and energy but its movements 
show the same general pattern as consumer prices: the rate of price increase fell from a 3.6 percent rate in the fourth 
quarter of 1985 to 2.1 percent in 1986, then rose to a 4.2 percent rate in the first quarter of 1987. The extent of the recent 
acceleration depends on the periods compared and on whether one examines the overall indexes or those that exclude 
the direct effects of food and energy.

Annual Rates of Change of Prices

12/ 86- 4/87 4/ 86- 12/86 12/ 85-4/86 8/ 85- 12/85

Producer prices, finished goods 5.1% 1.6% -9.4% 3.4%
Producer prices, fuel related

products and power 30.4 -13 .0 -57.1 5.8
Producer prices, food -0 .8 6.9 -4 .5 8.1
Producer prices, excluding

food and energy 2.4 2.5 3.0 1.7

Consumer prices, all items 6.0 2.7 -1 .8 4.0
Consumer prices, energy 18.6 -7 .9 -3 9 .0 -5 .0
Consumer prices, food 2.8 5.8 0.0 5.3
Consumer prices, excluding food

and energy 5.3 3.5 4.3 4.3

NOTE: All rates are computed from seasonally adjusted data except for the energy measures.

—John A. Tatom

views expressed do not necessarily reflect official positions of the Federal Reserve system.
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