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("PCE Inflation & Tariff Revenue

• Consumer Price Index (Oct.): Headline (0.2% 
MoM, 2.6% YoY). Core (0.3% MoM, 3.3% YoY). 
Core inflation has stalled at above 3% since 
July. Shelter costs and auto insurance continue 
to contribute to increased core-services prices.

• Producer Price Index (Oct.): Headline (0.2% 
MoM, 2.4% YoY). Core (0.3% MoM, 3.1% YoY). 
Acceleration of producer prices augers poorly 
for future core-inflation reports.

• Retail Sales (Oct.): Headline (0.4% MoM). Ex 
Auto & Gas (0.1%). Upward revisions to 
September sales suggest that consumer 
spending remains strong into the fourth 
quarter.

This Past Week

Since the election, many have assumed higher tariffs will lead 
to higher inflation. However, a closer look reveals this may not 
be the case. During the 2018 trade war, PCE inflation actually 
trended slightly downward despite increasing tariffs, as 
represented by tariff revenue.

Why might tariffs be less inflationary than expected? A tariff is 
a tax on imported goods. When taxes increase, some cost is 
borne by businesses via lower margins, and some cost is 
passed through to consumers via higher prices. It is too early 
to say which will bear more of the tax burden this time around, 
but considering the high prices already faced by consumers, 
businesses may have to accept lower margins rather than 
increase prices.

Even if the cost is borne by consumers, a tax is a one-time 
price increase. Inflation is the rate of price increases over time. 
Thus, a tariff does not directly increase inflation after it is in 
place. 

Finally, imports are about 14% of GDP.* While not insignificant, 
this potential price increase affects only a fraction of the 
economy. Put it all together, and tariffs may not be so 
inflationary after all.

Are Tariffs Really Inflationary?
W E E K L Y  M A R K E T  U P D A T E :  N o v e m b e r  2 0 ,  2 0 2 4

• U.S Treasury Net Inflows (Sept.): 11/18
• Housing Starts & Bldg. Permits (Oct.): 11/19
• Existing Home Sales: 11/21

• S&P Flash PMIs (Nov P.): 11/22

Year-to-Date

T H I S  W E E K

U.S. Bureau of Economic Analysis and U.S. Treasury via Bloomberg, as of Nov. 19, 2024.

L A S T  W E E K  I N  R E V I E W S & P  S E C T O R  R E T U R N S
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Returns as of November 18, 2024
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!"#ABCC BDEF GHI-B .IFF .BIC/ M.IM- EIM. .FIE H/IDAAAAAAAA MIH HI- HIM
NOPP4RRAHCCCAASTUVWX MEH- G.IMF MI/B .EICE M/IHD DIDB MMIC HEIDAAAAAAAA BI- .IC CI/
NOPP4RRAHCCCAAY=RO4 HEC/ GHI.F .IH- HEI.H .DIH. -IDC HEI/ HBICAAAAAAAA HIE HIF .IC
>?!@AABCXAaBEBc4dcAeB4RcfA F/M GHIC/ .IF/ .CI.. .DI-. EID- HBIC HFIMAAAAAAAA HI/ HI/ MIE
!"#A!g=RRA=dcAhBcAi=M H-EDH GMI/D MIC/ HBI/E .DI.H FI/. HEIE HEICAAAAAAAA HIF HI. HIB
h!iNA@l>@ ..-- G.I./ G-IBB BICH HHIEF .IM/ HFI/ HFI-AAAAAAAA HIF HIH MIH
h!iNA@h HCEC GMI.C G/IDM EIH- HFID. G.ICF HMIF H.I/AAAAAAAA HIF HIM .I/
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mI!IAlCCT4C=W4 FIDM GCI-H G.IDB HIF- /IBC G.IMH ane HC/IMC HC/IC. HCHIMM E/ICM
mI!IANdWIASUEoiT4cBW FIBF GCI.F GHI-- .ID. /ICB GCI.. pAM4TAT HIC/ HIC/ HIHC HIHM
mI!IAiUTMUT=W4P BI.. GCIEH G.IBE .IBE DI-E G.ICD pAM4TAr HI./ HI.- HI.- HIMB
ABCXAeB4Rc -IMC GCIMM GCICD -IE. HMIB/ MIHF sAM4TAp HBFIH. HBFI/H HFHICF HHMIEE
hOdBtBM=RPAuHGHCv MI.C CIHF GCI-B HIHH FI.D CIMH
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.GwTA?T4=POTw FI.D FIMF MI/F FI.B FIEH CIBH xBRAuy?Nv /EIBF /DIH. -CIMC /.IM/
HCGwTA?T4=POTw FIFH FIFM MI-D MIDD FIF. HIBB S=PURBd4 MIC/ MICD MIH. MIFH
MCGwTA?T4=POTw FI/H FIB- FIH. FICM FIB- HIEH ]=WOT=RAS=P .IEB .IEH .IBH BIC-
!x>N FIB- FI/C FIE/ BIMD BIMH CICB SURc ./.F .BED .C/M HDF/
/GgUIAiaAT=W4 FIBM FIBH FIFH BI.D BIBD CI.D iUMM4T EH-M ECC. DF/F E-BM
#TBg4AN=W4 -I-B -I-B DICC DIBC DIBC MI.B yX4=W BBB BB. /.D D.M
MCGwTA^B_4cAgUTWC=C4 -I./ -IM. /I/D /IEE -I-E MI.C ``SANdc4_ .MBIFD .M.IBH ../IFM .HDIBC
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* U.S. Bureau of Economic Analysis, as of December 31, 2023.


