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Consumer Prices On Markdown
Carl Gutierrez, 11.19.08 

On Wednesday, the U.S. Labor Department reported that the Consumer Price Index fell 1.0% month on month, slightly greater than the 0.8% drop Wall Street had anticipated. Excluding food and energy, the CPI fell only 0.1%, whereas analysts had expected a gain of 0.1%.
Over the full year, headline CPI gained 3.7%, short of Wall Street’s 4.0% prediction, while the core index, excluding food and energy, rose only 2.2%, slightly off the 2.4% forecast by analysts.

Wednesday’s report comes in the wake of the release of the Producer Price Index. On Tuesday, the Labor Department said that wholesale prices fell 2.8% in October, for the biggest one-month decline in more than 60 years. The previous record was 1.6%, set in October 2001, following the September 11 terrorist attacks. Wall Street had expected the PPI to drop by only 1.8%.

On Wednesday, the U.S. Commerce Department also reported that housing starts were at a rate of 719,000, the lowest level in at least 50 years, according to TradeTheNews.com, compared with analysts’ forecast of 780,000, while building permits were at 708,000 compared to analysts’ consensus estimate of 774,000.

“It seems to me that numbers are going to get worse,” said Leif Thomsen, founder and chief executive of Mortgage Master. “Builders need capital to build, and there’s no capital for them unless they have it in their pocket, which they typically don’t.” He added there are half a dozen decent publicly traded builders, but they are being very conservative right now. 

“We are also going into the coldest month of the year, which is typically a slowdown anyway,” Thomsen said. “I’m not sure what will change this unless we get some lower rates.”

The Federal Reserve cut interest rates by a half percentage point in October, to 1.0%, in a coordinated effort with other central banks to encourage the flow of credit and stimulate business activity, which has been crimped by the global financial crisis. 

