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CHECKING IN ON INFLATION

The final stretch in the fight against inflation is proving unexpectedly fough. Consumer prices rose again in
March, raising concerns that the Federal Reserve may revise its plans for cutting interest rates this year. The Bu-
reau of Labor Statistics’ Consumer Price Index (CPI) measures changes in prices paid by consumers for a variety
of goods and services. In March, the CPl increased by 3.5% from the previous year and by 0.4% from the prior
month on a seasonally adjusted basis. Core Inflation, which excludes the more volatile food and energy prices,
rose by 0.4% from February and 3.8% from March 2022.
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As illustrated in Figure 1, inflation has declined significantly from a high of nearly 9% in the summer of 2022, but
progress towards the Federal Reserves long-term target of 2% appears to have stalled in recent months. In
March, over half of the increase in inflation was due to rising costs in energy and housing. Energy prices rose
1.1% from the previous month and were up 2.1% from a year earlier. Housing costs increased by 0.4% from
February and 5.7% from the previous year. Prior to the pandemic, housing costs increased by about 3.2% year
over year. As the largest monthly expense for most households, shelter accounts for more than a third of the CPI
measure. The final mile in curbing inflation will require greater disinflation in housing costs.

While we are unable to obtain inflation data for the Hampton Roads region, we can examine the relative price
level in the region compared to other areas. The Cost of Living Index from the Council for Community and
Economic Research (C2ER) measures the relative price level of consumer goods and services across more than
270 metro areas and divisions. Prices for a variety of goods and services are weighted and aggregated into six O
major spending categories, which are then combined to provide an overall cost of living index for each area.
According to C2ER’s 2023 estimates, the cost of living in Hampton Roads was just 0.2% above the national aver-

age. O
Figure 1: U.S. Consumer Price Index, Year Over Year Change Figure 2: Cost of Living Index
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Data source: Bureau of Labor Statistics and C2ER Cost of Living Index (COLI), Metro areas with a population between 1.5 and 2.5 milion O

Within the major spending categories, housing costs in the region were 6.9% less expensive than the national
average. Healthcare costs were 5.1% lower, and transportation costs were 3.8% lower. The overall index slightly
exceeded the national average due to more expensive utility costs (+9.3%), groceries (+0.3%), and miscella-
neous goods and services (+5.9%).

Figure 2 compares the cost of living for similar-sized metro areas with 1.5 to 2.5 million residents. The significant
impact of housing prices on an area's overall index score is immediately apparent. In San Jose, for example,
the overall cost of living was 74.4% more expensive than the average metro area, primarily driven by housing
costs that were 223.3% higher than the national average. O
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GDP, ANNUALIZED GROWTH RATE (Q) sOURCE: BUREAU OF ECONOMIC ANALYSIS HRPDC
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CIVILIAN PAY OLL EMPLOYMENT (M) SOURCE: BUREAU OF L BOR ST TISTICS, HRPDC
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UNEMPLOYMENT RATE SEASONA LY ADJUSTED (M) sou CE BU EAU OF LABOR STATISTICS HRPDC,
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SINGLE FAMILY HO SING PERMITS, SEASONALLY ADJ STED M) sauw ce sCENs SB BEA ,  PDC
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