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Summary:

¢ October headline and core CPI exceeded expectations, reflecting a broad-based firmness in
inflationary pressures.

e Survey-based inflation expectations eased slightly.

e Elevated inflation and a resilient labour market, alongside the Fed's hawkish stance, are
poised to support another rate hike in December.

US CPIl inflation came in hotter than expected. US CPI inflation rose 0.4% month-on-month (MoM)
in October 2026, above the 0.3% consensus forecast, albeit easing from September's 0.6% pace.
Core CPI inflation, which excludes volatile food and energy costs, held steady at 0.3% MoM, also
exceeding expectations of 0.2% and matching September's pace. In this release, the year-over-year
figures were not published because historical base data from October 2025 was not compiled due
to the federal government shutdown.

Energy inflation eased while food prices picked up. The energy index edged up 0.7% MoM in
October, following a 5.2% rise in September. This included gasoline prices slowing to a 1.0% MoM
increase from 9.1%, while fuel oil prices rose 2.0%, down from 15.3%. However, before seasonal
adjustments, gasoline prices were down by 0.7%, so the seasonally adjusted MoM increase did not
reflect an actual rise at the pump. Total food prices rose 0.5% MoM, after remaining flat in
September, split between a 0.4% increase in groceries (food at home) and a 0.5% rise in dining out
(food away from home).

Core CPI inflation remained firm with mixed trends. Within core CPI, shelter costs remained a
major driver of inflation, rising 0.3% MoM in October. Meanwhile, transportation services jumped
0.8% MoM, propelled by firming public transport fares and vehicle insurance rates. Medical care
services advanced 0.3% MoM, and recreation services were up by 0.9%, while education and
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communication services were flat. Core goods inflation eased slightly from 0.3% MoM in September
to 0.2% in October, driven primarily by a 1.2% drop in used car and truck prices, despite a 0.2% rise
in new vehicle prices.
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Household inflation expectations eased slightly. According to the preliminary November release
of the University of Michigan Surveys of Consumers, 1-year inflation expectations fell to 4.3% from
a five-month high of 4.7% in October. Five-year inflation expectations also edged down to 3.4% from
3.5% in the prior month. Despite these sequential improvements, consumers continued to express
concern over persistent cost-of-living pressures, with 57% reporting that high prices were actively
eroding their standard of living.

Federal Reserve officials maintained a hawkish tone. Speaking shortly before the release, Federal
Reserve Governor Christopher Waller stated that inflation remained too high and advocated for at
least a 25-basis-point hike in December, warning that policymakers should evaluate a 50-basis-point
move if core pressures refuse to abate. Following the release, Chicago Fed President Austan
Goolsbee characterised the inflation momentum as "borderline disturbing”, noting persistent
service-sector price gains and emphasising that all policy options remain on the table. Concurrently,
Philadelphia Fed President Anna Paulson noted that underlying inflation remained above target,
affirming that monetary policy must remain somewhat restrictive via further gradual rate increases.

With the 8-9 December FOMC meeting taking place before the next CPI release on 10 December,
October's CPI report will be the last CPI reading available to the Committee before its rate decision.
Given a lack of disinflation progress following the previous rate hike in September, a further 25-
basis-point rate hike in December appears highly likely.

ECONOMIC INDICATORS ANALYSIS 2



& BEAR

Economic Indic: 11 Noveml

This material is prepared by The Bank of East Asia, Limited ("BEA") for customers' reference only. The content is
based on information available to the public and reasonably believed to be reliable, but has not been independently
verified. Any projections and opinions contained herein are expressed solely as general market commentary, and do
not constitute an offer of securities or investment, nor a solicitation, suggestion, investment advice, or guaranteed
return in respect of such an offer. The information, forecasts, and opinions contained herein are as of the date
hereof and are subject to change without prior notification, and should not be regarded as any investment product
or market recommendations. This material has not been reviewed by the Securities and Futures Commission of
Hong Kong, Hong Kong Monetary Authority, or any regulatory authority in Hong Kong.

BEA will update the published research as needed. In addition to certain reports published on a periodic basis, other
reports may be published at irregular intervals as appropriate without prior notice.

No representation or warranty, express or implied, is given by or on behalf of BEA, as to the accuracy or
completeness of the information and stated returns contained in this material, and no liability is accepted for any
loss arising, directly or indirectly, from any use of such information (whether due to infringements or contracts or
other aspects). Investment involves risks. The price of investment products may go up or down, and may become
valueless. Past performance is not indicative of future performance. The investments mentioned in this material
may not be suitable for all investors, and the specific investment objectives or experience, financial situation, or
other needs of each recipient are not considered. Therefore, you should not make any investment decisions based
solely on this material. You should make investment decisions based on your own investment objectives, investment
experience, financial situation, and specific needs; if necessary, you should seek independent professional advice
before making any investment.

This material is the property of BEA and is protected by relevant intellectual property laws. Without the prior written
consent of BEA, the information herein is not allowed to be copied, transferred, sold, distributed, published,
broadcast, circulated, modified, or developed commercially, in either electronic or printed forms, nor through any
media platforms that exist now or are developed later.

For more information, please visit our webpage at https://www.hkbea.com/html/en/bea-about-bea-economic-
research.html. For any enquiries, please contact the Economic Research Department of BEA (email:
lerd@hkbea.com/telephone number: (852) 3609-1504/postal address: GPO Box 31, Hong Kong).
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