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Disclaimer

The views expressed here do not necessarily reflect the 
views of the Federal Reserve Bank of Philadelphia, the 
Federal Reserve Board of Governors, or the Federal 
Reserve System. 
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CPI and Core CPI
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Brief Intro of the Consumer Price Index
• The Consumer Price Index (CPI) measures the change in prices paid by consumers 

for goods and services, from the reference base period of 1982-84
• Relative Importance (or category weights) captures the weight of the components in 

average urban consumer spending (CPI-U)

Source: U.S. Bureau of Labor Statistics



5

NONCONFIDENTIAL // EXTERNAL

What is in Core CPI?
• All items less food and energy is generally referred to as the “Core CPI”; ~80% of CPI weights
• Core goods: Commodities less food and energy; ~21% of CPI weights
• Core services: Services less energy services; ~58% of CPI weights 
• “Auto” is an important component of Core CPI

Source: U.S. Bureau of Labor Statistics
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Automobile Components
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Auto Related CPI Components
• Auto prices and related services made up 13.4% of core CPI weights as of May 2023
• Category weights are updated each year

Source: U.S. Bureau of Labor Statistics

Category 2023 
CPI Weights

2023
Core CPI 
Weights

New MV 4.3% 5.4%

Used MV 2.7% 3.4%

MV maintenance 
and repair 1.1% 1.4%

MV insurance 2.6% 3.3%

Total 13.4%
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Auto Weights – 2022 vs. 2023
• Auto prices and related services made up 14.4% of core CPI weights as of December 2022
• Used MV weight is noticeably lower after the weights update in 2023

Source: U.S. Bureau of Labor Statistics

Category 2022
Core CPI Weights

New MV 5.2%

Used MV 4.6%

MV maintenance and repair 1.4%

MV insurance 3.2%

Total 14.4%

Category 2023
Core CPI Weights

New MV 5.4%

Used MV 3.4%

MV maintenance and repair 1.4%

MV insurance 3.3%

Total 13.4%
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Core CPI Contribution
• In May 2023, auto-related CPI components contributed 0.86 pp (16.1%) to the YoY 

Core CPI change of 5.3%
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Source: U.S. Bureau of Labor Statistics
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Core CPI Contribution during Pandemic

Source: U.S. Bureau of Labor Statistics

• Auto components contributed significantly to Core CPI inflation during the Pandemic
• Auto contribution is ticking up again after its significant decrease in 2022
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Auto Components during Pandemic

Source: U.S. Bureau of Labor Statistics

• As new and used car prices are moderating, auto service components remain inflationary
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Auto Maintenance & Repairs and Insurance

• MV Maintenance and Repair 

increased by 13.5% and MV 

Insurance increased by 17.1% YoY 

• Labor costs contribute to a larger 

share of the cost of producing 

services than producing goods, and 

they has been persistently high due 

to the tight labor market conditions

• Additional pressures from the 

rebound in travel demand

• Persistently high auto insurance index 

could also be driven by high 

replacement cost of vehicles and auto 

parts, repair costs, and hospital 

services

Data sources: U.S. Bureau of Labor Statistics
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Pandemic Factors
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Increasing incentives help to calm new car prices
• North American vehicle production continues to improve in 2023

• Incentives took a heavy hit during the pandemic but continue to improve since late 2022

• The ongoing UAW negotiation could be the X factor for new car production

Data sources: Wards Automotive Data sources: JD Power
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Pent-up Demand?
• In general, new car sales per household has been declining for decades

• The declining affordability of new cars is pushing buyers to delay purchase

https://fred.stlouisfed.org/graph/?g=16C3A
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Disrupted New/Used CPI Ratio
• The average of used/new CPI ratio is ~1.00 since 1982, with S.D. of 0.07
• Used Car CPI is diverging from its long-term trend again in 2023

Data sources: U.S. Bureau of Labor Statistics
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Seasonal Factors
• 2023 seasonal factor revisions have been significant
• There is uncertainty about factor revisions
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Main Takeaways

• Auto service components of CPI inflation have been persistently high 
even though vehicle prices have been moderating 

• Pandemic related factors add uncertainty to short-term analyses

• Pandemic factors:

– Disrupted new vehicle production and new vehicle prices

– Large swing of used vehicle prices

– Persistent service inflation is linked to post-pandemic labor market tightness, 
and rising replacement costs

– Significant update of CPI weights

– Disrupted consumer spending and seasonal patterns
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Q&A
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