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US consumer price inflation rose to 2.9% in August, with survey data hinting at more

price rises to come

US consumer prices rose more than expected in August,
with further steep prices rises to come according to
business survey data. However, business and consumer
confidence will likely hold the key to whether the rise in
inflation become more of a long-term concern.

Inflation at seven-month high

Higher-than-expected inflation was evident in August,
according to official data from the Bureau of Labor
Statistics, confirming worrying signs of prices from
business survey data such as that compiled by S&P Global
Market Intelligence.

US consumer price inflation rose to a seven-month high of
2.9% in August, up from 2.7% in September, after prices
jumped 0.4% during the month.

US inflation and the PMI output prices index
US consumer price inflation, YOY % change (left)
—— US PMI prices charged for goods and services (right)

PMI advanced four months
to show lead on CPI
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Tariff pass-through

While economists had been expecting a more modest 0.3%
rise, the higher-than-expected rate of inflation tallies with
PMI business survey data, which have shown prices
charged by companies for goods and services rising
sharply in recent months. What's more, these business
price hikes will likely continue to feed through to even
higher consumer prices in the coming months, with
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historical comparisons suggesting that CPI inflation could
rise to around 4% in the coming months.

Companies have widely blamed tariffs for rising prices, with
these levies on imports being increasingly passed through
supply chains to households as inventories of goods
bought at pre-tariff rates deplete.

Analysis of reasons cited for higher prices by US companies in
August 2025
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Such arise in inflation would add to caution among
policymakers in cutting interest rates. In addition to higher-
than-expected inflation, some caution on policy loosening
is warranted by signs that the US economy is growing
strongly in the third quarter so far. S&P Global PMI survey
data are consistent with GDP growing at an annualized rate
of 2.4% and some nowcast models, including our own and
that produced by the Atlanta Fed, currently put growth
above 3%.



https://www.spglobal.com/marketintelligence/en/mi/research-analysis/pmi-surveys-point-to-solid-third-quarter-us-growth-but-lower-business-optimism-sends-warning-signal-for-outlook-Sept25.html
https://www.spglobal.com/marketintelligence/en/mi/research-analysis/pmi-surveys-point-to-solid-third-quarter-us-growth-but-lower-business-optimism-sends-warning-signal-for-outlook-Sept25.html
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Consumer inflation expectations also remain highly
elevated by historical standards, according to surveys such

as those compiled by the University of Michigan.

Job market could tame inflation

However, although sustained inflation looks to be on the
way, concerns have mounted in relation to the labor
market, which will likely keep the door open for the FOMC
to cut rates at its policy meeting next week. Inflation doves
argue that, even if prices rise sharply in the near-term, the
softening labor market trends suggests little scope for
inflation to endure.

Nonfarm payroll growth has slowed such that just 27,000
jobs have been added in each of the past four months.
Barring the pandemic, this has been the worst spell of jobs
growth since 2010. The unemployment rate has meanwhile
edged up to 4.3%, its highest for nearly four years.
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Not only is there little chance of a wage-price spiral taking
hold in a weakening job market, but consumers will also
typically have low tolerance for higher prices amid
concerns over job security and incomes, limiting the pass-
through of tariff-related cost increases.
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US consumer sentiment

Inflation expectations, next five years, % (left scale)

Consumer sentiment expectations index (right scale)
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Confidence is key

Looking ahead, much will depend on the degree to which
current low levels of consumer and business confidence
can revive in the coming months, as improved confidence
generally induces higher inflation via increased spending
and a reviving jobs market. In that respect, September’s
flash PMI data, published on 23 September, will provide
valuable insights.

US PMI future output expectations
85

Inflation spikes,
interest rates rise

75

Long-run
average

65

Trumgp

55 2.0 tariffs
45
Pandemic
35
2013 2015 2017 2019 2021 2023 2025

Data compiled Septernber 4, 2025
PMI 50 = no expected change over next 12 months, covers manufacturing and senvices
Source: S&P Global PMI
© 2025 S&P Global.



Links to more resources

— Signup to receive updated commentary in your
inbox here.

- Calendar of upcoming PMI releases

- Running commentary on the PMI survey findings

- PMI Frequently Asked Questions

- Background to the PMIs (video)

— Understanding the headline PMI and its
various subindices

- PMI data use-case illustrations, from nowcasting to
investment strategy

- PMI podcasts

- How to subscribe to PMI data
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