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Headline and Core CPI pressures rise in September. HR Ratings still expects a Fed 

pause this month 

 

 
During September, the Consumer Price Index (CPI) registered a monthly change (m/m) of 0.65%, marking the largest increase 

since March 2026 (0.87% m/m). The majority of this movement was attributed to a 5.20% m/m spike in energy prices, which was 

associated with the partial closure of the Strait of Hormuz and the widening of the Middle East conflict. In fact, the gasoline index 

jumped 9.1% m/m, accounting for over half of the monthly increase across all items, as reported by the Bureau of Labor Statistics 

(BLS). Moreover, Core CPI rose 0.33% m/m (see Figure 1), surpassing the 0.29% m/m surge that was recorded the previous 

month and accumulating three consecutive months of growth. Despite these added price pressures, HR Ratings expects the 

Federal Reserve (Fed) to keep the Federal Funds Rate at 3.75% - 4.00% during this month’s monetary policy decision (October 

28), allowing officials to monitor economic conditions until December, when we do expect a hike. Nevertheless, it looks challenging 

for Chairman Kevin Warsh to achieve another unanimous vote, mainly due to mixed statements made by some Federal Open 

Market Committee (FOMC) members in recent days.   

 

Figure 1. CPI Inflation Evolution 

 
 

Monthly Annual Monthly Annual Jul-26 Aug-26 Sep-26

Headline 0.40% 3.35% 0.65% 3.72% 3.77% 1.14% 1.73%

Core 0.29% 2.45% 0.33% 2.57% 2.36% 1.97% 2.34%

Services less Energy 0.26% 3.01% 0.35% 3.15% 3.62% 2.27% 1.98%

Services less Rent 0.31% 3.10% 0.31% 3.22% 3.50% 2.21% 2.27%

Rent of Shelter 0.25% 3.03% 0.41% 3.22% 3.99% 2.99% 2.60%

Non Durable Goods 0.73% 5.85% 1.38% 6.65% 7.55% -1.02% 0.03%

Durable Goods 0.01% -0.33% 0.92% -0.05% -0.29% 0.32% 2.35%

Food 0.12% 2.63% 0.05% 2.45% 2.64% 2.30% 1.47%

Energy 2.10% 16.05% 5.20% 20.35% 23.11% -9.32% -4.15%

Gasoline 3.90% 27.41% 9.09% 34.17% 41.12% -16.98% -7.39%

Source: HR Ratings with seasonally adjusted information from the U.S. Bureau of Labor Statistics, retreived from FRED. 
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The shift in the energy component was the largest since March 2026 (10.87% m/m), the month when the conflict between Iran 

and the United States officially began. Since then, gasoline prices in the U.S. have experienced upward pressures, which have 

become a key political consideration in the lead-up to the midterm elections on November 3rd. In contrast, the food sector showed 

less volatility, experiencing a slight increase of 0.05% m/m, the lowest rate since the deflation of -0.01% m/m recorded in March 

of this year. A spike in diesel prices in recent weeks has the potential to drive up food costs and exacerbate transportation 

expenses. 

 
The Core CPI exhibited a significant rise in all of its categories, with the services’ less energy index increasing 0.35% m/m. Within 

this group, the rent of shelter component jumped 0.41% m/m, its highest level since April 2026 (0.63% m/m). Additionally, the 

transportation index climbed 0.72% m/m, impacted by a 1.2% m/m increase in airline fares. Airfares have faced upward pressure 

due to a global fuel crisis stemming from the Middle East conflict, Ukrainian offensives against Russian refineries, and Houthi 

attacks on Saudi Arabian energy infrastructure. Goods prices were also notable; the durable goods index registered its largest 

gain (0.92% m/m) since January 2022 (1.25% m/m), while non-durables rose 1.38% m/m, reaching a five-month high. In recent 

months, the prices of technological products, including computers and electronics, have experienced a significant spike as a result 

of the recent surge in the adoption of artificial intelligence. Although some price pass-through from non-core items may already be 

happening, high inflation is also tied to the persistent strength of the U.S. economy and resilient consumer spending. 

 
On an annual basis (y/y), headline CPI advanced to 3.72% from 3.35% in August, reaching its highest level since May 2026. 

During the same period, core CPI spiked from 2.45% y/y to 2.57% y/y, as shown in Figure 2. Looking closer, services CPI stood 

at 3.15% y/y, highlighted by shelter rent rising from 3.03% y/y to 3.22% y/y. For goods, durable items stood at -0.05% y/y, close 

to posting a positive annual change for the first time since March 2026. Meanwhile, energy inflation surged 20.35% over the past 

12 months, reflecting the ongoing geopolitical disruptions. In September, gasoline CPI reached 34.15% y/y, marking seven 

consecutive months of double-digit increases.  

 

Figure 2. Annual CPI Evolution  

 

 

Source: HR Ratings Retrieved from FRED. Data are seasonally adjusted.

0.0%

1.0%

2.0%

3.0%

4.0%

5.0%

6.0%

7.0%

8.0%

9.0%

S
e

p
-1

7

M
a

r-
1

8

S
e

p
-1

8

M
a

r-
1

9

S
e

p
-1

9

M
a

r-
2

0

S
e

p
-2

0

M
a

r-
2
1

S
e

p
-2

1

M
a

r-
2

2

S
e

p
-2

2

M
a

r-
2

3

S
e

p
-2

3

M
a

r-
2

4

S
e

p
-2

4

M
a

r-
2

5

S
e

p
-2

5

M
a

r-
2
6

S
e

p
-2

6

CPI Headline

PCE Headline

CPI Core



 
 

 3 

HR Ratings estimates the annual headline CPI will end the year around 3.80%, partly due to expected ongoing pressures from 

non-core items. For October’s monetary policy decision, we expect the Fed to pause, awaiting more data on price trends and the 

labor market by the end of the year. Nevertheless, a unanimous decision appears unlikely, mainly due to the mixed commentary 

offered by some FOMC members recently. We anticipate an additional rate increase at the December decision, which would result 

in the Federal Funds Rate closing at 4.00% to 4.25% by the end of the year.  

 
However, we recognize the current market pressure pushing for additional tightening by the Fed. Following the release of the 

inflation report, the 2-year Treasury yield hovered around 4.95%, its highest level in two weeks (it currently stands at around 

4.75%). Consequently, the odds of a rate hike in October shifted significantly. According to the Chicago Mercantile Exchange 

(CME), the expected probability of an increase during this month's decision jumped from 22.0% a week ago to around 46.0%, 

before subsequently moderating to 15.0%. Such fluctuations are significant, given that Chairman Warsh himself has emphasized 

that financial market signals are a valuable input for monetary policy.  
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HR Ratings de México, S.A. de C.V. (“HR Ratings”), is an credit rating agency authorized by the National Banking and Securities Commission(CNBV) and registered by the Securities and Exchange 

Commission (SEC) as a Nationally Recognized Statistical Rating Organization (NRSRO) for the assets of public finance, corporates and financial institutions as described in section 3 (a) (62) (A) 

and (B) subsection (i), (iii) and (v) of the US Securities Exchange Act of 1934 and certified as a Credit Rating Agency (CRA) by the European Securities and Markets Authority (ESMA) and the 

Financial Conduct Authority (FCA).  

The ratings and/or opinions of HR Ratings are opinions regarding the credit quality and/or the asset management capacity, or relative to the performance of the tasks aimed at the fulfillment of the 

corporate purpose, by issuing companies and other entities or sectors, and are based on exclusively in the characteristics of the entity, issue and/or operation, regardless of any business activity 

between HR Ratings and the entity or issuer. The ratings and/or opinions granted are issued on behalf of HR Ratings and not of its management or technical personnel and do not constitute 

recommendations to buy, sell or maintain any instrument, or to carry out any type of business, investment or operation, and may be subject to updates at any time, in accordance with the rating 

methodologies of HR Ratings.  

HR Ratings bases its ratings and/or opinions on information obtained from sources that are believed to be accurate and reliable. HR Ratings, however, does not validate, guarantee or certify the 

accuracy, correctness or completeness of any information and is not responsible for any errors or omissions or for results obtained from the use of such information. Most issuers of debt securities 

rated by HR Ratings have paid a fee for the credit rating based on the amount and type of debt issued. The degree of creditworthiness of an issue or issuer, opinions regarding asset manager 

quality or ratings related to an entity’s performance of its business purpose are subject to change, which can produce a rating upgrade or downgrade, without implying any responsibility for HR 

Ratings. The ratings issued by HR Ratings are assigned in an ethical manner, in accordance with healthy market practices and in compliance with applicable regulations found on the 

www.hrratings.com rating agency webpage. HR Ratings’ Code of Conduct, rating methodologies, rating criteria and current ratings can also be found on the website. 

Ratings and/or opinions assigned by HR Ratings are based on an analysis of the creditworthiness of an entity, issue or issuer, and do not necessarily imply a statistical likelihood of default, HR 

Ratings defines as the inability or unwillingness to satisfy the contractually stipulated payment terms of an obligation, such that creditors and/or bondholders are forced to take action in order to 

recover their investment or to restructure the debt due to a situation of stress faced by the debtor. Without disregard to the aforementioned point, in order to validate our ratings, our methodologies 

consider stress scenarios as a complement to the analysis derived from a base case scenario. The fees HR Ratings receives from issuers generally range from US$1,000 to $1,000,000 (one million 

dollars, legal tender in the United States of America) (or the equivalent in another currency) per offering. In some cases, HR Ratings will rate all or some of a particular issuer’s offerings for an 

annual fee. Annual fees are estimated to vary between $5,000 and US$2,000,000 (five thousand to two million dollars, legal tender in the United States of America) (or the equivalent in another 

currency). 

Portions of this document may have been generated, in whole or in part, using artificial intelligence (AI) tools. At HR Ratings, the use of AI in any process or function is subject to the supervision, 

approval, or monitoring of the responsible employees, who are accountable for the use of any technological tool and for the associated results. All relevant or critical decisions (including, but not 

limited to, the assignment, modification, affirmation, or withdrawal of a rating) are made through human intervention, even when AI tools have been used in some part of the process; accordingly, 

responsibility is neither delegated to nor shared with any tool. Furthermore, in accordance with the policies and procedures set forth in HR Ratings’ Internal Regulations, the information or data 

used by AI tools is not used to train public models or made available to entities other than HR Ratings, and such tools comply with the policies and procedures for preventing the misuse of 

confidential or privileged information set forth in the Code of Conduct. 
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