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US inflation and labor market signals in November: Evidence of a softening cycle and 

implications for the Fed  

 
 

According to the latest Consumer Price Index (CPI) release, headline inflation declined to 2.71% year-over-year (YoY), down 

from 3.02% in September and below market expectations of 3.1%. Core inflation, which excludes volatile food and energy 

components, also surprised to the downside, easing from 3.03% in September to 2.62% in November, suggesting a broader-

based moderation in underlying price dynamics. Nevertheless, market participants are taking the CPI numbers with caution, as 

the data collection process was disrupted by the prolonged government shutdown, which limited the Bureau of Statistics’ ability 

to gather information and led to the absence of an October CPI report.  

 
Despite these disadvantages, the overall trend suggests that inflation moved closer to levels consistent with price stability, even 

if it remains somewhat above the Federal Reserve’s comfort zone, as shown in Figure 1. By components, food inflation cooled 

to 2.93% YoY, down from 3.19% in September, while shelter prices fell from 3.6% in September to 3.2% in November. On the 

contrary, energy prices rose 3.67% YoY, up from 0.39% in September, due to increasing gasoline and electricity expenses. 

 

Figure 1. Real Annualized Quarterly Change in Personal Income and its Disposition 
 

 Source: HR Ratings Retrieved from FRED. Data is seasonally adjusted.
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This week also saw the release of November labor indicators. According to the figures, the unemployment rate continued to 

rise, hitting 4.6% in November, up from 4.4% in September, indicating a softening in labor demand after a sustained period of 

extraordinary tightness. While job creation remains positive, with 64k new job postings, the rate of employment growth has 

slowed.  

 
Recent labor market data point to a pronounced slowdown in employment growth rather than a mere normalization from post-

pandemic highs. Cumulative non-farm payrolls growth in 2025 has decreased to an average of 0.9 million jobs, significantly 

below both post-pandemic averages of 4.6 million jobs and pre-pandemic norms of 2.0 - 2.2 million jobs per year. This decrease 

indicates that labor demand has dropped significantly, lowering the potential risk of wage-driven inflationary pressures. Against 

these circumstances, the Federal Reserve's decision to decrease interest rates in December seemed perfectly timed. With 

inflation dropping and employment growth slowing, real interest rates have become more restrictive, suggesting a shift toward 

a more accommodating posture aimed at preventing an excessive tightening of financial conditions. HR Ratings forecasts two 

additional rate decreases in 2026, bringing the range to 3.0% to 3.25% from the current 3.50 - 3.75%. 
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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 de México S.A. de C.V. (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). 
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