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CPI Inflation Tops 4% in May 2026, Still Less

Severe Than Anticipated
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*= Topline CPIl inflation came in at 0.5% for the month in May 2026, up 4.2%

versus one yedr ago.
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= Core CPlinflation edged up to a 2.9% year-over-year gain in May 2026.

* Energy CPI continued to rise rapidly, gaining 3.9% for the month in May 2026.

* Food price inflation fell back to a 0.2% monthly gain in May 2026.

Details

The Consumer Price Index (CPI) posted another
above trend gainin May 2026 with a 0.5% topline rise
for the month. Core CPI was slightly weaker than
expected with a 0.2% increase, according to Bureau
of Labor Statistics (BLS) data. May’s inflation results
represent a deceleration in monthly trend terms, but
the accumulation of the ongoing energy prices
shock is evident with topline CPI inflation now back
above the 4% threshold.

Core CPI came in relatively tame at 0.2%, month
over month, in May 2026 (see Figure 1). This key
metric—which is correlated with the Federal
Reserve’s preferred policy-targeting metric, the
Core Personal Consumption Expenditures
Deflator—had re-accelerated since late 2025. Oil
prices have fallen in recent weeks, opening the door
for price pressures to weaken in the months ahead.

Energy costs continued to rise excessively in May
2026, with total Energy CPI gaining 3.9% for the
month. This rise follows March’s peak of a 10.9% gain
and April’'s 3.8% monthly increase. Energy prices had
not breached the 3% mark prior to this recent run
since August 2023 (4.3%).

Figure 1: Core CPI (month-over-month % change)
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Including seasonal adjustment factors, Gasoline CPI
rose by 7.0% in May 2026, which represents an
acceleration from April’'s 5.4% gain. Although
gasoline prices have fallen in recent weeks, the
seasonal adjustment process dampened the larger
than usual price decline, meaning that although
prices at the pump were lower versus April, they did
not fall as much as they might have in an otherwise
normal year.

Oil prices are back below $100 per barrel (West
Texas Intermediate), but a decline in overall energy

Consumer Price Index | 1



PNC Economics Research

price pressures on the U.S. economy will stretch well
into the second half of 2026 even if the military
conflict with Iran is resolved soon.

Food and Beverages CPI took a step back in May
2026, rising by 0.2% for the month after a sharp 0.5%
gain in April. Food at Home CPI takes a significant
portion of the credit for that retreat, falling to a 0.1%
gain for the month and declining to a 2.7% year-ago
pace. Food Away from Home CPI, however,
maintained a slightly above-trend pace with a 0.3%
gain in May 2026.

Inflation in Services less Shelter saw accelerated
inflation in May 2026, rising to 0.5% for the month
from April’'s 0.4% gain, resulting in a 3.7% year-over-
year pace in the measure.

Durable Goods CPI inflation was down for a second
consecutive month at -0.1% after experiencing
strong monthly increases for the entirety of the
second half of 2025.

With the summer travel and spending season at
hand, Recreation CPI inflation accelerated to a 0.3%
monthly gain in May 2026. The 2.6% yeadr-over-year
gain (see Figure 2) resulting from this jump puts
Recreation CPI's annual inflation pace at its most
rapid this year. Consumer-driven Recreation prices
had grown at 3.1% and 3.0% in September 2025 and
December 2025, respectively, but had not seen
numbers as high as May’s result otherwise since
January 2024 (2.8%). Thus, despite still-untamed
inflation and higher costs for everyday necessities in
recent months, U.S. consumers are still pushing up
inflationary pressure in discretionary categories.

Figure 2: CPI - Recreation (% change year ago)
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Housing CPl—the largest single sub-category of
consumer price inflation—decelerated to a 0.2%
monthly gain. This result follows April’s 0.7% jump,
which  was the sharpest month-on-month
acceleration (note, not monthly increase) seen since
2014. Housing CPI is up 3.6% versus one year ago
through May 2026, which is in line with the stubborn
trend that was in place prior to the U.S.’s military
conflict with Iran and its resulting impact on energy
prices. The continued flow-through of higher energy
prices to all aspects of consumer goods and services
in the months ahead will keep Housing CPI from
declining meaningfully. And given the outsized
impact of Housing CPI on topline inflation results at
more than 40% of the index, overall inflation cannot
reasonably be expected to fall back in line with the
Federal Reserve’s 2% average target anytime soon.

PNC does not expect the Fed to move interest rates
either higher or lower for at least the remainder of
2026. The May 2026 Core CPI inflation rate’s
deceleration supports this call, particularly with
respect to a lack of impetus for rates to be moved
higher.
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Disclosures

The material presented and the views expressed herein are of a general nature and does not constitute the provision of
investment or economic advice to any person, or a recommendation of any particular securities, financial instruments,
strategies or banking services. Opinions and forecasts expressed herein are subject to change without notice. Relevant
information was obtained from sources deemed reliable. Such information is not guaranteed as to its accuracy. You should
seek the advice of an investment professional to tailor a financial plan to your needs.

Forward-looking statements are necessarily subject to numerous assumptions, risks and uncertainties, which change over
time. Future events or circumstances may change our outlook and may also affect the nature of the assumptions, risks and
uncertainties to which our forward-looking statements are subject. Forward-looking statements speak only as of the date
made. We do not assume any duty and do not undertake any obligation to update forward-looking statements. Actual
results or future events could differ, possibly materially, from those anticipated in forward-looking statements, as well as
from historical performance. As a result, we caution against placing undue reliance on any forward-looking statements.

“PNC” is a registered mark of The PNC Financial Services Group, Inc.

© 2026 The PNC Financial Services Group, Inc. All rights reserved.
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