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PPI Inflation Continued to Press Higher with

a 1.1% Increase in May 2026
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* Final Demand PPI rose by 1.1% for the month in May 2026, matching the

revised result for April.
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* Goods PPl inflation accelerated to a 2.8% monthly gain in May 2026.

= Energy PPl inflation reaccelerated to a 10.7% rise in May 2026 versus the

month prior.

= Services PPl inflation continues to follow the trail blazed by Goods PPI
inflation with a lag, decelerating to a 0.3% monthly gain in May 2026.

Details

The Producer Price Index (PPI) again outpaced
expectations by a wide margin in May 2026, gaining
1.1% for the month. This result translates to a 6.4%
year-over-year gain in the cost of producers’ inputs,
matching the sharpest rise in Finished Goods PPI in
nearly four years (6.4%; December 2022). Energy PPI
rebounded for the month after falling back from
March’s initial spike and posting a new record high
for the data set which is available only through
2009. The consequences of continued cost
pressures for businesses will be a reckoning of
whether those costs can be passed on to
consumers, who continue to spend despite higher
costs, or to find cost savings elsewhere which
implies risks for U.S. employment security.

Energy PPI inflation rose by 10.7% for the month of
May 2026 alone. And Energy PPl is now 35.8% higher
on a year-ago basis. This rate is now firmly in the
post-pandemic range of cost pressure disruption to
businesses’ cost and planning efforts (see Figure 1).
Oil prices have fallen back below the $100 per barrel
mark (West Texas Intermediate) in recent weeks,

but renewed military strikes pose questions about
the durability of that decline.

Figure 1: Final Demand PPI: Energy (yoy % chg)
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Goods PPI inflation posted a 2.8% monthly gain in
May 2026, the component’s strongest one-month
rise on record dating back to the series’ 2009
starting point. Goods producers are now dealing
with input costs 10.2% higher than one year ago
(see Figure 2), when tariff policy had just begun to
roil supply chains and input sourcing. Not only ail,
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but metals commodities, fertilizers and plastics are
all directly impacted—or compounded by—the
military conflict between the U.S. & Israel and Iran,
promising continued inflationary pressure for
producer costs at least through the second half of
2026.

Figure 2: Final Demand PPI: Goods (yoy % chg)
20

15
10
5
0
-5

-10
22 23 24 25 '26
Source: Bureau of Labor Statistics

Services PPI inflation receded somewhat in May
2026 to a 0.3% gain versus the month prior. This result
mirrors the Goods PPl deceleration seen from March
into April, illustrating the lag with which services-
oriented businesses feel the effects of price
pressure shocks versus their primary production
industry counterparts in the U.S. industrial supply
chain. Consequently, Services PPI inflation is in line
to reaccelerate in the months ahead, matching the
spike in Goods PPl seen in May.

Core PPl, which excludes food and energy,
decelerated to a 0.4% monthly gain in May 2026. This
result helps to underscore the impact of Energy PPI
on producers overall, as taking that component out
of the calculation of price pressures put year-over-
year Core PPl inflation at a still-high but unchanged
49% pace, matching April’s result. The reality to
keep in mind, however, is that energy price
pressures operate throughout the U.S. industrial
base with a lag. Manufacturers and transportation
operations face almost immediate consequences,
but retailers and service providers working from
inventory face those costs with a lag, and
consumers do so even further as those same
retailers sell through inventory purchased before
price shocks were experienced.
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The Core PPl metric’s deceleration should,
therefore, be taken with a grain of salt as upstream
producer price pressures remain persistent.

Intermediate and Final Demand for Transportation
and Warehousing Services both saw moderate
declines in their pricing pressures in May 2026.
Intermediate demand for Transportation and
Warehousing Services gained 1.2% for the month,
versus April’s 3.1% spike, while Final Demand PPI for
that category rose by 2.6% versus the month prior.
These results put Transportation and Warehousing
Services costs 10.2% and 14.2% higher than one year
ago (Intermediate Demand and Final Demand,
respectively). These businesses’ rising operational
costs add one more layer of inflationary pressure
that consumers will ultimately either face as a result
of passthrough, or reject through demand—the
latter case potentially forcing businesses to
reevaluate overall operational costs.
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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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