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US Inflation Heats Up in December, Fed Expected to Pause
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Previous Data (Headline Inflation)

United States (US) headline inflation rose by 10 basis points to 0.4% month-over-month (MoM) in
December 2024, up from 0.3% MoM in November 2024 and above market expectations of 0.3%
MoM. This increase was primarily driven by the energy index, which rose 2.6% MoM in December
2024, accounted for over 40% of the monthly increase across all goods and services. The energy
index includes gasoline, which increased by 4.4% MoM, and energy commodities, which rose by
4.3% in December 2024. The food index also increased by 0.3% MoM in December 2024.
Meanwhile, core inflation, which excludes food and energy prices, decreased by 10 basis points to
0.2% MoM in December 2024 from 0.3% MoM in November 2024 (Figure 1). It is due to the drop
nearly 50% prices of used car and truck.

On an annual basis, U.S. headline inflation also increased by 20 basis points to 2.9% year-over-year
(YoY) in December 2024, up from 2.7% YoY in November 2024. This rise was attributed to increases
in the food and restaurant services indexes, which rose by 1.8% YoY and 3.6% YoY, respectively, in
December 2024. U.S. core inflation decreased by 10 basis points to 3.2% YoY in December 2024
from 3.3% YoY in November (Figure 2). This decline was influenced by moderate increases in goods
prices, moderation in shelter inflation, and easing insurance cost pressures.

Annual inflation in 2024 has increased, leading to the belief that the Fed will maintain the benchmark
interest rate during the Federal Open Market Committee (FOMC) meeting at the end of January
2025 (1/29). This expectation is supported by the CME FedWatch Probabilities, which show a 97.3%
likelihood of the interest rate remaining in the 4.25-4.50%, potentially until May 2025 (Figure 3). In
the coming year, the Fed is anticipated to cut interest rates only once by 25 basis points to 4.00-
4.25%, with an aggregate probability of 51.52% (Figure 4).


