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SHARE OF U.S. HOUSEHOLD
CONSUMER EXPENDITURES BY
MAJOR CATEGORIES, 2016 craranmere,

alcoholic beverages
540

Perscnal insurance, pension
1190

Food expenditures are the
third largest consumer
spending category.

Housing

Transportation
33.00 15.80

Note: "Other" includes personal care products, tobacco, and miscellaneous expenditures.
Source: USDA, Economic Research Service using data from the U.S. Bureau of Labor Statistics.
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PERCENT CHANGE IN MAIJOR CPIl CATEGORIES, 2008-2017
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Ower the last 10 years, food prices have grown
more than most major CPI categories, with the
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exception of medical care costs. Howewver, this is
not true over all 10-year periods.
£ 20
=
2
L
[= 16.8%
a8 16.2%
A
g - 138%
L=
10.4%
10
=
3.1%
4]
Transportation Recreation Apparea] Educaticn and All items Housing Food Medical care

communication
Source: USDA, Economic Research Service using data from the U.S. Bureau of Labor Statistics.
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RETAIL FOOD PRICES DECLINED FOR THE SECOND YEAR IN A ROW IN 2017

Annual change in food-at-home prices, 1998-2017

Percent change
7.0

________

6.0

5.0

40 ;
30 K
20 —
-t I\
0.0 B = . i -—
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2017

Food category

Beef and veal 1 e
Cereals and bakery produ..
Sugars and sweets
Fresh vegetables
Dairy
Other foods
Poultry

Monalcoholic beverages

Fresh fruits
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Source: USDA, Economic Research Service using Bureau of Labor Statistics data.
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10 year moving average .

RETAIL FOOD PRICE INFLATION VARIES BY CITY O iz
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Source: USDA, Economic Research Service using data from the U.S. Bureau of Labor Statistics.
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PRICES, SELECTED FoobDs: 2016 vs 2017

Ground beef, Eggs, grade A, Bananas, per |b. Lettuce, iceberg, Peanut butter
100% beef, per Ib. large, per doz. per |b. creamy, all sizes, per
Ib.

by 1y’ -
-8 * L
\‘«;"" -

2016: S3.75 2016: S1.68 2016: S0.57 2016: S1.06
2017: $3.64 2017: $1.47 2017: $0.56 2017: $1.03 2016: 52.58
2017: S2.55
Savings: $0.11 per  Savings: $0.21 per Savings: $0.01 Savings: $0.03
pound dozen per pound per pound Savings: $0.03 per
pound
a9
Source: USDA, Economic Research Service using data from the U.S. Bureau of Labor Statistics. & .
® Average yearly savings: $20.28
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ANNUAL PERCENT CHANGE IN FOOD AT HOME AND FOOD
AwAY FRoOmMm HomE CPIs, 1990-2017
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Source: USDA, Economic Research Service using Bureau of Labor Statistics data.
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GROWTH IN Foob AT HOME vs Foob AwAY FRoMm HOME CPI, 1984-
2017

Index, base year = 1982-84
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WHERE A FOOD DOLLAR GOES...

Food at home vs food away from home dollar

Cents
100 B Agribusiness and farm production
®Food processing and packaging
a0 BTransportation
®\Wholesale and retail trade
BFood services
20 SEnergy
'_Fina nce, insurance, advertising, legal, and
accounting
40

Source: kﬁﬁA, Economic Re s, 2014.

Food at home (Grocery) Food away from home
({Restaurant)
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2018 GROCERY STORE (FOOD AT HOME) INFLATION BELOW HISTORICAL AVERAGE

Percent change
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FACTORS MOVING FOOD PRICES IN 2018

* Production

* Energy prices

e Drought

e Strength of U.S. dollar

Economic Research Service
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WORLD COMMODITY PRODUCTION

Kietric Million Tons _
m2015/16 m2016/17 Est. B2017/18 Proj.
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| - = —— ) Source: USDA, World Agricultural Supply and Demand Estimates.
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U.S. MEAT PRODUCTION

Million Pounds 2016 E2017 Est. 2018 Proj.
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U.S. EGG AND MILK PRODUCTION

Million Billion
Dozen w2016 m2017 Est. #2018 Proj. Pounds m2016 w2017 Est. ®2018 Proj.
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ENERGY PRICES EXPECTED TO

INCREASE IN 2018

2016 2017 2018 2019

WTI Crude Gil® 4333 5079 5828 57.51
(dollars per barrel)
Potential to drive up costs for: Brent Crude Oi e s P S

(dollars per barrel)

- b
Gasoline 215 242 262 258
(dollars per gallon)

* Transportation Dicsel o |
(dollars per gallon)

Heating Oil* 210 253 288 281
(dollars per gallon)

e Food processing

Natural Gas®

(dollars per thousand 1004 1097 1078 = 10.96
cubic feet)
. Electricity* 1255 1200 1323 1362
® Reta || Overhead (cents per kilowatthour) ' ' ' '

"West Texas Intermediate.
PAverage regular pump price.
"On-highway retail.

9U.S. Residential average.

Source: U.S. Energy Information Administration.
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U.S. DROUGHT MONITOR — FEBRUARY 15, 2018

Intensity and Impacts

None D2 (Severe Drought)
DO (Abnormally Dry) - D3 (Extreme Drought)
D1 (Moderate Drought) - D4 (Exceptional Drought)

~/ - Delineates dominant impacts

S - Short-Term impacts, typically less than 6 months (e.g. agriculture, grasslands)

L - Long-Term impacts, typically greater than 6 months (e.g. hydrology, ecology)

Source: USDA, US Drought Monitor, Feb. 2018
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STRENGTH OF U.S. DOLLAR DECLINING

Source: Bloomberg Business, Dollar Index Spot (DXY: CUR), 5 year.

Imports
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2018 FORECASTS, BY RETAIL FOOD CATEGORY e h0%

f- /\

Increase 1.51t02.5%

3 Increase025I 0.5 to 1.5 %
to 0
. to 1.25 (y ncrease
4 Potential Deflation Increase 0.0t0 1.0 % |
\ A AN \
+ | \
- | |
=
Rz
.
>
E 1
- = e = B
1
-2

wh & .3 sl Y it -
Source: USDA, Economic Research Service Food Price Outlook.
Economic Research Service

www.ers. usda.gov



RETAIL FOODS TO WATCH IN 2018: FATS AND OILS

* Prices for fats and oils rose 0.8 percent in
2017

e Part of the story is the high stocks of ~—
oilseeds

e This category also includes peanut butter,
butter, and margarine

e Fats and oils prices to decline between - |
1.5 and 2.5 percent in 2018 9

Economic Research Service

www.ers.usda.gov



RETAIL FOODS TO WATCH IN 2018: PORK

e Pork prices rose 0.6 percent in 2017 due
to increasing bacon prices

* Prices at the farm and wholesale level are
expected to be lower as pork production is
expected to expand

e Retail pork prices to change between -0.5
and 0.5 percent in 2018

Economic Research Service

Wwww.ers.usda.gov



RETAIL FOODS TO WATCH IN 2018: BEEF AND VEAL

e Beef and Veal prices deflated 1.2 percent
in 2017

* Prices at the farm and wholesale level are
expected to be lower

e Keep an eye on drought conditions in
Texas/Oklahoma region

e Retail beef and veal prices to rise 0.5 to
1.5 percent in 2018 (lower than average)

Economic Research Service

www.ers. usda.gov



ERS FOOD PRICE OUTLOOK

e Updated 25t of each month
e 12 — 18 month forecast horizon (new year is added in July)
e Forecast 7 farm, 6 wholesale, and 19 retail food categories

Available at:
http://www.ers.usda.gov/data-products/food-price-outlook.aspx

Economic Research Service

Wwww.ers.usda.gov


http://www.ers.usda.gov/data-products/food-price-outlook.aspx

UBLICATION ON FOOD PRICE FORECASTING METHODOLOGY

Economic Research Service has
released a new report, providing
a detailed outline of ERS's
forecasting methodology, along
with measures to test the
precision of the estimates.

Economic Research Service
www.ers. usda.gov




FOoD PRICE OUTLOOK DATA Viz DEMO

How does the average
American howusehold

spend their money?

Are food prices more or
less volatile than other

- - T —— e 1 ¥
spenaing Cagegores

Cwver time, food price Does restaurant Inrecent years, Price changes vary by
inflation has outpaced inflation differ from food-at-home prices food category as well as
many other major grocery store inflation? hawve been declining. year to year

categories.

Link: https://www.ers.usda.gov/data-products/food-price-

outlook/food-price-environment-interactive-visualization/

Economic Research Service

Wwww.ers.usda.gov

Food price inflation also

varies by city.



https://www.ers.usda.gov/data-products/food-price-outlook/food-price-environment-interactive-visualization/

THANK You!

Contact Information:

Annemarie Kuhns or David Levin
amkuhns@ers.usda.gov david.levin@ers.usda.gov
202-694-5351 202-694-5353

Economic Research Service

Wwww.ers.usda.gov
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How does the average
American househaold

spend their money?

Year
2016 hd

Entertainment,
alcoholic beverages

" Appﬂ rel
A 2%

Food expenditures are the third
largest consumer spending
category.

Note: "Other” includes personal care products, tobacco, and miscellaneous expenditures. The Consumer Expenditure Survery refers

to medical care costs as ‘healthcare”
Source: USDA, Economic Research Service using Consumer Expendifure Survey data from the U 5. Bureau of Labor Stafistics.

Economic Research Service

www.ers.usdea.gov




Year

35 1914 2017
Are food prices more or ) ) d 0
less volatile than other 20 Regardless of category, prices can be volatile year to year. However, fo...
spending cagegories? prices have become less volatile post-1970s price spike. Category

< (All)
25 All items
Apparel
Education and comm...
20 Food
* . Housing
15 L . g Medical care
'. Recreation
=) o o ° % S Transportation
] ™ L
= .
; . . o . =. . CPI Category
. - ] » « * -
% 5 - ® * . .:3: b o . a ..!. ) ] B Allitems
T? . N [ I o %l B “oge 0™ OO . .':.!-u "‘..ih.'l..'ﬁ.:..li ll. 3 : Apparel
I . '. ° o . . :. L I .:...:I'O H **3 'b'?.g [l ESducation and comm...
Z (s . " %
= .y o2 0 TSed %" o Food
- Housing
-5 . . Medical care
. Recreation
. [
0 . . [l Transportation
-15
20 Source: USDA, Econo. ..
Research Service using
Consumer Price Index
25 data from the U.5.
Bureau of Labor
Statistics.
1910 1920 1930 1940 1950 1960 1970 1980 19590 2000 2010 2020

Year

Economic Research Service
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30.6%

30
Ower time, food price
inflation has outpaced Vear
many other major
categories. 207
Over the last 10 years, food prices have grown more 0l¢
75 than most major CPI categories, with the exception of
medical care costs. However, this is not true over all
10-year periods.
@ 20
(=1
=
m
G
= 16.8%
@ 16.2%
]
(=18
= 15
@ 13.8%
=
10.4%
10
5.6%
5 4.6%
Source: USDA, Economic
Research Service using
0 Consumer Price Index data
from the U.5. Bureau of Labor
Transportation Recreation Apparel Education and All items Housing Food Medical care Statistics.
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280

Does restaurant inflation
differ from grocery store
inflation?
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1945
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1955

1960

1965

1970

Growth rates begin to diverge in 2009,
when food away from home (restaurant)
prices started growing at a faster rate.

1975 1980 1985 1990 1995

Year

2000

2005

2010

2015

2020

Year

1947 2017
d B
Category

Food at home
[l Food away from home

Source: USDA, Economic
Research Service using
Consumer Price Index data
from the U.S. Bureau of
Labor Statistics.




In recent years, food-at- Year

home prices have been 1943 2017
. 16
declining. (] D
Annual percent change
14 -39 16.4
d D)
12 Annual percent change
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4 Research Service using

Consumer Price Index data
from the U.5. Bureau of Labor
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Price changes vary by
food category as well as
year to year.

Food category

Egogs

Beaf and veal

Cereals and bakery produ_.
Sugars and sweets
Fresh vegetables

Dairy

Other foods

Foultry

Monalcoholic beverages
Fresh fruits

Pork

Fatz and oils

Fish and seafood
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Year

2005

2010

2015 2020

O£

Annual percent change

2000 I 1211

Highlight food category

Eeef and veal X

Food category

[l Beef and veal

. Cereals and bakery products
Dairy
Eoaos

[l Fats and oils
Fish and seafood

[l Fresh fruits

e Fresh vegetables

L . Monalcoholic beverages

Other foods
Pork
[l Foultry

Sugars and sweeis




Food price inflation also
varies by city.

Economic Research Service
www.ers. usda.gov

Kansas City and Pitisburgh
experienced the highest rate

of food price inflation in the ol Detroit saw the lowest rate
contiguous U.S_at2 4 s of inflation at 1.2 percent
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the last 10 years of annual
data (2008-2017) for each
Metropolitian Statistical
Area (city). This approach
smooths out year-to-year
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RESOURCES FOR FOOD PRICE TRENDS

e Bureau of Labor Statistics Consumer Price Index
https://www.bls.gov/cpi/

e AMS Fruit and Vegetable Report
http://www.ams.usda.gov/mnreports/fvwretail.pdf

* IMF World Commodity Prices
http://www.imf.org/external/np/res/commod/index.asp

Economic Research Service

Wwww.ers.usda.gov


https://www.bls.gov/cpi/
http://www.ams.usda.gov/mnreports/fvwretail.pdf
http://www.imf.org/external/np/res/commod/index.asp

Amber Waves:

Presents current ERS economic and policy -, Am
research on agriculture, food, rural ‘ aves
America, and the environment for | Natural poncmies o Fod, Farming

‘ €S, and Rurg] Amel’"ica

policymakers, academics and the public.

http://www.ers.usda.gov/AmberWaves/

Economic Research Service

Wwww.ers.usda.gov
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PERCENT CHANGE IN THE ALL-ITEMS CONSUMER PRICE INDEX
(CP1) AND FooD CPI, 1984 - 2017

Percent Change
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REconomy-wide Inflation = Food at Home Inflation
Source: USDA, Economic Research Service using Bureau of Labor Statistics data.
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RETAIL FOODS TO WATCH IN 2018:
EGGS

e Egg prices decreased 9.5 percent in 2017

* Industry recovers from production lows in
2015.

 Farm-level egg prices have trended
upwards over the last several months

* Predicted to increase 0.0 to 1.0 percent in
2018

Economic Research Service

Wwww.ers.usda.gov



RETAIL FOODS TO WATCH IN 2Ul1l6: FRESH
PRODUCE

* Declining dollar could put upward pressure on price of imported
goods

* Fresh fruit prices expected to increase 4.0 to 5.0 percent in 2018

* Fresh vegetable prices expected to change between -0.5 and 0.5
percent in 2018

Economic Research Service

Wwww.ers.usda.gov
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