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UK: EASTER PUSHES UP INFLATION 

Berenberg Macro Flash 

 

 CPI inflation, 

April 

Latest 1.8% 

Previous 1.6% 

Consensus 1.7% 

Berenberg 1.8% 

 

Inflation is stabilising close to the Bank of England’s 2% target, giving little reason to keep interest rates at rock 

bottom levels. Inflation rose to 1.8% in April, from 1.6% in March, as the late Easter caused a temporary spike 

in air fares inflation. That was in-line with BoE’s forecast but above consensus expectations. Inflation has fallen 

sharply in the past year and with wages still weak there are no strong inflationary pressures right now. That being 

said, the key issue is slack. A range of measures suggest there is not much left – indeed, core inflation was bang 

in-line with the BoE’s 2.0% target in April, which is not indicative of widespread spare capacity – and the econ-

omy is growing at above trend rates. While there is little inflationary pressure, there is also little disinflationary 

pressure right now.  

 

Inflation in March and April was distorted by Easter. That is obvious from air fares inflation, which dipped in 

March but surged by 18.5% yoy in April as the late easter drove up prices last month. The large falls in petrol 

prices last Spring are also dropping out of the annual inflation calculation, pushing up inflation a little.  

 

There was good news on the price of essentials, which has been heavily squeezing households. Petrol prices were 

still down 5.0% yoy. Food price inflation slipped to 0.5% yoy in April. Utilities price increases eased to 4.8% yoy. 

We will not get a clean read on inflation until the May figures. An average of the past two months is a reasonable 

way of filtering out the Easter noise, which puts core inflation at 1.8% and headline inflation at 1.7%, close to 

the BoE’s target. 

 

It is the inflation outlook that really matters for monetary policy. There is every chance inflation will pick up as 

slack is eroded. Core factory gate price inflation rose to 1.0% yoy in April, not a high figure but also not signal-

ling any imminent sharp disinflation. Inflation should stay between 1.5% and 2.0% this year, as higher sterling 

and commodity prices bear down on import costs, and a tightening economy should then push inflation back up 

to the 2% inflation target by the end of 2015. We expect the first 25bp rate hike in Q1 next year followed by 

three more 25bp increases during 2015 and four more in 2016. 
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