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GERMAN INFLATION: MAY DIP HELPS ECB DOVES 

Berenberg Macro Flash 

 

German CPI, yoy, May 

 

Actual:  0.9% 

Previous: 1.3% 

Consensus: 1.2% 

Berenberg: 1.2% 

 

Probably washing away the last ECB hold-outs against further policy easing, German inflation fell sharply to 0.9% in May, 

from 1.3% in April. On the EU-harmonised measure, which feeds into tomorrow’s Eurozone rate, it even dropped to 0.6% 

from 1.1%. We expect German inflation to bottom out this spring and gradually return to the ECB’s 2% target as wage 

growth rebounds and temporary downward pressures from energy and food prices fade. There is a possibility that Germa-

ny’s inflation rate will remain above the Eurozone average in May, allowing the crisis countries to improve their relative 

competitiveness. But major German domestic inflation is also very unlikely with wage growth near 3% and the very open 

economy benefitting from low inflation elsewhere. 

 

No detail is published with the first national estimate, but state-level data suggests two factors behind the May decline. First, 

0.1-0.2pcp stem from last year’s food price increases fading from the annual comparison. The unusually cold winter and 

spring floods in parts of the country had driven up food prices last year. Second, the late Easter holidays continue to have 

repercussions: in Germany’s most populous state North-Rhine Westphalia, prices of package holidays contributed 0.5pcp to 

the fall in annual inflation as the post-Easter drop in prices this year fell largely into the month of May. While the food price 

effect is a normalisation and should thus not be reversed, the Easter effect may lead to yet another rebound in the inflation 

rate in June. 

 

German Consumer Price Inflation 

 

% YOY MAY APR MAR FEB JAN DEC NOV YEAR 

AGO 

CPI 0.9 1.3 1.0 1.2 1.3 1.4 1.3 1.5 

HICP  0.6 1.1 0.9 1.0 1.2 1.2 1.6 1.6 

Euro HICP - 0.7 0.5 0.7 0.8 0.8 0.9 1.2 

 

Source:  Destatis 
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financial analysis within the meaning of § 34b or § 31 of the German Securities Trading Act (Wertpapierhandelsgesetz), no 

investment advice or recommendation to buy financial instruments. The message does not claim completeness regarding the 

information on the developments referred to in it. On no account should it be regarded as a substitute for the recipient’s 

procuring information for himself or exercising his own judgements. The message may include certain descriptions, state-

ments, estimates, and conclusions underlining potential development based on assumptions, which may turn out to be 

incorrect. Berenberg and/or its employees accept no liability whatsoever for any direct or consequential loss or damages of 

any kind arising out of the use of this message or any part of its content. -- For full economics reports please visit our 
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