
MACRO  NEWS                                    3 0 / 0 6 / 1 4  
 

Christian Schulz, Senior Economist | Christian.schulz@berenberg.com | +44 20 3207 7878 

1/1    

EUROZONE INFLATION LOW DESPITE GERMAN REBOUND 

Berenberg Macro Flash 

 
Eurozone HICP, yoy, June 

 

Actual:  0.5% 

Previous: 0.5% 

Consensus: 0.5% 

Berenberg: 0.6% 

 

Eurozone inflation stayed at only 0.5% yoy in June, far below the ECB’s below-but-close-to 2% target. This came despite a 

significant rebound in German inflation from 0.6% to 1.0% on the harmonised measure, suggesting a widening of the range 

of inflation rates between the core and the periphery. Part of the current undershooting is clearly due to volatile components 

such as food and energy as core inflation rose modestly in June from 0.7% to 0.8%. But even that rate remains far below 

target. 

 

On the positive side, the divergence in inflation rates between core and periphery is key for the speed of the competitive 

rebalancing within the Eurozone. As production inputs, including labour, becoming relatively cheaper in the former crisis 

countries, they are regaining competitiveness vis-à-vis Germany. For example, Spanish inflation fell to 0.0% in June, a per-

centage point below Germany’s. The worry for the ECB remains that if inflation stays too low for too long, inflation expec-

tations could adjust downwards. Due to downward rigidities in wages, that would make the competitive rebalancing in the 

Eurozone more difficult. It would also reduce the safety buffer to outright deflation. The ECB has just announced new 

measures to signal its readiness to bring inflation back to target and boost lending, but it will surely keep the door wide open 

to more measures at this week’s meeting. 

 

Eurozone Consumer Price Inflation 

% YOY JUN MAY APR MAR FEB JAN DEC JUN ‘13 

HICP 0.5 0.5 0.7 0.5 0.8 0.7 0.8 1.6 

   Core 0.8 0.7 1.0 0.7 1.0 0.8 0.7 1.2 

 

Source:  Eurostat 
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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 

website or contact capitalmarkets@berenberg.de.  
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