
MACRO  NEWS                                    3 0 / 0 7 / 1 4  
 

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

1/2    

GOOD NEWS FOR GERMAN CONSUMERS: INFLATION FALLS 

Berenberg Macro Flash 

CPI Germany,  yoy %, July 2014 
   
Actual  0.8% 
Previous  1.0% 
Consensual 0.8% 
Berenberg  1.0% 
 
Good news for consumers: falling food and energy price inflation brought inflation down from 1.0% to 0.8% in July, with 
the national and EU-harmonised measures moving in rare harmony. German inflation is at its lowest since February 2010, 
when the post-Lehman recovery had started to boost prices. Low inflation is a boon for German consumers whose real 
wages rise faster. This shows in rising consumer confidence indicators. But inflation staying as low as it is for too long risks 
leading to lower inflation expectations. That could perpetuate lower inflation and elicit a firm answer from the ECB.  
 
Food and energy were once again the key reasons for lower inflation. No detail is published with the national data release, 
but state-level data, for instance from Germany’s most populous state North Rhine Westphalia (NRW), shows that the 
inflation rates for transportation costs, household energy and food led the overall fall in inflation from 1.2% to 1.0% there. 
These volatile components have been driving national inflation down ever since it peaked at 2.4% in late 2011. They are not 
driven by German demand very much, but by global demand and by supply factors such as weather. Slower moving domes-
tic components like healthcare, education or rent have been stable or increasing. That trend continued in July. Once the 
downcycle in food and energy prices ends, inflation will also pick up gradually. 
 
Together with the decline in Spanish inflation from 0.0% to -0.3% in July, the German data points to a downside risk for 
the consensus forecast of unchanged Eurozone inflation at 0.5%, published tomorrow. However, the ECB is unlikely to 
react to the weak inflation data other than again signalling its readiness to go beyond the measures agreed in June. But they 
will probably wait for the effect of the TLTROs later this year before potentially stepping up the response. 
 

 
 
German Consumer Price Inflation 

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

CPI 0.8 1.0 0.9 1.3 1.0 1.2 1.3 1.9 

HICP  0.8 1.0 0.6 1.1 0.9 1.0 1.2 1.9 

Euro HICP  0.5 0.5 0.7 0.5 0.8 0.7 1.9 

Source: Destatis 
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This message has been produced for information purposes for institutional investors or market professionals, it is not a 

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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