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EUROZONE: UNEMPLOYMENT STABLE, INFLATION FALLS 

Berenberg Macro Flash 

Eurozone unemployment rate, %, sa, July 2014 
 
Actual:  11.5 
Previous: 11.5 
Consensus: 11.5 
Berenberg: 11.5 
 
Eurozone HICP, yoy, %, August 2014 
 
Actual:  0.3 
Previous: 0.4 
Consensus: 0.3 
Berenberg: 0.4 
 
What looks like good news for many Eurozone consumers is mixed news for the ECB. Eurozone headline inflation 
edged down further in August, reaching only 0.3% yoy. That strengthens households’ real spending power, but for the ECB, 
the distance of actual inflation to the 2% target keeps growing. That is likely to feed into more discussions in Frankfurt 
about further policy easing. However, most of the decline continues to be driven by volatile energy and food prices. Core 
inflation actually increased slightly from 0.8% to 0.9% in August. The ECB will look through the monthly volatility in infla-
tion at its forthcoming meetings. Much more important than inflation rates now is the economic rough patch caused by the 
crisis in Eastern Ukraine. Forward-looking indicators continue to fall, raising the risk that the Eurozone recovery may be 
interrupted for longer. That could delay any reversion in inflation trends and mean lower inflation for longer. As that risks 
de-anchoring inflation expectations, the ECB is likely to step up its response by December at the latest. 
 
The Eurozone’s labour market is not showing any impact from the Ukraine crisis yet. Unemployment was virtually 
unchanged in July (+4k) and the rate stayed at 11.5%. Averaging out the monthly volatility, unemployment continued to fall 
at a rate of a little less than 100k per month (see Chart). The trends at the country level were unchanged: unemployment fell 
in Germany and the reform countries on the periphery. Germany’s harmonised unemployment rate dropped by 0.1ppt to 
4.9%, Spain’s by the same margin to 24.5%, Portugal’s to 14.0% and Greece’s to 27.2% (in May). By contrast, unemploy-
ment rose in the reform-laggards France (+0.1ppt to 10.3%) and Italy (+0.3ppt to 12.6%). The labour market usually lags 
the economy, so that latest economic slowdown may take some time to affect statistics. However, with much of the periph-
ery relatively unaffected by the crisis in Ukraine, chances are that the improvement there will continue. Germany is strong 
enough to weather temporary setbacks. France and Italy seriously need structural reforms that would make it more attractive 
for firm to hire. Only then will they benefit more quickly once the next upswing begins. 
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Eurozone 18 unemployment 

sa JUL JUN MAY APR MAR FEB 

UE rate (%) 11.5 11.5 11.6 11.6 11.7 11.7 

UE change (k) 4 -167 -18 -91 -86 -85 
 

Eurozone inflation 

Yoy, % AUG JUL JUN MAY APR MAR 

HICP 0.3 0.4 0.5 0.5 0.7 0.5 

Core 0.9 0.8 0.8 0.7 1.0 0.7 
 
 
Source: Eurostat 

 
 

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.  

Joh. Berenberg, Gossler & Co. KG 

60 Threadneedle Street 

London EC2R 8HP 

Phone +44 20 3207 7878 

www.berenberg.com 

christian.schulz@berenberg.com 


