
MACRO  NEWS                                    3 0 / 0 9 / 1 4  
 

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

1/2    

EUROZONE: INFLATION, UNEMPLOYMENT DROP 

Berenberg Macro Flash 

Eurozone unemployment rate, %, sa, August 2014 
 
Actual:  11.5 
Previous: 11.5 
Consensus: 11.5 
Berenberg: 11.4 
 
Eurozone HICP, yoy, %, September 2014 
 
Actual:  0.3 
Previous: 0.4 
Consensus: 0.3 
Berenberg: 0.4 
 
Providing support for ECB advocates of more decisive monetary easing, Eurozone inflation dropped to 0.3% yoy in 
September, from 0.4% in August. Given stable German inflation and slightly less negative price pressures in Spain in that 
month, as well as the 5% decline in the euro exchange rate since May, the decline came as a slight surprise. Especially the 
drop in core inflation, which subtracts volatile items such as food and energy, from 0.9% to 0.7% in September provided 
further evidence of the lack of domestic price pressures, which may be aggravated in coming months by the renewed eco-
nomic slowdown due to geo-political risks at the moment. The ECB is very likely to have to revise down its inflation fore-
cast of 0.7% for this year in December. We expect the ECB to announce ambitious asset purchases at the meeting this week 
and to keep the door for outright quantitative easing, including the purchase of sovereign bonds, wide open. 
 
Developments were more positive in the labour market in August. Unemployment dropped by 137k, led by declines in 
Italy (-82k), Spain (-30k) and Germany (-12k). France was the only major country which reported a modest rise in unem-
ployment (+2k) again. Despite the decrease, unemployment remained very high at 18.3 million and the unemployment rate 
was unchanged at 11.5%. The economic upswing, which started in spring last year after the ECB had ended the panic in 
bond markets, has triggered job creation especially in those countries which adopted the toughest labour market reforms 
during the crisis. Eurozone unemployment in August 2014 was 834k lower than a year ago. Unemployment in the four 
countries which received rescue packages until the end of 2012 – Greece, Ireland, Portugal and Spain – remains on a firm 
downward trend (see chart). But those countries which shirked the necessary reforms and relied heavily on tax increases to 
cut their fiscal deficits, like France and Italy, have seen little progress so far. Italy is currently witnessing a renewed reform 
drive which raises hopes that the country can join the other former crisis countries’ rebound. That would leave France as the 
only remaining major weak link and raise the pressure on President Hollande and Prime Minister Valls to follow the periph-
ery’s lead. 
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Eurozone 18 unemployment 

sa AUG JUL JUN MAY APR MAR 

UE rate (%) 11.5 11.5 11.5 11.6 11.6 11.7 

UE change (k) -137 39 -129 -3 -84 -83 
 

Eurozone inflation 

Yoy, % SEP AUG JUL JUN MAY APR 

HICP 0.3 0.4 0.4 0.5 0.5 0.7 

Core 0.7 0.9 0.8 0.8 0.7 1.0 
 
 
Source: Eurostat 
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