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EUROZONE: INFLATION UP, UNEMPLOYMENT DOWN 

Berenberg Macro Flash 

Eurozone unemployment rate, %, sa, September 2014 
 
Actual:  11.5 
Previous: 11.5 
Consensus: 11.5 
Berenberg: 11.4 
 
Eurozone HICP, yoy, %, October 2014 
 
Actual:  0.4 
Previous: 0.3 
Consensus: 0.4 
Berenberg: 0.3 
 
Alarm bells may be ringing a little less loudly in Frankfurt ahead of next week’s ECB meeting after a modest rebound 
in inflation in October and a further decline in unemployment in September. However, the increase in headline inflation 
provides only limited reassurance. Volatile food price inflation rebounded a bit further from 0.3% to 0.5% yoy, and energy 
price deflation eased from -2.3% to -1.8%. That was offset by core inflation edging down for a second successive month 
from 0.8% to 0.7%. Given that the 10% decline in oil prices in October does not seem to have fully filtered through to 
households yet, chances are that headline inflation could fall again in the near-term. While that should be good news for 
Eurozone consumers, the ECB will continue to worry about the lengthy period of low inflation dragging down inflation 
expectations. That would then perpetuate low inflation and make the ECB miss its 2% target over the medium-term. The 
latest economic rough patch may further delay the long-expected gradual rebound in inflation and will probably trigger more 
discussions about further easing at the upcoming meetings. 
 
As to unemployment, the picture remains mixed between a buoyant periphery and stagnant France and Italy. Overall 
Eurozone-18 unemployment continued to fall in September. The monthly drop by 19k means that unemployment has fallen 
by 512k so far this year, even though the unemployment rate has come down only modestly from 11.8% to 11.5% and 
stayed stable in September. Almost the entire decline in unemployment so far this year happened in the former crisis coun-
tries on the Eurozone periphery. Spanish unemployment has declined by 379k since December 2013 (or 6.4% of the starting 
level). The decline in Portugal by 11.3% was even slightly faster than in the US in the same period, although the UK remains 
the best performer by some distance. Ireland and Cyprus also reported falling unemployment in 2013 (see Chart). The outli-
ers are the reform-laggards Italy and France, where unemployment continues to climb. This divergence will not be fixed 
sustainably by new fiscal or monetary stimulus but requires tough labour market reforms in the second and third largest 
Eurozone economies. 
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Eurozone 18 unemployment 

sa SEP AUG JUL JUN MAY APR 

UE rate (%) 11.5 11.5 11.5 11.5 11.6 11.6 

UE change (k) -19 -88 2 -88 -19 -90 
 

Eurozone inflation 

Yoy, % OCT SEP AUG JUL JUN MAY 

HICP 0.4 0.3 0.4 0.4 0.5 0.5 

Core 0.7 0.8 0.9 0.8 0.8 0.7 
Source: Eurostat 
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