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Berenberg Macro Flash 
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For the first time since 1960, UK inflation on the CPI yoy measure fell into negative territory in April. What the 
Lehman crisis did not achieve thanks to the large depreciation of sterling against the euro, the sterling uptrend in 
combination with cheap oil has this time around. For a few more months, inflation is likely to stay very low, be-
fore the effects of cheap oil and sterling appreciation gradually drop from the annual comparison and should 
allow inflation to rise back towards the Bank of England’s 2% target later next year. With the labour market tight-
ening and output growth by and large in line with trend, the risk of low inflation becoming engrained in expecta-
tions is modest, especially if the Bank of England keeps expressing its vigilance. That should still allow the Bank 
to start normalising rates very gradually starting early next year. 
 
The timing of Easter is likely to have played a role as air and sea fares were a major downward driver in inflation 
in April, suggesting that inflation may already exit negative territory in the coming months. The increase in motor 
fuel prices by 1.6% in March and April (compared with a fall by 0.1% in the same months last year) also points to 
declining downward pressure on prices from cheap oil already. However, some more slow-moving parts of infla-
tion were still declining, including housing and household services despite the rebound in the ONS house price 
index from 7.4% to 9.6% yoy. Core inflation slowed from 1.0% to 0.8% yoy in April, probably reflecting some de-
layed impact of cheap oil as well as falls in import prices. 
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HICP yoy % -0.1 0.0 0.0 0.3 0.5 1.0 

Core yoy % 0.8 1.0 1.2 1.4 1.3 1.2 
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