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Berenberg Macro Flash 
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German consumer price inflation continued its rebound out of deflationGerman consumer price inflation continued its rebound out of deflationGerman consumer price inflation continued its rebound out of deflationGerman consumer price inflation continued its rebound out of deflation, increasing from 0.3% yoy on the EU-
harmonised measure to 0.7% in May. The increase of the rate in May has a similar order of magnitude as those in 
Spain and Italy, suggesting that common factors, including volatile food and energy prices and the impact of the 
weaker euro on the prices of some imported goods were key drivers. Specific to Germany may be the impact of 
the new national minimum wage on the price of some services, which may gradually push up inflation as well.  
 
Deflation fears recede, real incomes Deflation fears recede, real incomes Deflation fears recede, real incomes Deflation fears recede, real incomes still rising nicely. still rising nicely. still rising nicely. still rising nicely. Inflation rates in Germany, Spain and Italy have risen by 
0.3-0.4 percentage points in May, suggesting an upside risk to our and consensus forecasts of 0.2% yoy for Euro-
zone inflation, which will be published tomorrow. Rising inflation rates in the Eurozone should help to stabilise 
inflation expectations, which is welcome news for the ECB, however, they reduce the positive impact on real in-
comes, which has boosted consumption so far this year. But there is no sign of significant domestic inflationary 
pressures, not even in Germany with its record-low unemployment rates. That should maintain real income 
growth rates for a while and at the same time allow the ECB to maintain its quantitative easing programme as 
planned at least until September 2016. 
 
The federal statistical office does not publish a detailed breakdown of the inflation rate, but state-level data, for 
instance from Germany’s most populous state North Rhine Westphalia, suggests that food price inflation, which 
accounts for 10% of total inflation, increased by 0.7 percentage points. Fuel prices rebounded by 1.6% on the 
month alone. They remain 6.1% lower than a year ago, but also contributed to the overall inflation rebound in 
May. Finally, health service inflation increased from 1.2% to 2.2% in May, which could be a sign of the new mini-
mum wage affecting the cost of care. Core inflation, which excludes food and energy, rose from 1.0% to 1.2% in 
NRW, mostly due to the rising cost of services. 
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yoy % MAYMAYMAYMAY    APRAPRAPRAPR    MARMARMARMAR    FEBFEBFEBFEB    JANJANJANJAN    DECDECDECDEC    

German CPI 0.7 0.5 0.3 0.1 -0.4 0.2 

   HICP 0.7 0.3 0.1 -0.1 -0.5 0.1 

Eurozone HICP --- 0.0 -0.1 -0.3 -0.6 -0.2 

Spain HICP -0.3 -0.7 -0.8 -1.2 -1.5 -1.1 

Italy HICP 0.2 -0.1 0.0 0.1 -0.5 -0.1 
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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 (Wertpapierhan-

delsgesetz), 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 regard-

ed as a substitute for the recipient’s procuring information for himself or exercising his own judgements. The 

message may include certain descriptions, statements, estimates, and conclusions underlining potential devel-

opment 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 con-

tact capitalmarkets@berenberg.de.  
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