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Belgium’s inflation rises only slightly in
March; wait a minute…
Belgian inflation increased only modestly, from 1.4% to 1.6% in March.
Given the renewed surge in energy prices, that looks surprising at first
glance. But this apparent stability is misleading: a sharper rise in inflation
is likely in the coming months

Belgium’s exposure to energy-price fluctuations remains high

High exposure to energy prices
Between 2021 and 2023, Belgium was among the European countries most affected by the
inflation surge. Inflation peaked at 12.3% in October 2022 and stayed above 5% for 19
consecutive months. Several factors explain this outcome, but the jump in energy prices was a
key driver. Energy accounts for a relatively high share of Belgium’s consumer price index
(around 10%), compared with most other European countries. In addition, the way gas and
electricity prices are incorporated into the index makes inflation particularly sensitive to
energy-price swings.

Gas and electricity bills enter the index using the acquisition-price principle: each month, the
index reflects prices on newly signed energy contracts (fixed- or variable-priced), rather than
the prices paid under existing contracts. Households that previously locked in fixed-price
contracts are therefore insulated from short-term market moves, yet the index responds
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immediately, which can amplify the measured inflation response. A methodological change
aligned with Eurostat recommendations is under review, but it is not expected to be
implemented before 2027.

A question of timing
Against this backdrop, it may seem surprising that inflation has not (yet) been more affected
by the escalation in the Middle East and its impact on oil and gas markets. While inflation in
fuel prices rose from -1.8% in February to 3.8% in March, other energy components (gas,
electricity and heating oil) were broadly stable. As a result, the overall energy component still
made a negative contribution to headline inflation in March (-0.2 percentage points).

Once again, methodology largely explains the disconnect:

Heating oil prices are smoothed over 12 months, reflecting the fact that households do
not refill their tanks every month. A sharp increase in heating oil prices is therefore
incorporated into the index only gradually.
For gas and electricity, the limited impact mainly reflects timing. Reference prices for
new contracts were updated at the beginning of March, before the Middle East
escalation translated clearly into retail contract pricing. Later in the month, some
suppliers attempted to raise reference prices for new contracts or temporarily stopped
offering new fixed-price deals, but these changes were not captured in March’s inflation
calculation. A more visible increase in gas and electricity bills is therefore more likely to
show up from April onwards.

Other disinflationary forces
It is also worth noting that several major categories put downward pressure on inflation in
March, further masking the initial spillovers from higher energy costs to other goods and
services. Most notably, food prices fell by 1.2% year-on-year in March, after rising by 0.3% in
February.

The wave is coming
Belgian inflation’s strong sensitivity to energy prices has not disappeared: it has merely been
delayed. This is all the more true because, so far, only limited measures have been taken to
shield households from higher energy bills. The chart below illustrates the link between gross
energy prices on international markets and energy inflation for final consumers. It compares (i)
the year-on-year change in a synthetic index of gross energy prices in Belgium (22% gas, 36%
electricity and 42% oil) with (ii) year-on-year inflation in consumer energy prices as captured
in headline inflation.

Based on the latest available data, the synthetic gross energy price index has already risen by
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at least 50%. If the historical relationship holds, this could translate relatively quickly into
roughly 13% inflation in the energy component of the consumer price index. Given its weight
(8.4%) in the index, that would add about 1.1 percentage points to headline inflation, which
was still slightly negative in March. It would therefore not be surprising to see inflation rise
from 1.6% in March to close to 3% in April. And because the shock to energy bills is likely to
persist and gradually spill over to other goods and services, inflation in Belgium could move
toward 4% in the coming months.

Energy prices and inflation
Rising gross energy prices (gas, electricity and oil) should quickly translate into higher inflation
in the energy component of the price index.

Source: Statbel, LSEG Datastream

A shock that is hard to pin down
In short, Belgium’s exposure to energy price fluctuations remains high and should become
more apparent from April onwards. Beyond that, inflation will depend on how the Middle East
conflict evolves and on its effects on the production and transport of energy and other raw
materials. Higher energy prices will also feed into wages through Belgium’s automatic
indexation mechanism. While a recent government measure will limit indexation for high
salaries, further price increases cannot be ruled out as wage costs rise. Belgian inflationary
pressures may therefore prove more important than the March reading suggests.
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