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Inflation in 18 charts

Inflation concerns are increasing on both sides of the Atlantic. The big
question is whether this is temporary or longer lasting. Below we use
18 key charts to discuss how transitory inflation really is in the
eurozone and the US
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There are multiple stories influencing the inflation rate at the

moment...
Covid effects Medium-term effects
« VAT impact + Output gap

- Energy base effects « Unemployment

- Container prices/shortages - Wage growth
+ Social distancing prices « Fiscal support

« Statistical changes + Monetary support

—)

Long-term effects
- Digitization

= Hysteresis

- Globalization

+ Demographics

Second round effects?

Source: ING Research

The US sees much more “current” inflation, with base effects

more important in the eurozone

3-month inflation rate, seasonally adjusted

Eurozone Core HICP. ———US Core CPI

Source: ING Research
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Eurozone inflation is at 2%, but mainly on energy effects for

NOW...
L \ ]
[ [T A b & i y
i \ /
r . F,

Percent

i - B

Jan May Sep Jan May Sep Jan May Sep Jan May Sep Jan May Sep Jan May Sep Jan May
15 16 17 18 19 20 21

-10

Inflation rate mEnergy =Unprocessed Food ®Processed Food Including Alcohol & Tobaccos Services ®Non-Energy Industrial Goods

Source: ING Research

Energy price impact on inflation is set to fall
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But supply chain problems are leading to large build-up of
pipeline inflation

Selling price expectations by industry
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In the US, supplier delivery times have also run up to record
highs
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US supply has a very hard time meeting demand at the
moment, resulting in higher price expectations
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Price expectations for goods have reached all-time highs on
both sides of the pond
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But for inflation to be longer lasting, wage growth seems key
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Eurozone slack has been coming down though
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Eurozone labour market slack still elevated but falling
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= Unemployment (ILO) = Underemployed part-time workers
m Persons seeking work but notimmediately available m Persons available to work but not seeking

And furlough schemes still hide slack in labour market figures
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And vacancy rates have yet to return to pre-crisis levels except
for education and health

®2019Q1 =2020Q1 m=2021Q1

Source: ING Research

Wage pressures have fallen over the course of the pandemic

Euro Area 19, Indicator of Negotiated Wages, Total, Change Y/Y
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In the US, labour market slack is deceiving...

Change in persons not in labour force versus Feb 2020 (mn)
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The number of people out of the labour force that want a job
has seen a much smaller increase than total labour market
dropouts

Source: ING Research
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Job openings have shot up in 2021, with hiring having a hard
time keeping up
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How temporary is the tightness in the US labour market? Rising
quit rates are a sign of increased wage pressures

Quits rate
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Eurozone wage growth is influenced by past inflation,

increasing chances of a wage-price spiral on the back of a price
shock
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Modest fiscal support lowers chances of overheating
substantially in the eurozone
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Source: ING Research
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
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(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR0O00341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.
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