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Eurozone inflation remains on track amid
huge price uncertainty
The eurozone's headline inflation rate came in at 2.2%, continuing its
steady drop towards the European Central Bank's target. Expect
disinflationary pressures to prevail in the short term, but medium-
term inflation developments are clouded in huge uncertainty

This morning's inflation
release suggests it's
business as usual in the
eurozone for the time
being. The medium-
term outlook, however,
is more complicated

Eurozone inflation remains very stable at just above 2%. Surprisingly dull, in fact, given the turmoil
that the global economy is currently in. Down from 2.5% in January to 2.2% in April, inflation is on
track towards the European Central Bank's target, which justifies a continued careful easing of
the monetary policy stance.

Trade turmoil is so far impacting the eurozone in a disinflationary manner, with energy prices
down and the euro well above 1.12. This is reflected in falling energy prices, which amounted to
3.5% compared to April last year. Furthermore, postponed retaliatory measures from the
European Commission and pressure on European prices as Chinese goods are increasingly locked
out of the American market mean that goods inflation is not set to experience more of a price
increase in the months ahead.
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At the same time, we do note that businesses continue to see selling price expectations for the
coming months at elevated levels. For services in particular, this means that inflation is unlikely to
drop dramatically in the months ahead. Services inflation increased again in April, following a
larger-than-expected drop in March. The usual effect of a late Easter has likely played a role here
as package holiday prices dropped sharply in March. This probably reversed in April. But it also
serves as a general reminder that a decently growing eurozone economy with a strong labour
market and high wage growth can keep inflation somewhat elevated in the months ahead, even
when the trade war initially dampens inflationary pressures.

So while eurozone inflation looks quite steady, the outlook is very uncertain. A reshaping of the
global trade order could have significant inflationary effects, while slower growth implications are
set to dampen inflation. The degree to which global trade really changes is anyone’s guess at the
moment, making the medium-term outlook for inflation highly unpredictable.

Author

Bert Colijn
Chief Economist, Netherlands
bert.colijn@ing.com

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
(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 BR000341) 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 www.ing.com.

mailto:bert.colijn@ing.com
https://www.ing.com

