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Eurozone wage growth improves but
mind the trade data
Some positive data from the eurozone for a change. Wage growth
improves to 1.8% year on year in 1Q. Weak growth in exports in goods
in April rounds out a disappointing month for eurozone industry
though
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Wage growth increased modestly according to the Labour Cost Index, up from 1.6% in 4Q 2017 to
1.8% YoY in 1Q 2018. As the collective bargaining agreement for the German steel and metal
industry has boosted negotiated wages from 1.6% to 1.9% YoY growth in the eurozone as a whole,
today’s LCI wage growth is probably mostly related to that. This modest improvement in wage
growth seems to have given the ECB a lot of confidence in a sustained improvement of inflation to
target even though that puts a lot of weight on a 0.2% improvement.

There are good arguments for improving wage growth in the second half of the year though. The
labour market has been improving significantly over the past few years and labour shortages have
reemerged. Together with the conventional unemployment rate, broader measures of slack have
been coming down. An indicator showing that labour is hindering business activity has risen to a
level not seen since this was first measured in 1985. This shows that the improvements may be
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there, but are not yet widespread. Wage growth is therefore likely to continue to improve at a
modest pace, confirming our view of a slow recovery in core inflation for the second half of 2018.

Seasonally-adjusted trade data showed a mixed bag with imports growing faster than exports in
April, 1.4% and 0.4% MoM, respectively. As this data is nominal, higher oil prices have probably
boosted the imports data which will not show up in the GDP figures. The exports data was already
weaker than in previous months and from June onwards, the impact of the steel and aluminium
tariffs will come into the mix. Clouds around the trade outlook will therefore persist, even though
the outlook for eurozone domestic demand remains positive with strengthening wages and
employment growth at a stable pace.

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

