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Italian headline inflation decelerates in
January, courtesy of energy
Today's release shows a divergence between the headline and core
measures, which could continue for a few months. This pattern
is unlikely to revive consumption, for the time being, but might start
affecting supply

Italian inflation
decelerated in January,
mainly on lower
energy prices

Regulated energy prices push down headline inflation
The headline inflation peak should now be behind us. According to the preliminary estimate,
headline inflation declined in January to 10.1% year-on-year (from 11.6% in December), in line
with expectations. Unsurprisingly, the inflation decline was mainly driven by the sharp fall in
regulated energy goods inflation (down to -10% YoY from +70.2% YoY), but also non-regulated
energy goods, fresh food and recreational services contributed marginally to cool down headline
inflation. The expiration of excise cuts on fuels had the expected upwards effect on transport
inflation.

The core measure inches up again at a non-accelerating pace
However, the most interesting part of the release, from the European Central Bank perspective,
was the core inflation part. The core measure inched up once again to 6.0% (from 5.8% in
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December), signalling that the pass-through of past energy price pressures is yet in place, albeit at
a non-accelerating pace. This might continue for a few months more, but if energy prices continue
to be well-behaved, chances are that the peak in core inflation might be reached by mid-year.

The pattern should continue if gas prices remain well-behaved
Looking ahead, we expect the divergence between headline and core inflation to continue in
February, once again courtesy of the energy-related component. With TTF gas prices now hovering
in the 60 €/MWh area, we expect retail gas prices to fall markedly in the month. The expected
modest increase in the core measure should not prevent headline inflation from decelerating to
the 9%+ area in February.

No short-term positive impact on consumption expected
All in all, the inflation picture seems to follow the expected profile. Notwithstanding the headline
deceleration, the stubbornness in the core measure remains an issue for short-term growth
developments. True, resilience in employment represents a crucial safety net for households, but
with contractual hourly wages increasing at a very modest 1.5% yearly pace, it can only limit
damages on real disposable incomes. For the time being, consumption looks set to remain under
pressure.

Interesting signals on the supply front worth monitoring
Where the energy deceleration might have a more immediate positive effect is on manufacturing,
and particularly on energy-intensive sectors. The PMI indicator for January, also released earlier
today, was back in expansion territory at 50.4, interrupting a six-month run of sub-50 readings.
This is a tentative indication that something might happen on the supply side front already in the
first quarter.

Author

Paolo Pizzoli
Senior Economist, Italy, Greece
paolo.pizzoli@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

mailto:paolo.pizzoli@ing.com


THINK economic and financial analysis

Snap | 1 February 2023 3

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 http://www.ing.com.

http://www.ing.com

