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Eurozone | Inflation fell in September because of energy,
with stable core

Agustin Garcia Serrador / Miguel Jimenez Gonzalez-Anleo

Further fall in energy prices, while the remaining prices remained relatively stable
While we have yet to know the final data, Eurostat's flash estimate confirms our expectations and points out
that inflation reduced by 0.2pp to -0.1% YoY in September (BBVA Research: -0.1% YoY; consensus: 0%
YoY), which basically reflects the falling prices of energy products (-8.9% YoY; BBVA Research: -9.1% YoY)
(Figure 1). Inflation for the rest of the components remained relatively stable, and the slight movements
offset one another. So, inflation of services increased by 0.1pp to 1.3% YoY, while that of non-energy
industrial goods fell by 0.1pp to 0.3% YoY and processed food remained stable 0.6% YoY. With all this, core
inflation remains at 0.9%, unchanged from mid-year. So far, no signs of second-round effects are observed
from the falling price of oil, which perhaps are being held back by improving domestic demand and some
translation of the depreciation of the euro over the past year.

Inflation will rebound later this year, but we continue to expect that it will remain
clearly below the ECB target in 2016

Today's data are in line with our scenario, that includes a spike in inflation in November and December (to
about 0.8% YoY) due to the disappearance of base effects from energy prices (after the sharp fall in late
2014) to reach an annual average of about 0.1% for 2015 as a whole. Nevertheless, recent developments in
the prices of raw materials, especially oil, as well as the exchange rate (linked to decisions of other central
banks) put a downward bias on the pattern of inflation in the short term. For 2016, inflation will clearly remain
below the ECB's target and we expect to record an annual average of 1.1%.
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Figure 1
Eurozone. HCPI inflation (% YoY)

30 Sep 2015

September 2015

July August Flash BBVA
2015 2015 Estim ate Research
HCH 0,2 0,1 -0,1 -0,1
Energy -5.6 -T2 -89 -89.1
Fresh Food 1.4 24 27 20
HCH ex cluding eneroy and food 1,0 04 ne 0&
Core e cluding Fresh Food and Enery 04 04 n4 04
Services 1,2 1,2 1,3 1,3
MHon-Ener oy Industrial Goods 04 04 n3 04
Processed Food 0,6 06 N3] nr

Source: Eurostat and BBVA Research

Figure 2

Eurozone. Annual HICP inflation rate. Contribution by component

4 4

ol
= e = O T T 0 O] O OO T T O 00D 000 0 00 00 00 000 = = o=
‘T‘T‘T‘TE‘T‘T‘T‘T‘T‘T‘T‘T‘T‘T‘TE‘T‘T‘T‘T‘T‘T‘T‘T‘T‘T‘TE‘T‘T‘T
[ = e S5 =CcS DR s = - =l N =, cCg ks

rhanEEE S 5SS e b o G EC R 5SS 0B EEE
imc'zc.—.-u_E&E—:_’Em@zr:.—-u_E&'E—.v_"imﬁza—:u_E
Services [ on-energy industrial goods
——Eneroy nprocessad Food
—HICP (% w4

AT
gt

i B

M
1 il_l I_I_i\.-'_i‘.lll‘l—!_' Bweer

May-14
Jun-14

Aor-1 4

-t bl
=8

™ 11

I:lIIIIIIIIIIIIIIIIIIII-IIII-I-T-W-ﬁv.“w“'mHvI‘
A

Jul-14
Aag-14
Sep-14
oict-14
Mone-14
Lec-14
Jan-15
Fef-15
Mar-15

Aor-15
May-15
Jun-1%5

Jul-15

Ayg-15
Sep-1501)

' roceszed Food
—— Coke Components

Source: Eurostat and BBVA Research

2/3

www.bbvaresearch.com



Flash

BBVA ‘ RESEARCH 30 Sep 2015

This document has been prepared by BBVA Research Department, it is provided for information purposes only and expresses data,
opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we consider
to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or implicit,
regarding its accuracy, integrity or correctness.

Estimations this document may contain have been undertaken according to generally accepted methodologies and should be
considered as forecasts or projections. Results obtained in the past, either positive or negative, are no guarantee of future performance.
This document and its contents are subject to changes without prior notice depending on variables such as the economic context or
market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in
financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or decision of
any kind.

In regard to investment in financial assets related to economic variables this document may cover, readers should be aware that under
no circumstances should they base their investment decisions in the information contained in this document. Those persons or entities
offering investment products to these potential investors are legally required to provide the information needed for them to take an
appropriate investment decision.

The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation, distribution,
public communication, making available, extraction, reuse, forwarding or use of any nature by any means or process, except in cases
where it is legally permitted or expressly authorized by BBVA.
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