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Global Inflation \Watch

Hard data signals continuing disinflation

e Overview: Underlying inflation continues to moderate both in the euro area and in
the US. Inflation pressures ease gradually with weak goods inflation and in the case
of the US, a more balanced job market. In the euro zone, wage growth remains
elevated but is also now cooling. Markets’ inflation expectations have risen
modestly amid fiscal and trade policy uncertainty stemming from the US, but
realized data shows little reason for concern. Oil prices have risen in early 2025,
but mostly due to supply concerns linked to new sanctions on Russian exports.

« Inflation expectations: Market-based inflation expectations have turned modestly
higher but remain consistent with the 2% target. US consumers’ inflation
expectations rose across both 1y and 5y horizons in the latest University of
Michigan survey, but other measures remain at modest levels.

e US: December CPI came out close to expectations. Headline inflation accelerated
to +0.39% m/m SA (2.9% yly, cons. +0.3% m/m) due to higher energy prices, but
core inflation moderated to +0.23 m/m SA (3.2% yly, cons. +0.2% m/m). Growth
in hotel prices calmed down after an unusual uptick in November, which together
with core goods and health care contributed to easing core inflation. Importantly,
shelter and broader non-housing services inflation remained on a cooling trend as
well. We still forecast the next 25bp Fed cut in March.

o Euro: Headline inflation roseto 2.4% y/y in December, as expected, up from 2.2%
in November. This increase was mainly driven by energy base effects, while core
inflation remained unchanged at 2.7% yly. Core services showed monthly price
increases on the high side with 0.3% m/m s.a., however, this comes after the very
low print in November, so 3m/3m momentum continued lower in a positive sign for
the ECB. Moreover, December’s inflation figures resulted in Q4 average inflation
10bp lower than ECB staff predictions. Hence, December’s data confirmed the
narrative of weakening momentum in underlying inflation as momentum in services
is coming lower while goods remain very low.

e China: December CPI declined from 0.2% y/y to 0.1% y/y while core CPI rose to
0.4% yly from 0.2% yly. PPl increased to -2.3% y/y from -2.5% yly.

The downward trend in underlying inflation momentum continued in December
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Global Inflation Watch

Top down overview

Overview ofinflation drivers

Commodity price and freight inflation
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US wage growth and labour market tightness

Euro wage growth and labour market tightness
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G2 PPlinflation vs oil price inflation

PMI input price indices US, Euro and China

Index % vy/y Index Index
90 - - 100 - -80
-22
85 - _ 90 - -75
80 - - 18 80 US PMI input prices, lhs. i 70
75 -
G2 PMI output prices, Ihs. -14 - 65
70 - - 70 -
65 - -10 " - 60
G2 PPI, rhs. - 60 -
60 - - 6 \ - 55
- - 50 -\ o
55 2 , - 50
50 - T 40 - - 45
45 -
- 30 - - 40
40 - -6 I I I I I I I I I I
! ! ! ! ! ! ! 2016 2017 2018 2019 2020 2021 2022 2023 2024
2012 2014 2016 2018 2020 2022 2024
Source: Macrobond Financial, BLS, Eurostat Source: Macrobond Financial, Markit
China PPI inflation momentum European natural gas and electricity prices
% m/m Index EUR/MWh EUR/MWh
2.5 - 650 - - 350
20- China PMI man, output prices, rhs. -6l 600 -  Dutch, Natural Gas Future, rhs.
59 550 - — - 300
15 _57 500 Germany electricity baseload,
" price, 1m forward, lhs _ 50
1.0 -55 450 -
China PPI, % m/m, lhs. - 53 400 -
05 -51 350 - 200
0.0 - 49 ggg - 150
05- -47
a5 200 - 100
E e /74
-1.5 - - 41 100 - £
: 1 1 1 1 1 1 1 1 1 50 _ W
2017 2018 2019 2020 2021 2022 2023 2024
O ! 1 1 1 1 1_ O
2020 2021 2022 2023 2024

Source: Macrobond Financial, Markit

Note: Past or current performance is no guarantee of future performance
Source: Macrobond Financial, PBoC, Danske Bank

3| 16 January 2025

https://research.danskebank.com




Global Inflation Watch

Commaodity price levels - oil and food

Commodity price levels - metals and iron ore
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Country details - US

Top down

Headline CPI inflation vs. oil prices

CPIl energy prices vs oil
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Core CPl momentum

Headline CPI since 1980
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Survey-based inflation expectations
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Core sticky prices inflation (prices changed less frequently)
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Labour market tightness: wage growth vs tightness

Labour market tightness: job openings and shortage
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Labour market tightness: Jobs hard to get and unemployment

Employment gap
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Used car prices
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Country details - Euro area

Top Down
Headline vs. oil prices Coreinflation
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Selling price expectations from companies

PMI output prices
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Labour shortage and wage growth

Wage growth (compensation per employee)
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Service inflation vs. labour costs

Transport services vs. oil
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Country details - China

CPl and core CPI

CPI and food prices
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