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Overview: Realised inflation cooled in June on both sides of the Atlantic. The
moderation was not driven by just lower energy prices, but also broader price
pressures eased, particularly in services. Inflation expectations also declined
temporarily, but have since turned higher, as energy prices rose again in July. We

Today’s key points

1. Top down overview

2. Country details — US

continue to see think that risk of underlying inflation turning more persistent is

. . K 3. Country details — Euro area
relative higher in the US compared to the euro area.

4. Country details - China

e Inflation expectations: Euro area’s 1-year inflation expectations have jumped to
about 3.0%, but longer-term forward expectations remain well anchored. Survey-
based inflation expectations have ticked higher across both euro area and the US.

Markets’ long-term inflation expectations

have risen, but only marginall
e US: June CPI landed well below expectations in both headline (3.5% y/y; cons. y marginaly

3.8%, May 4.2%) and core terms (2.6% y/y; cons. 2.9%; May 2.8%). Inflation cooled L o
on a broad basis, but the largest downside surprises relative to our forecast were . e
seen in housing and non-housing services. Core goods prices recorded their 24%@
second consecutive month of outright deflation (-0.09% m/m SA, May -0.11%). o3 uspsYinfiation swzp -23
The release greatly decreases the risk of the Fed hiking rates in July, and we 22- EURSYSY inflation swap -2z
continue to forecast the first rate hike for the December meeting. 21- |

20- -20

e Euro area: HICP inflation declined more than expected in June to 2.8% y/y. The o ‘A“g‘seg‘og;‘ ‘N‘”‘DEC‘Ja”‘FE"‘“"H’Z‘O“EZ‘MEV‘J“”‘

decline was broad-based across energy, food and core inflation. Core inflation fell
to 2.4% vy/y, driven by services falling from 3.5% y/y to 3.2% y/y. Services
momentum eased to around 0.2% m/m s.a., following the strong rises seen in
recent months. Inflation in Q2 has now averaged 3.0% y/y — below the ECB's latest
projections of 3.2% y/y across all their scenarios. Food prices continued to fall in
June, and goods price momentum remains low, meaning that the indirect effects
from the energy shock are so far very limited.

Note: Past or current performance is no guarantee of
future performance
Source: Bloomberg, Macrobond

Core inflation outlook

% y/y % y/y

e Chinese PPl rose in June from 3.9% y/y to 4.1% y/y but is likely close to a peak as
PPI fell 0.3% m/m. China’s export prices are still going up as chip shortages fuel
prices on microchips and computers. Core CPl declined from 1.1% y/y to 1.0% y/y.

Markets price euro area inflation above target until 2028

Euro area

Euro area marked-based inflation expectations (HICP fixings) 2020 2021 2022 2023 2024 2025 2026 2027 °

% y/y

350 Source: BLS, Eurostat, Danske Bank, Macrobond
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Top down overview

Overview of inflation drivers

Commodity price and freight inflation

Inflation Dashboard [3-6M trend) %Yy USD per 40-foot box
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Contributions to US inflation

Contributions to euro inflation
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US wage growth and labour market tightness

Euro wage growth and labour market tightness

Ratio % y/y
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G2 PPl inflation vs oil price inflation

PMI input price indices US, Euro and China
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China PPI inflation momentum

European natural gas and electricity prices
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Source: Macrobond Financial, Markit

Note: Past or current performance is no guarantee of future performance
Source: Macrobond Financial, PBoC, Danske Bank
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Commodity price levels — oil and food

Commodity price levels — metals and iron ore

usD/barrel Index Index -400d=100 Index -400d=100
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Note: Past performance is not a reliable indicator of future performance. Note: Past performance is not a reliable indicator of future performance.
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Note: Past performance is not a reliable indicator of future performance. Note: Past performance is not a reliable indicator of future performance.
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Country details - US

Top down

Headline CPI inflation vs. oil prices

CPI energy prices vs oil

%y/y %y/y Index uUsD/Barrel
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Source: Macrobond Financial, BLS. Source: Macrobond Financial, BLS.
Note: Past performance is not a reliable indicator of future performance. Note: Past performance is not a reliable indicator of future performance.
Food prices Food prices vs FAO food price index
% y/y % y/y % y/y % y/y
150 - - 150 80 - -125
;:pl :°°d’ a:va\;fr]o[m hom‘; 8%) _ CPIfood, total, rhs.
_ (restaurants etc.) (weig 8% _
125 125 60 - FAO global food price index, - 100
100 - CPI.food, athome _ 100 - 8m lead, Ihs.
(weight 6.3%) 40 - 7.5
75 - ¢cpi food, total 50 - 50
5.0 - (weight 14.1%) _ ’
0- 2.5
2.5 - B
0.0 - -20 - 0.0
-2.5 - -40 -, - -25

1 1 1 1 1
2014 2016 2018 2020 2022 2024 2026

1 1 1 1 1 1 1
2011 2013 2015 2017 2019 2021 2023 2025 2027
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Note: Past performance is not a reliable indicator of future performance.

US PMI output prices vs CPl inflation

Core PCE inflation vs core CPI inflation

Index % y/y
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Core CPI momentum

Headline CPI since 1980
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Sources: BEA, BLS, Macrobond Financial

Survey-based inflation expectations

Long-term inflation expectations
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Note: Past performance is not a reliable indicator of future performance.
Core sticky prices inflation (prices changed less frequently) Median CPI inflation
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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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Bottomup
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Used car prices

Rent of shelter
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Lodging away from home (hotels etc.)

Food away from home (restaurants etc. )
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Country details — Euro area

Top Down

Headline vs. oil prices

Core inflation
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Note: Past performance is not a reliable indicator of future performance.
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Note: Past performance is not a reliable indicator of future performance. Note: Past performance is not a reliable indicator of future performance.
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Selling price expectations from companies

PMI output prices

Index % y/y Index Index
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Note: Past performance is not a reliable indicator of future performance.
Labour shortage and wage growth Wage growth (compensation per employee)
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Note: Compensation is affected by changes in working hours in contrast to negotiated
wages, which is per hour worked.
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Core inflation, effect from taxes Core inflation components
% y/y % y/y % y/y % y/y
6 - -6 7 - i -7
Euro, core inflation Services
= -5 6- Non-energy industrial goods [NEIG) -8
Euro, core inflation at constant taxe 5 ~ Euro core inflation -
4 - -4 4- )
ﬁ 3 - -3
3 — —
2 : : 2
2 — —
1- -1
1- -1
0 W 0
-1- --1
O —1 1 1 1 1 1 1 1 1 1 — 0 1 1 1 1 1 1
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2016 2018 2020 2022 2024 2026

Source: Macrobond Financial, Eurostat

10| 14 July 2026

Source: Macrobond Financial, Eurostat, ECB

https://research.danskebank.com



Danske Bank

Service inflation vs. labour costs

Transport services vs. oil
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Note: Past performance is not a reliable indicator of future performance.
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Country details — China
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PPl vs. commodity prices

PPI vs. export prices
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this document or any of its contents.
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