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Global Inflation Watch

Central banks welcome easing wage inflation

e Overview: Inflation drivers continue to paint a mixed picture but inflation is likely to Table of contents
head lower through 2023 in US and the euro area. Price pressures from food and freight
rates have clearly eased while metal prices have recovered lately. Energy and electricity 1.Top down overview

2. Country details - US
3. Country details - Euro area

prices have declined sharply amid warmer weather in Europe. Labour markets remain
tight, but wage pressures have showed tentative signs of easing as economies are
cooling down. In December, core inflation continued to pick up speed in the euro area,
while US CPI showed some easing in underlying inflation pressures. Looking forward,
easing financial conditions, less negative growth outlook and the recovery in China
continue to pose upside risks to inflation in 2023.

4. Country details - China

o Inflation expectations: Both US and euro area consumer inflation expectations have
remained elevated, but off the peak levels. Market-based long-term inflation
expectations have remained stable over the past month.

Market-based inflation expectations

e US: On first glance, US December CPI came out close to our and consensus sideways lately above 2%
expectations: headline -0.1% m/m (forecast 0.0%) and core +0.3% m/m (+0.3%). While 590 Lo aysy miatonexpectations fmape 0
core services inflation picked up more than expected (0.5%; from 0.4%), the uptick was :2 3
driven by faster shelter and health care inflation, while broader wage-sensitive inflation 2o5- <z
cooled. The contribution from core goods CPl was slightly less negative than in f: ‘W f:‘;
November, but the normalizing consumption will likely continue pushing prices 155 £U 5ySy iation expectations (awape) - 150
gradually lower in the coming months. Energy prices also declined, and food price R
inflation continues to ease. Overall the early signs of easing wage and core services 202t aoe2
inflation ease the pressure on the Fed to continue hiking rates aggressively in the spring. Note: Past or current performance is no guarantee

of future performance

o Euro: While markets cheered another marked decline in headline inflation to 9.2%, the Seuirees Weereleme) (RInemee) Eleemieng

same cannot be said for core inflation which reached a new record high of 5.2% in
December. For the time being, lower energy prices and base effects, as well as
government interventions are pushing down headline inflation. However, with a tight E— Core infiation ==,
labour market and still elevated selling price expectations, high core inflation will likely 6-

remain a worry for ECB for some time. In a positive development, consumer inflation 5- SroeeE
expectations and high-frequency wage growth measures have eased a bit lately. e

High core inflation will likely remain a
worry for ECB for some time yet

o China: CPI increased from 1.6 % y/y to 1.8% y/y in December and CPI ex. food was
unchanged at a low 1.1%. PPI increased to -0.7% y/y from -1.3% yly. S I i
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Signs of peaking wage growth on both sides of the Atlantic Source: Macrobond Financial, Eurostat, Danske
Bank
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Global Inflation Watch

Top down overview

Trend ininflation pressure moving lower

Commaodity price and freight inflation
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Contributions to US inflation
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Contributions to euro inflation
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Global Inflation Watch

US wage growth and labour market tightness

Euro wage growth and labour market tightness
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China PPl inflation momentum
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European natural gas and electricity prices
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Global Inflation Watch

Commodity price levels - oil, metals and food

Commaodity price levels - steel, iron ore and lumber
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Grain prices Fertilizer input prices
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Global Inflation Watch

Country details - US

Top down
Headline CPlinflation vs. oil prices CPI energy prices vs oil
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Global Inflation Watch

Core CPI momentum

Headline CPI since 1980
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Survey-based inflation expectations
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Global Inflation Watch

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

90 - % of % -186 160 - Mn people Mn people - 160
respondents
=% 155 - US non-farm payrolls / - 155
70 - Unemployment rate (rhs) 12
60 - 150 - - 150
50 - -10
‘Jobs hard to get' 145 - -145
40 - (consumer survey] (lhs) - 8
30 - e 140 - - 140
20 -
-4 135 - -135
10 -
-2 130 - - 130
O - 1 1 1 1 1 1 1 1 1 1 1
2000 2005 2010 2015 2020 2012 2014 2016 2018 2020 2022
Source: Macrobond Financial, Conference Board, BLS Source: Macrobond Financial, BLS
Bottom up
Core goods vs. services Core services ex shelter
125-, Core CPI d -125 9- -9
% ore , §00ds % %
ev/y (weight 23.4%) 9 viy ev/y .
leo-= =dae 7= US CPI core services ex shelter m
(weight 25.0%) @
US CPI core services 5- US CPI core services -5
5.0- (weight 58.3%) - 50 (weight 58.3%])
-4
2s- <] -3
00- - 00 =8
-1
25 - - -25

1 1 1 1 1 1 1
2010 2012 2014 2016 2018 2020 2022

Source: Macrobond Financial, BLS

7| 13January 2023

1 1 1 1 1 1 1 1 1 ’-D
2014 2015 2016 2017 2018 2019 2020 2021 2022

Source: Macrobond Financial, BLS




Global Inflation Watch

Used car prices
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Global Inflation Watch

Country details - Euro

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

PMlI output prices
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Global Inflation Watch

Service inflation vs. labour costs

Transport services vs. oil

Euro area
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Core durable goods
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Country details - China

CPl and CPI ex food
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PPl vs. commodity prices

140- %V/V
120 -
100 -
80 -
60 -
40 -
20 -
O -
.20 -
_40 =
-60 -

-80 - *:75% oil weight, 25% metals weight

Industrial commodity
priceinflation*, 1m lead (Ihs)

China PPl inflation (rhs)

%.y/y - 17.5
- 150
- 125
- 100
- 75
- 50
- 25
- 00
- 25
- 50
- 75
--100

1 1 1 1 1 1 1 1
2008 2010 2012 2014 2016 2018 2020 2022

Source: Macrobond Financial, NBS, Danske Bank

Note: Past performance is not a reliable indicator of future performance.
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