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Global Inflation Watch

The Fed welcomes easing supercore inflation

Overview: Underlying inflation momentum has moderated in the US and remained
elevated in euro area so far in Q2. Inflation drivers paint a mixed picture with weak
goods inflation and strong services inflation, but inflation is likely to edge lower in
2024. Energy and metal prices have moved lower over the past month. Tight labour
markets continue to support upside risks to core inflation despite signs of gradual
easing. We expect central banks to take a cautious approach to cutting policy rates.

Inflation expectations: Short-term inflation expectations have edged higher in the
US according to both markets & consumer surveys and remain steady in the euro
area. Longer-dated measures remain well anchored close to the 2% target level.

US: May CPI surprised to the downside in both headline (+0.01% m/m SA; forecast
+0.19%) and core (+0.16% m/m SA,; forecast +0.25%) terms. Importantly, May
marked the 2" consecutive month of cooling across housing and non-housing
(‘supercore’) services inflation, with the latter accounting for the majority of the
downside surprise in core inflation. This is a signal of further easing in underlying
price pressures and supports our call for two Fed cuts in 2024. Energy contribution
was negative with lower oil prices, while core goods deflation continued in line with
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Services inflation momentum has moderated in the US in April and May
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Global Inflation Watch

Top down overview

Downward trend in inflation drivers have stalled

Commaodity 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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European natural gas and electricity prices
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Commodity price levels - oil and food

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

Top down
Headline CPIinflation vs. oil prices CPI energy prices vs oil
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Core CPlI momentum

Headline CPI since 1980
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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 Rent of shelter
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Country details - Euro area

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

PMlI output prices
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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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