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Global and European
setting

World economic activity

The world economic recovery, which had
been set in motion in the second quarter,
strengthened further in the third quarter. Not
only the increased risk appetite in the finan-
cial markets but also the extensive economic
stimulus programmes, the expansionary mon-
etary policy and the inventory cycle all played
a role. Global industrial output growth accel-
erated significantly after mid-year and, in
July-August, stood at a seasonally adjusted
22% compared with the average of the
second quarter, in which output had already
risen by 2%." Output was still down by 6%2%
on the year, however. The recovery of indus-
trial activity coincided with a perceptible ex-
pansion of global trade, the volume of which
was up 3% in July-August from its second-
quarter figure. In this two-month summer
period, its year-on-year deficit already fell per-
ceptibly to 15%%. One of the important fac-
tors here was the increase in the demand for
cars fuelled in many countries by car scrap-
page schemes or other fiscal incentives,
which in many cases triggered sharp increases
in imports of new cars and parts.

Looking at individual regions, global econom-
ic activity was once again given a consider-
able expansionary boost by the emerging
market economies, especially China. In add-
ition, the industrial countries contributed
positively to global growth. The main factor

1 These and the following figures on current patterns of
real global trade are from the Netherlands Bureau for
Economic Policy Analysis (Centraal Planbureau, or CPB),
which for a long time has been calculating monthly indi-
cators of the volume of world trade and global trade
prices and, in August 2009, began calculating a global in-
dustrial output series.

World
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Global recovery
regionally quite
broadly based
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was that the precipitous drop in real gross do-
mestic product (GDP) in the United States
and the euro area was followed by growth in
the third quarter. In addition, Japan's econ-
omy improved on its considerable pace of
growth in the second quarter. According to
initial estimates based on data for several
major economies and the euro area, aggre-
gate output in the industrial countries re-
turned to growth in the third quarter, after
seasonal adjustment, for the first time since
early 2008, increasing by 2%. However, it
was still down by 4%2% on the year.

According to the available information, the
cyclical upturn in the world economy will
continue in the current quarter and the fol-
lowing months. lllustratively, the expectation
component of the ifo World Economic Cli-
mate Indicator has reached a relatively high
level. The OECD's composite leading indicator
for the world economy (the OECD members
and some major emerging market econ-
omies) has been on the rise since early 2009
and surpassed the previous year’s level for the
first time again in August. All in all, a broadly
based global recovery therefore appears to be
taking shape, with the indicators for the
major emerging market economies trending
upwards more strongly than those for indus-
trial countries as this report went to press.

Given the perceptible revival of global eco-
nomic activity in the period spanning the
second and third quarters of 2009, the
strength of which had not been expected in
the preceding forecasts, the IMF revised its
growth forecast upwards in October, espe-
cially for 2010. For the current year, the IMF
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now expects global GDP to decline by 1.1%,
compared with -1.4% in the July interim fore-
cast. The projection for 2010 was increased
by 0.6 percentage point to +3.1%; however,
the global pace of expansion will still remain
well below the average for the previous cycle
(+4%). The ground for higher GDP growth
next year has, to some extent, already been
laid by the quite considerable growth over-
hang that appears to be in store for the end
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World market prices for
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of 2009. At the same time, the predicted de-
cline in the world trade volume for this year
was reduced slightly to 11.9%. For 2010, the
IMF is expecting world trade to grow by
2.5%, as against 1.0% forecast in July. How-
ever, given the distinctly resurging growth in
foreign trade flows, this appears to be a rela-
tively conservative forecast. The IMF predicts
that macroeconomic output in the industrial
countries — following a 3.4% decline in the
current year — will rise by 1.3% in 2010, with
relatively sharp GDP growth expected for the
United States (+1.5%) and Japan (+1.7%).
For the euro area, the IMF is expecting a rise
of only 0.3%, which, however, is at the lower
end of the current forecast spectrum. Growth
of developing countries and emerging market
economies is expected to accelerate from
1.7% this year to 5.1% next year. The IMF

continues to see the downside risks as pre-
vailing and especially to see a danger that re-
newed turbulence in the financial markets
could mar the global recovery or that the sup-
ply of bank credit might not suffice to finance
global output growth.

The commodity markets are widely expected
not to have an appreciable adverse impact on
global economic growth next year. During
the third quarter, crude oil prices fluctuated
within a rather narrow band of between
US$65 and US$75 per barrel. One factor at
play here was that the hurricane season,
which in earlier years had often disrupted
production in the Gulf of Mexico, was very
mild in 2009. In October, however, prices
went back up amidst a further brightening of
the global economic outlook. In mid-Novem-
ber a barrel of Brent crude oil was selling for
US$78Y: and €52'.. The base effect on the
year-on-year oil price movement reversed it-
self in July because oil prices had begun their
rapid descent at the same time a year earlier.
Forward quotations suggest that oil prices
will continue to rise moderately in the months
to come. As regards the other commodities,
the sharp price increases in the March to Au-
gust period were followed by much flatter
growth. In the case of industrial raw mater-
ials, this was because inventory build-up ac-
tivity subsided, particularly in China, and be-
cause of lingering uncertainty about the
strength of the global cyclical recovery. The
sideways movement of the index for food,
beverages and tobacco since mid-year has
been influenced by countervailing move-
ments between, on the one hand, grain and
oilseeds, which tended to become cheaper as

Commodiity
price
movements
calm
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in industrial
countries
marked by
reversal of base
effect

Continued
cyclical
improvement
in south and
east Asian
emerging
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a result of good harvests, and, on the other,
beverages, tobacco and sugar, which saw
prices rise significantly owing mainly to
weather-related output losses.

The renewed increase in energy prices was a
key reason for the perceptible resurgence,
after seasonal adjustment, of consumer
prices in industrial countries — especially the
United States — from June onwards. Since the
third quarter, the aforementioned reversal of
the base effect for energy prices has also
been making its presence felt in the move-
ment of the industrial countries’ annual infla-
tion rate; between July and September, nega-
tive year-on-year inflation already narrowed
by 2 percentage point to -0.6%. During the
fourth quarter, inflation rates will probably re-
enter positive territory. Excluding energy and
food, inflation in the industrial countries ran
at 1.2% in the third quarter, as against 1.5%

a quarter earlier.

In many emerging market economies, the
cyclical recovery, which in some cases had al-
ready set in at the beginning of the year, con-
tinued in the summer months. It was particu-
larly the south and east Asian emerging mar-
ket economies that once again expanded
their output sharply, with China achieving
real year-on-year GDP growth of 9% in the
third quarter, as against +8% a quarter earl-
ier. The Chinese economy is still receiving a
strong boost from public infrastructure invest-
ment being made as part of a comprehensive
government fiscal programme. Household
consumption is also proving to be a key pillar
of growth; car purchases were up in the third
quarter by more than 80% on the year —
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owing primarily to government financial in-
centives. Recently, recovery has also been
driven for the first time once again by a per-
ceptible revival of export business. Consumer
price inflation in China has remained discern-
ibly below zero in the past few months and
stood at -0.5% in October. India’s economy,
the output of which had risen by 6% on the
year in the second quarter, is likely to have
more or less maintained its pace of growth in
the third quarter despite considerable
weather-related output losses in agriculture.
The rise in the price of foods caused by crop
failure, however, was one of the main reasons
why inflation rose from 8.9% in the second

quarter to 11.7% in the third.

In Brazil, real GDP is also likely to have risen
sharply in the third quarter, with industrial
output up 4% on the quarter after seasonal
adjustment. However, industrial output was
still down by 82% on the year. According to
available indicators, the cyclical upswing con-
tinued to be supported largely by private con-
sumption, which was boosted by government
incentives to purchase cars and other con-
sumer durables. In Mexico, the middle of the
year saw the beginning of a distinct cyclical
recovery owing mainly to a considerable in-
crease in car manufacturing. Argentina’s
economy appears to have stabilised in the
third quarter; however, a perceptible cyclical
improvement does not yet appear to have
kicked in. In Brazil and Mexico, consumer
price inflation has tended to diminish further
in the past few months, reaching 4.5% in
both countries in October. By contrast, the in-
flation rate in Argentina rose to 6.5% at last
report.
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beginning
in Russia

US economy
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Russia, the major emerging economy to be
hit the hardest by the global economic and fi-
nancial crisis, overcame its cyclical trough in
the third quarter. Negative year-on-year
growth of real GDP narrowed to 9% from
11% according to an interim official estimate.
Manufacturing activity has gone back up dis-
tinctly over the past few months owing in
part to the perceptible expansion of oil pro-
duction that was made possible, above all, by
the launch of a large new oil field in Siberia.
Consumer price inflation in Russia continued
to subside considerably; in October the an-
nual inflation rate stood at 9.8%. This is likely
to have been due not only to households’
very subdued appetite for consumption
throughout the reporting period but also to
the sharp appreciation of the Russian rouble,
which, after its low in February, rose by one-
quarter against the US dollar.

During the third quarter, the US economy re-
turned to a growth track. After aggregate
output had shrunk by a total of 3%% in the
preceding four quarters, it rose in the third
quarter of 2009 by just under 1% on the
period after seasonal adjustment. The main
reason was that domestic household final de-
mand grew for the first time in two years —
owing, in particular, to targeted monetary
and fiscal policy stimuli. Household consump-
tion rose by %% on the period in real terms
after shrinking by 4% a quarter earlier. Gov-
ernment environment premiums and favour-
able conditions from manufacturers intermit-
tently led to a strong revival of car purchases.
However, consumer spending on other goods
and services also rose perceptibly. This is con-
sistent with the fact that households’ saving

ratio, after rising to 5% in the second quarter
owing, not least, to income-increasing meas-
ures under the economic stimulus pro-
gramme, went back down to 3%2%. Resur-
ging asset prices will probably also have given
private consumption a boost. The price cli-
mate remained calm, which is likely to have
had a positive effect on consumer demand.
Although the consumer price index rose in
the third quarter by 0.9% on the quarter
after seasonal adjustment, owing mainly to
higher energy prices, excluding energy and
food this figure was only 0.4%. Owing to a
base effect for, among other things, foods,
the annual rate of inflation for the overall
basket of goods slid somewhat further into
negative territory (to -1.6%). Continuing job
losses put a strain on household consump-
tion, even though their pace has grown no-
ticeably slower. In the June to October period,
the unemployment rate rose by % percentage
point to 10.2%.

Aggregate growth was also supported by pri-
vate gross fixed capital formation. Residential
construction investment grew by 5%%,
bringing to an end a 3':-year period of con-
traction during which the (nominal) share of
this component in GDP had fallen by around
four percentage points to 2%:% in early
2009. Factors contributing to this turnaround
include not only tax relief for first-time home
buyers and the stabilisation of residential
property prices but also targeted monetary
policy intervention in the mortgage market to
dampen lending rates. The commercial real
estate markets, however, remained in a state
of tension. Investment in commercial con-
struction, which tends to lag the cycle, was

...and gross
investment



Slightly
negative
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contribution
from foreign
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Japan
recovering
at increased
pace

cut by 2%%. Surprisingly, however, firms
slightly increased their investment in plant,
equipment and software despite considerable
capacity underutilisation. Firms reduced the
pace of inventory depletion, which also
boosted growth.

It was particularly the increase in cross-border
deliveries of cars and car parts that caused
real foreign trade flows to rise sharply. Since,
owing to the revival of domestic demand, im-
ports rose even faster than exports, on bal-
ance foreign trade put a slight damper on
GDP growth — unlike in the preceding quar-
ters.

According to a preliminary estimate, the Jap-
anese economy increased the pace of its
growth from its second-quarter rate of %%
on the quarter (after seasonal adjustment) to
1Y% in the third quarter. Nonetheless, real
GDP was still down by 4%:% on the year.
Much like in the United States, aggregate
growth in Japan was broadly based on the
demand side. It is attributable in virtually
equal parts to foreign trade, inventory move-
ments and private domestic final demand.
The %% growth in households’ consumer
spending on the preceding three-month
period, however, is particularly likely to have
been induced by extensive fiscal stimuli.
Households were also supported by initial
signs of an improvement in the labour mar-
ket. From its all-time high in July, the un-
employment rate fell by 0.4 percentage point
to 5.3% in September, while employee
wages and salaries grew in real terms by %%
on the quarter, owing largely to the con-
tinued perceptible year-on-year decline in
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consumer prices — from -1.8% in June to
-2.2% in September. Changes in firms" inven-
tories also contributed substantially to GDP
growth. In addition, commercial investment
rebounded slightly, whereas the sharp slow-
down in residential housing construction con-
tinued. The public sector was unable to fully
maintain its high level of investment activity
from the second quarter. Although exports of
goods and services continued to grow at an
unrelenting fast pace, a considerable increase
in imports meant that foreign trade, on bal-
ance, did not shape overall economic growth
to the same degree as a quarter earlier.

The UK economy did not yet bottom out in
the third quarter. According to a provisional
estimate, real GDP in the third quarter was
down by just under 2% on the quarter after
seasonal adjustment. All major economic sec-
tors contributed to this contraction, which
was, on the whole, only slightly weaker than
in the preceding three-month period. In con-
struction and the other non-energy manufac-
turing sectors, real gross value added, at -1%
and -%% respectively, fell even more sharply
than in the second quarter. Although this re-
sult was affected adversely by maintenance-
related disruptions to oil and gas production,
value added in the more narrowly defined
manufacturing industry continued its decline,
too. Only in services did the slide slow down,
from 2% in the second quarter to %% as
this report went to press. No initial estimate
for the movement of the expenditure com-
ponents of GDP is yet available. However,
there are indications that household con-
sumption may have stabilised in the third
quarter. As in other countries, car scrappage

schemes meant that a significantly larger
number of new cars were registered than in
the preceding quarter. Moreover, retailers re-
corded a perceptible increase in the volume
of sales. The labour market continued to have
a retarding effect on consumption. However,
the standardised unemployment rate rose
only slightly, to 7.8% in the July-August
period. The high level of consumer price infla-
tion by international standards subsided dis-
tinctly over the summer months. Owing, in
particular, to the base effect for energy,
which has lasted longer in the United King-
dom, annual inflation fell by 0.7 percentage
point between June and September to 1.1%.

Now that external sources of funds have
dried up, an unavoidable adjustment process
has begun in the new EU member states
(EU-8), with major differences from one
country to another. Nevertheless, economic
activity in the EU-8 continued to stabilise in
the third quarter. The recovery of the indus-
trial sector gained a broader regional footing
after mid-year following a second quarter in
which output growth was carried almost ex-
clusively by the upturn in Poland. On the
whole, industrial output in the July-August
period was %% higher than in the second
quarter, with only Bulgaria posting a decline.
However, since the improvement is associated
with the revival of foreign demand for cars,
the expiration of the environmental pre-
miums in some European countries, including
Germany, is likely to be followed, at least
temporarily, by a decrease in external boosts.
The third-quarter stabilisation of nominal re-
tail sales (excluding cars) relative to the
second quarter in the EU-8 reflects the strong

Cyclical
stabilisation

in the new EU
member states



sales growth experienced in Poland and the
continuing contraction elsewhere. According
to Bundesbank calculations, the region’s
standardised unemployment rate rose from
8.0% in June to 8.3% in September. Con-
sumer price inflation continued to decrease;
since mid-year, the Harmonised Index of Con-
sumer Prices (HICP) has fallen by 1.0 percent-
age point to 2.7% in October.

Macroeconomic trends in the euro area

Economic slide
ended in Q3

Indicators

of industrial
activity clearly
pointing
upwards

In the summer months, the euro area revert-
ed to a moderate growth track after a second
quarter in which the retarding forces had al-
ready diminished noticeably. Real GDP rose in
the third quarter by 2% after seasonal ad-
justment compared with a decline of %% in
the preceding three-month period. However,
it was still down by 4% on the year. The cyc-
lical upturn after mid-year was supported
particularly by two major euro-area member
states, Germany and Italy, with France's econ-
omy likewise making a positive contribution
to euro-area growth. By contrast, Spain post-
ed negative GDP growth. For the current
quarter, the European Commission is expect-
ing aggregate output in the euro area to rise
by 2%; however, this would mean an overall
decline of 4% for 2009 as a whole.

[t was particularly in production where
mounting signs of a cyclical revival in the euro
area became visible. Industrial output rose in
the third quarter by 22% (after seasonal ad-
justment) from its low in the second quarter,
yet was still down by 14%:% from the third
quarter of 2008. Whereas the manufacture
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of consumer goods, which had been affected
relatively little in the wake of the recession,
stagnated in the third quarter, the production
of intermediate and capital goods — including
cars — and energy was pointing perceptibly
upwards again. This is consistent with a slight
rise in capacity utilisation in the manufactur-
ing industry between July and October from a
very low level, the first such increase since the
first quarter of 2007. The improvement in in-
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Labour markets in the global recession

The labour markets in industrial countries have
responded to the sharp contraction in macroeconomic
activity around the turn of 2008-09 to widely varying
extents. A seasonally adjusted comparison of the
relative decrease in employment with the percentage
decline in GDP for the period between the first quarter
of 2008 and the second quarter of 2009 reveals a rather
mixed picture.” While there have been substantial job
losses in Spain and Ireland, job cuts in a large number
of other countries, including ones which have recorded
very sharp production shortfalls, have been quite mod-
erate so far. In Germany and Belgium, there were, on
balance, actually more people in work in the second
quarter of 2009 than there had been in the first quarter
of 2008. If the developments in macroeconomic activity
and employment are set in relation to one another, thus
- so to speak — normalising the labour market response
to the size of the underlying “shock”, then very hetero-
geneous adjustment paths also become apparent. This
also holds true if output per hour worked is examined
for those countries for which corresponding data are
available.

In some cases, a connection has been established
between the international discrepancies in employ-
ment and productivity trends and government support
measures, which enable enterprises experiencing a
severe shortage of orders to reduce the working hours
of their employees and partially offset the resulting loss
of earnings through transfer payments.2 The short-time
working benefits provided in Germany are a well-known
example of this. In contrast to the employment trend in
Germany, however, the most recent expansion of short-
time work is by no means unusual when compared with
previous cycles. The strong decline in the number of
hours worked per employee in Germany is attributable
to a much greater extent to the more flexible provisions
regarding negotiated working hours that have come

1 For European countries, the number of persons in work given in the
national accounts is used as a measure of employment. For the USA,

Deutsche Bundesbank
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into force over the past few years (see also the com-
ments on page 52 et seq).

Reference is also often made to the significance of
employment protection legislation. Countries such as
the USA, Ireland and the United Kingdom, in which
employers face relatively small obstacles in terms of
laying off staff, have in point of fact recorded quite
significant job losses; by contrast, the figures have
been comparatively low in Germany, France and Italy;
Spain, however, with its rather restrictive employment
protection legislation, but a large share of its workforce
employed on temporary contracts, is something of an
exception. Even if — by way of comparison — the OECD’s
Employment Protection Index (EPI) is taken as a meas-
ure of the degree of employment protection, it is not
possible to observe a close link here.

Indications of further possible reasons for the different
labour market responses can be obtained by analysing
particular sectoral features in individual countries. For
example, there appears to have been a comparatively
high number of job losses in those countries experien-
cing difficult adjustment processes on their real estate
markets and, consequently, also in their construction
sectors. The hefty job losses in Ireland and Spain can, to
a large extent, be directly attributed to the construction
sector. As a result of the previous misalignments on the
real estate markets, a large number of jobs are likely to
be lost permanently during the adjustment process.

Furthermore, it appears that other countries which have
also recorded substantial job cuts in the construction sec-
tor have likewise suffered noticeable losses in other sec-
tors. These changes in employment, which are broadly
based across all sectors, may indicate that enterprises
consider the underlying drop in aggregate demand to
be a longer-term phenomenon. By contrast, those coun-

the number of employees on non-farm payrolls taken from the BLS'
Establishment Survey is used, while for Japan data from the monthly



tries which have recorded only a slight overall decline
in the number of persons in work have experienced job
cuts primarily in the industrial sector. This was due, first
and foremost, to the fall in foreign demand for those
countries’ products. Given that this — in some instances,
very strong — drop in demand may be largely deemed to
be a temporary development, labour hoarding on the
part of enterprises is understandable in view of the costs
associated with laying off and hiring staff. It is certainly
striking that, despite an extremely sharp contraction in
industrial output, the two large industrial countries of
Germany and Japan have, up to now, not recorded any
or only moderate employment losses in their economies
as a whole. Especially in Germany, the consensus among
wage bargainers on the preservation of jobs is likely to
have played a significant role. In addition to the costs
assumed by enterprises and the government, employees
themselves have borne some of the costs arising from
labour hoarding by foregoing part of their wages.

The fact that economies which previously recorded a
dramatic slump in industrial activity are now recovering
at a comparatively rapid pace is likely to be a contrib-
uting factor in reclosing the international gap in the
productivity trend. Moreover, it may be expected that
countries experiencing relatively strong labour market
responses will see employment recover again if the
overall economic upturn continues. However, it remains
questionable whether, in the majority of the countries
affected, job losses that are broadly based across all
sectors merely reflect a weakness in aggregate demand
— which could be quickly surmounted when economic
activity improves — or whether they indicate lasting
structural changes. At all events, if underemployment
continues, the human capital of the unemployed will
depreciate in value, thus reducing the prospects of
those affected of finding a new job when the economy
picks up again.

Labour Force Survey — which, in some cases, are subject to seasonal
adjustment by the Bundesbank - are relevant. — 2 See European Cen-
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Real GDP and employment
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tral Bank, Links between output and unemployment in the euro area,
Monthly Bulletin, October 2009, pp 52-54.
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Euro-area consumer prices
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dustrial activity is expected to continue in the
current quarter. Overall orders received rose
in the July-August period by no less than
7Y2% on the quarter. In addition, according
to the EU economic survey the sentiment in
industry in the euro area has improved con-
siderably since its low in March 2009.

The picture being shown by demand-side in-
dicators is still quite heterogeneous. Foreign
trade is likely to have once again contributed
positively to growth in the third quarter.
Nominal exports to non-euro-area countries
rose by 2'2% in July-August, after seasonal
adjustment, from their level in the second
quarter, whereas imports fell by 2%. The
trade surplus in this two-month period was
higher than at any time since June-July 2004.
Household consumption patterns continued

22

to be shaped in the third quarter by the pro-
motion of car sales through government pur-
chasing incentives in various member states.
New car registrations, which had already
grown distinctly in the second quarter, were
up by 1%2% on the quarter and by 7%% on
the year. However, this coincided with a diver-
sion of purchasing power away from trad-
itional retail trade, where real sales increas-
ingly trended downwards (-%%). Although
consumer confidence continued to improve
throughout the reporting period, unfavour-
able assessments still hold the upper hand.
Gross fixed capital formation is likely to have
continued to fall in the third quarter. Euro-
area construction output was down in the
July-August 2009 period by a seasonally ad-
justed 2v4% on an already depressed second-
quarter level. In addition, the increase in cap-
ital goods production was heavily character-
ised by greater household demand for new
cars and less by orders of machinery and
equipment by euro-area trade and industry.

The euro-area recession, which lasted into
the second and third quarters of 2009, left
distinct traces in the labour market. Experi-
ence suggests that the labour market will still
be fairly slow to bounce back even after the
cyclical recovery has begun. Euro-area em-
ployment fell in the second quarter by 0.5%
on the period, after adjustment for seasonal
and working-day variations, and was down
by 1.8% on the year (see box on pages
20-21). The heaviest year-on-year job losses
were sustained by Spain and Ireland, at 7.1%
and 8.2% respectively. By contrast, negative
employment growth remained relatively limit-
ed in Germany (-0.1%), Italy (-0.9%) and the

Labour market
showing
distinct traces
of recession



Despite
moderate rise
in prices...

Netherlands (-0.8%). In September 2009, the
euro-area unemployment rate rose again
slightly to 9.7% and was thus one percent-
age point higher than a year earlier. However,
this obscures major differences among the
various countries. Nominal labour costs per
hour worked increased in the second quarter
of 2009 by 1.0%, a rate similar to the preced-
ing quarter. After adjustment for calendar-
day variations, the vyear-on-year rate of
change grew to +4.0%.

On average for the third quarter of 2009,
euro-area consumer prices rose by a seasonal-
ly adjusted 0.2% on the quarter and thus at a
similar rate to the preceding quarter. While
energy prices rose slightly for the second con-
secutive quarter following the sharp down-
ward correction which expired in March and
services also continued to grow more expen-
sive, the prices of industrial goods stood still.
Food prices were subject to countervailing
developments: whereas unprocessed food
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was cheaper owing, not least, to favourable
weather conditions, processed food became

more expensive, on average.

Year-on-year HICP inflation turned around
from 0.2% in the second quarter to -0.4% in
the third, owing mainly to the sharp increase
in the prices of energy and foods up until
mid-2008 — when the year-on-year rate
reached 3.8% — and the subsequent correc-
tions. Excluding the particularly volatile com-
ponents, energy and food, annual inflation
averaged +1.3% in the third quarter, com-
pared with +1.8% a year earlier. Current
price trends indicate that such “core infla-
tion” and overall inflation will quickly con-
verge, with the annual rates having the
greater distance to cover. In October, euro-
area consumer prices rose by 0.1% after sea-
Annual HICP inflation
amounted to -0.1%, following -0.3% a

sonal adjustment.

month earlier, and core inflation held steady
at 1.2%.
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