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Global Inflation Watch

US inflation surprise points to another 75bp Fed hike

o Overview: Inflation pressures from oil, metals, food and freight rates have come down Table of contents
but labour markets remain tight in US and Europe keeping wage pressures high.
Incoming inflation numbers also remain elevated as evident from the upward surprise
in US CPI for August (see below). Gas and electricity prices have come off the highs
in Europe but remain very high. Looking forward, we expect inflation to stay high in
the short term (rise further in the euro area) but decline during 2023 as recession looms.

1. Top down overview

2. Country details - US

3. Country details - Euro area
4. Country details - China

o Inflation expectations: US household 3-year inflation expectations from NY Fed
turned lower in August. Euro consumer price expectations are off the peak but still high.
Market-based long-term inflation expectations are moving broadly sideways above 2%.

Market-based inflation expectations

e US: CPI inflation surprised to the upside in August, as core inflation remained brisk at sideways lately above 2%
+0.6% m/m. Declining gasoline prices will continue to ease energy and transportation SE0- N 300
related inflation, weighing on headline CPI towards year-end. Most leading indicators EZZWWWE
point towards moderating inflation expectations, as supply chain challenges ease and - }"A’V\'\ &
commaodity prices have declined. In addition, while shelter prices contribute positively TZZ ‘W MT:Z
to the CPI for now, housing market conditions have continued to cool. That said, the ;suw 150
strong economic momentum and persistent labour shortages continue to push wages e JElusys:[ﬂnJ“;[ij] 125

2021 2022

higher, creating sticky and broad-based upward pressure on consumer prices as well.

Note: Past or current performance is no guarantee

o Euro: In contrast to the US, an inflation peak remains not yet in sight, with headline of future performance
inflation reaching an all-time high of 9.1% in August. Food prices remain on a steep SotieedluetobondiinapaiaiBioombery
uptrend and although energy price inflation moderated slightly, we think it is the ‘calm

before the storm’, with significant increases for gas and electricity prices still looming

in coming months. Weaker demand does not yet seem to be an issue for firms’ pricing Core CPlinflation peaking soon and set
- . . . . to head lowerin 2023

decisions, as both goods and services inflation accelerated further. Inflation

expectations ticked up with the latest energy price surge, leaving ECB to highlight the ;: A e v :;
risk of de-anchoring. Despite the tight labour market, a sharp rise in wages is not yet in 5= -5
sight, with negotiated wage edging down to 2.4% in Q2 22 (from 3.0% in Q1). 4- us (CPI) P%

= )

e China: CPI moved down to 2.5% y/y in August from 2.7% in July. PPI inflation fell 2 TN 2
yet again to 2.3% y/y from 4.2% y/y. It’s down from the peak in Oct °21 at 13.5% y/y. ; o ‘ ;
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Continued strong run rate on US core CPI points to another 75bp Fed hike Source: Macrobond Financial, Bloomberg
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Global Inflation Watch

Top down overview

Trend ininflation pressure over recent months

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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Note: Past or current performance is no guarantee of future performance
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Commodity price levels - oil, metals and food

Commaodity price levels - steel, iron ore and lumber
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Country details - US

Top down
Headline CPlinflation vs. oil prices CPI energy prices vs oil
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Core CPI momentum

Headline CPI since 1980
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Survey-based inflation expectations

Long-term inflation expectations

7 -% Survey based % 3.5-% Inflation expectations % - 3.5
inflation expectations L.
G- Michigan 5-10yr Avg 2004-2007
NY Fed 1yr ® 5.75] 3.0-___ . - Erroesomsosssemmomseesaomasesenos] 4 @
5 - UoM 1yr
< 2.5-_ YW - 3
4 - NY Fed 3yr Avg 2004-200
2.0 1 2.0
® 27 v
1.5- -15
2 -
2= L= US 10yr breakeven - L
1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 0.5 - -0.5
1 1 1 1 1 1 1 1 1 1 1 1 1
10 11 12 13 14 15 16 17 18 19 20 21 22
Source: NY Fed, University of Michigan, Macrobond Financial Source: Macrobond Financial. University of Michigang
Note: Past performance is not a reliable indicator of future performance.
Core sticky prices inflation (prices changed less frequently) Median CPlinflation
6.0 - %y/y US core CPI, sticky prices, %m/m <4EJ25 9- % US median CPI, Cleveland Fed %, 9
55 - Atlanta Fed !
: 8 - -8
- 1.00
540 = ° o
4.5 - - 0.75 5 &
4.0- <] _
_— %y/y (hs) - 0.50 5 - 3m annualised -5
3.0- - 025 4= =4
2.5 - 3 - as)
- 0.00
2.0 - 2- -2
15- . . . \ . --0.25 1- 1
16 17 18 19 20 21 22
0 -0

1
2021 2022

l l l l l
2016 2017 2018 2019 2020

Source: Macrobond Financial, Atlanta Fed

6| 14 September 2022

Source: Macrobond Financial, Cleveland Fed

https://research.danskebank.com



https://www.clevelandfed.org/our-research/indicators-and-data/median-cpi.aspx

Global Inflation Watch

Labour market tightness: wage growth vs tightness

Labour market tightness: job openings and shortage

35 - 2:SCOT€ )5 1abour tightness indicator %y/y - 80
: (survey based indicator), 5-month lead (lhs) %gi
2.5 - - 45
15- - 40
= G

OISE - 30
= 28

.05 - - 20
-1.5- US wage growth ~ 1.5
(ECI) (rhs) - 10

25- - 05
* Ave. of z-scores of jobs plentiful-jobs - 00

-3.5 -hard to get'and NFIB labour shortage index --05

1 1 1 1 1 1 1
1990 1995 2000 2005 2010 2015 2020

Source: Macrobond Financial, Conference Board, NFIB, BLS, Danske Bank

55- %

Index, 3ma 2%

US wage growth (ECI) (1hs) -30

4.5 -
-25
35- -20
-15
2.5 - -10

Compensation plans next three months,

15- small business (NFIB), 3m lead (rhs) -5
-0
0.5 - - -5

85 90 95 00 05 10 15 20

Source: Macrobond Financial, NFIB, BLS

Labour market tightness: Jobs hard to get and unemployment

Employment gap
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Country details - Euro

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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