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CONSUMER PRICES IN GERMANY  

 

Inflation risks remain elevated even after the CPI 
revision 

 

 

 

 

Consumer prices in February posted an unexpectedly sharp increase. The 
consumer price index for Germany rose by a significant 0.5%, which corresponds 
to a year-on-year increase of 2.8%. Energy and food prices continued to be the 
main inflation drivers. The annual change in the German HICP calculated for 
European purposes is estimated at +2.9% for February. 

Prior to this, the final results for January were released taking into account the 
new index calculation. One consequence of now using 2005 instead of 2000 as the 
base year is that the inflation rate in January was revised up from 2.7% to 2.8% 
versus the previous year. In contrast, the monthly rate of change was lowered from 
-0.3% to currently -0.4%. Calculating back through the previous years based on 
adjusted statistics does not present a uniform picture. Accordingly, the inflation 
rates for 2006 were revised down by 0.1 percentage point to 1.6%. By contrast, 
2007 inflation figures were revised up by the same amount to currently 2.3%. 

With regard to the new weighting system, the weights for housing (including 
water and energy), communications and healthcare have increased. Household 
goods, transport and clothing will have a lower weight in future. Overall, however, 
the change in the weighting system should only have a limited impact on the 
consumer price trend. Methodical changes could play a greater role in future. 
Due to the introduction of weightings for business types, the significance of 
discounters has clearly increased, which has driven up inflation rates in recent 
months, for example.  

Overall, as far as the new calculation method for the index is concerned, the 
dampening effect that was widely anticipated has not materialised. Inflation 
therefore remains a dominant issue for the ECB.  
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Product groups 

Base year 
2000 

Base year 
2005 

Food and non-alcoholic beverages 10.3 10.4 
Alcoholic beverages and tobacco 3.7 3.9 
Clothing and footwear 5.5 4.9 
Housing, water, electricity, gas and other fuels 30.3 30.8 
Furnishings, household equipment and routine 
maintenance of the house  6.9 5.6 
Health 3.5 4.0 
Transport 13.9 13.2 
Communication 2.5 3.1 
Recreation and culture  11.1 11.6 
Education 0.7 0.7 
Restaurants and hotels 4.7 4.4 
Miscellaneous goods and services 7.0 7.4  

Source German Federal Statistical Office, WestLB Research Source Federal Statistical Office, WestLB Research
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Disclaimer 

This publication has been prepared by the independent economics department within the research department of WestLB AG (“WestLB”).
This report is for information purposes only. 

Publications in the United Kingdom are distributed by WestLB AG London Branch, and are available only to investment professionals. not 
private customers, as defined by the rules of the Financial Services Authority. Individuals who do not have professional experience in matters 
relating to investments should not rely on it.  

The information contained herein has been obtained from public sources believed by WestLB to be reliable, but which may not have been 
independently justified. No guarantees, representations or warranties are made as to its accuracy, completeness or suitability for any purpose. 

This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument or any other action and will not form 
the basis or a part of any contract.  

Neither WestLB nor any of its affiliates, its respective directors, officers or employers accepts any liability whatsoever (in negligence or 
otherwise) for any loss howsoever arising from any use of this document or its contents or otherwise arising in connection therewith. Any 
opinion, estimate or projection expressed in this publication reflects the current judgement of the author(s) on the date of this report. They do 
not necessarily reflect the opinions of WestLB and are subject to change without notice. WestLB has no obligation to update, modify or amend 
this report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set 
forth herein, changes or subsequently becomes inaccurate.  

The past performance of financial instruments is not indicative of future results. No assurance can be given that any financial instrument or 
issuer described herein would yield favourable investment results. 

WestLB, its affiliates, principals or employees may have a long or short position or may transact in the financial instrument(s) referred to 
herein or may trade in such financial instruments with other customers on a principal basis. WestLB may act as a market maker in the 
financial instruments or companies discussed herein and may also perform or seek to perform investment banking services for those 
companies. WestLB AG may act upon or use the information or conclusion contained in this report before it is distributed to other persons.  

This report is subject to the copyright of WestLB. No part of this publication may be copied or redistributed to persons or firms other than the 
authorised recipient without the prior written consent of WestLB.  

WestLB AG London Branch is a member of the London Stock Exchange and of the International Capital Market Association. It is regulated in 
the UK by the Financial Services Authority.  

By accepting this report. a recipient hereof agrees to be bound by the foregoing limitations.  

Copyright: 2008 WestLB AG. All rights reserved. 
  


