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INFLATION IN GERMANY 

 

Steep rise in March CPI  

March saw a sharper than expected rise in German consumer prices. This will 

inevitably push Eurozone inflation higher. With the inflation rate increasingly less 

likely to return below 2% this year, the ECB will probably not loosen monetary 

policy in the foreseeable future. 

 

 

 

According to preliminary calculations of the Federal Statistical Office, March 
consumer prices rose by an unexpectedly strong 0.5% on the month. In addition 
to energy prices, there was an upsurge in food, furniture and clothing prices. 
The inflation rate jumped from 2.8% to 3.1% as a result. The average annual 
change in the German HCPI calculated for European purposes is estimated at 
+3.2% for March 2008.  

Although inflation is expected to moderate slightly next month due to a base 
effect – April 2007 saw a sharp hike in consumer prices due, among other 
things, to the introduction of student tuition fees in a number of federal states –, 
it is increasingly less likely that inflation will return below the 2% level. The 
sharply higher crude oil prices will cause further hikes in gas and electricity 
prices, over and above the increases already announced for April and May. 
Despite the firm euro, producer and import prices have recently risen at an 
accelerated pace, leading to higher costs in the production of goods. Companies 
will – at least in part – pass this on, together with rising wage costs, to the 
consumer. On average, the inflation rate this year is unlikely to be much lower 
than 2 1/2%. Our previous annual inflation forecast was 2.2%.  

The sharp increase in consumer prices in Germany will inevitably push Eurozone 
inflation higher, especially since the other countries are, for the most part, 
likewise being hit by surges in energy and food prices. An inflation rate of below 
2% is currently not on the cards for this year. Against this backdrop, the ECB’s 
serious concerns over inflation are likely to persist in the foreseeable future. 
Consequently, for the time being there is little likelihood that the ECB will loosen 
its monetary policy.  
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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.  
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