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Good news for the ECB: household inflation expectations have returned to normal
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A POSITIVE BALANCE OF OPINION ON PAST PRICE TRENDS MEANS THAT THE NUMBER OF CONSUMERS WHO HAVE PERCEIVED AN INCREASE IN PRICES (MODERATE OR LARGE) OVER
THE PAST 12 MONTHS IS GREATER THAN THE NUMBER WHO HAVE PERCEIVED A DECREASE OR STABILISATION IN PRICES. A POSITIVE BALANCE OF OPINION ON FUTURE PRICE TRENDS
MEANS THAT THE NUMBER OF CONSUMERS ANTICIPATING A CONTINUATION OF PRICE INCREASES AT THE SAME RATE, OR FASTER OVER THE NEXT 12 MONTHS COMPARED TO THE LAST
12 MONTHS, IS HIGHER THAN THE NUMBER OF THOSE ANTICIPATING STABILISATION OR A SLOWDOWN. N.B.: THIS AGGREGATION METHOD DOES NOT TAKE INTO ACCOUNT TWO TYPES OF
RESPONSES: (1) CONSUMERS WHO HAVE PERCEIVED A SLIGHT INCREASE IN PRICES (IN THE CASE OF THE BALANCE OF OPINION ON PAST PRICE DEVELOPMENTS) OR WHO ANTICIPATE A
SLOWER RATE OF PRICE INCREASES (IN THE CASE OF THE BALANCE OF OPINION ON FUTURE PRICE DEVELOPMENTS), AND (2) CONSUMERS WHO RESPONDED ‘DON'T KNOW'.

SOURCE: EUROSTAT, EUROPEAN COMMISSION, BNP PARIBAS

Despite the slowdown in inflation and the increase in household purchasing power (measured by real gross disposable income?), private
consumption in the Eurozone remains weak compared to the pre-Covid period. This sluggishness can be explained by the gap between har-
monised inflation and households' perception of price trends. Recent developments in inflation and households’ opinions on past price trends
show a more marked divergence than before. Since early 2025, the associated opinion balances have not moderated much. This reflects the
persistence of inflation in households’ perceptions despite the observed slowdown. Households probably still have in mind (at least in part)
the cumulative increase over the entire inflationary episode, rather than that over the last 12 months.

However, perceptions of future price developments are more in line with the current level of inflation; with the exception of Italy, they are once
again close to their pre-inflationary crisis average. This is a positive sign for the ECB, as better anchoring of inflation expectations gives its
monetary policy greater credibility.

France stands out: for the past 10 months, it has returned to low inflation, comparable to that seen before the Covid-19 pandemic. Paradoxi-
cally, French households’ confidence in past price developments has not improved, despite a significant increase in their purchasing power,
measured by real gross disposable income, since Q4 2020. This has led to a stronger increase in their savings rate (+3.5 points since Q4 2019
compared to +2.8 in the Eurozone). However, as in other countries, French households’ expectations have returned to normal (and even slightly
below).

1 See Lucie Barette and Hélene Baudchon, ‘Has households’ purchasing power returned to its pre-inflation level?’, Chart of the Week, January 2025.
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The information and opinions contained in this document have been obtained from, or are based
on, public sources believed to be reliable, but there is no guarantee of the accuracy, comple-
teness or fitness for any particular purpose of such information and such information may not
have been independently verified by BNPP or by any person. None of BNPP any of its subsidiary
undertakings or affiliates or its members, directors, officers, agents or employees accepts any
responsibility or Liability whatsoever or makes any representation or warranty, express or im-
plied, as to the accuracy and completeness of the information or any opinions based thereon
and contained in this document and it should not be relied upon as such. This document does
not constitute research, as defined under MIFID Il, or form any part of any offer to sell or issue
and is not a solicitation of any offer to purchase any financial instrument, nor shall it or any
part of it nor the fact of its distribution form the basis of, or be relied on, in connection with
any contract or investment decision. Information and opinions contained in this document are
published for the information of recipients, but are not to be relied upon as authoritative or
taken in substitution for the exercise of judgment by any recipient, are subject to change without
notice. In providing this document, BNPP does not offer investment, financial, legal, tax or any
other type of advice to, nor has any fiduciary duties towards, recipients. Any reference to past
performance is not indicative of future performance, which may be better or worse than prior
results. Any hypothetical, past performance simulations are the result of estimates made by
BNPP, as of a given moment, on the basis of parameters, market conditions, and historical data
selected by BNPP, and should not be used as guidance, in any way, of future performance. To
the fullest extent permitted by law, no BNPP group company accepts any liability whatsoever
(including in negligence) for any direct or consequential loss arising from any use of or reliance
on material contained in this document even when advised of the possibility of such losses. All
estimates and opinions included in this document are made as of the date of this document. Un-
less otherwise indicated in this document there is no intention to update this document. BNPP
may make a market in, or may, as principal or agent, buy or sell securities of any issuer or person
mentioned in this document or derivatives thereon. Prices, yields and other similar information
included in this document are included for information purposes however numerous factors will
affect market pricing at any particular time, such information may be subject to rapid change
and there is no certainty that transactions could be executed at any specified price. BNPP may
have a financial interest in any issuer or person mentioned in this document, including a long
or short position in their securities and/or options, futures or other derivative instruments based
thereon, or vice versa. BNPP, including its officers and employees may serve or have served as
an officer, director or in an advisory capacity for any person mentioned in this document. BNPP
may, from time to time, solicit, perform or have performed investment banking, underwriting
or other services (including acting as adviser, manager, underwriter or lender) within the last
12 months for any person referred to in this document. BNPP may be a party to an agreement
with any person relating to the production of this document. BNPP may to the extent permitted
by law, have acted upon or used the information contained herein or in the document, or the
analysis on which it was based, before the document was published. BNPP may receive or
intend to seek compensation for investment banking services in the next three months from or
in relation to any person mentioned in this document. Any person mentioned in this document
may have been provided with relevant sections of this document prior to its publication in order
to verify its factual accuracy.
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BNP Paribas is a société anonyme incorporated in France, licensed and supervised as a credit
institution by the European Central Bank (ECB) and as an investment services provider by the
Autorité de controle prudentiel et de résolution (ACPR) and Autorité des marches financiers
(AMF), and having its registered office at 16, boulevard des Italiens, 75009 Paris, France.

Some or all of the information contained in this document may already have been published on
https:/globalmarkets.bnpparibas.com

For country-specific disclaimers (United States, Canada, United Kingdom, Germany, Belgium,
Ireland, Italy, Netherlands, Portugal, Spain, Switzerland, Brazil, Turkey, Israel, Bahrain, South
Africa, Australia, China, Hong Kong, India, Indonesia, Japan, Malaysia, Singapore, South Korea,
Taiwan, Thailand, Vietnam) please type the following URL to access the applicable legal notices:
https:/globalmarkets.bnpparibas.com/gm/home/Markets_360_Country_Specific_Natices.pd.
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