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CHART OF THE MONTH - Eurozone inflation outlook through 2027: Below or above target?
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While2027isstillsomewayoff,thegapbetweenourinflationprojections(solidlinesonthechart)andtheECB’s(dottedlines)isstriking

andworthexamining.KeepinmindthattheECB’sforecastsdatebacktoDecember2025,withupdatesexpectedon19March,whenthe

GoverningCouncilmeetsandpublishesitslatesteconomicprojections.

Whilebothscenariosconvergebytheendof2026,theirpathsdivergealongtheway.Inourscenario,headlineinflation(blackline)would

fallfurtherbelowthe2%target,drivenbya sharperdeclineincoreinflation(greenline). Thislatterwouldstemfromthestrong

disinflationaryeffectthatweareanticipatingfromthefallinChineseexportprices,aswellasbythecompletionofthedisinflationary

processinservices.

After2026whichwouldcontinuetoseedisinflation¹, ourscenariopointstoa 2027“reflation”phase,drivenbya continuedcyclical

strengtheningofactivity(resultinginparticularfromincreaseddefenseandinfrastructurespending 2)and,consequently,risinginflation3.

Inthiscontext,theexpectedEurozone’sinflationuptickshouldbeviewedasapositivesignal,indicatingarenewedeconomicstrength.

Morebroadly,2027couldmarkastructuralbreak,notjustfortheEurozone.Thepre-pandemiceraofpersistentlylowinflation,hovering

justbelow2%, is unlikelytoreturn. Instead,wemayentera newregimecharacterisedbymorefrequentnegativesupplyshocks

(shortages,supplybottlenecks,climatedisruptions).WhileAI-drivenproductivitygainsmayprovidesomeoffset,theneteffectislikelyto

begreaterinflationvolatilityaswellashigherinflationonaverage,settlingabovethe2%target.

¹ AccordingtoourforecastsandthoseoftheECB,annualaverageinflationisexpectedtobe1.9%in2026,after2.1%in2025.

2  2027GDPgrowthisexpectedtoaverage1.6%annually,afterasimilarperformancein2026.TheECBislessoptimistic,withexpectedgrowthof1.2%and1.4%thisyearandin2027,respectively.

3 Headlineinflationisexpectedtorisetoanannualaverageof2.3%in2027accordingtoourbaselineforecastsand1.8%accordingtotheECB.
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---   ---  ECB’s forecasts
  —   —  BNPP’s forecasts
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KEY POINTS -Confirmed disinflation in the major advanced economies
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InJanuary,inflationfellintheUnitedStates,theEurozone,theUnitedKingdomandJapan.TheUnitedKingdomstillhasthehighestinflationrate,aheadoftheUnitedStates.TheEurozonefollowed,withJapanrecordingthelowest

inflationrate.Coreandwagetrendsaremoderatingoverall,withthistrendreinforcedbytheanchoringofinflationexpectations.

• IntheUnitedStates,inflation(CPI)fellinJanuary(-0.3ppto2.4%y/y).Coreinflationalsomoderated(-0.1ppm/mto2.5%).Wagesaregraduallycontinuingtodecelerate(page22)andone-yearhouseholdinflationexpectations(page

16)arecontinuingtofallsharply(3.3%inFebruary2026,comparedwith6.6%inMay2025).However,five-yearinflationexpectationsremainhistoricallyhigh.Atthesametime,thepricepressureindexisrisingslightly(page14)and

producerpricesremaindynamic(+3%y/yinDecember).AllofthissupportsthescenarioofpersistentlyhigherinflationintheUnitedStatesthanintheEurozone.

• ThisscenarioisevenmorelikelygiventhatinflationintheEurozoneslowedagaininJanuary,reachingitslowestlevelsinceApril2021(+1.66%y/y;-0.3ppm/m).Coreinflationisalsodown(-0.1ppto2.2%).Differencesbetween

countriespersist,withFrance(+0.4%),Italy(+1.0%)andFinland(+1.0%)recordingthemostmoderaterates,whileSlovakia(+4.3%),Estonia(+3.8%)andCroatia(+3.6%)arecontinuingtoseethestrongestincreases(page9).The

outlookremainsfavourablefordisinflation,despiteasharpriseinthepricepressureindicatorsinceMay(+5pts)(page14).Inflationexpectationsamongforecastersandhouseholdsremainstable(page17)andgrowthinnegotiated

wagesisslowingsharply(+1.9%,comparedwith4%inOctober;page22),asareproducerprices(page8).

• IntheUnitedKingdom, inflationremainshigh,butdisinflationiscontinuing(3.0%y/y;-0.4ppm/m),drivenbytheslowdowninthecorecomponent(3.1%;-0.2pp;thelowestsinceSeptember2021).Forward-lookingsignalsare

pointingdownwards,asproducerpriceshavebeenslowingsinceOctober(-1ppto2.6%betweenOctoberandJanuary),wagegrowthhasmoderatedmarkedlyoverayear(from5.3%inJanuary2025to2.5%inJanuary2026)and

householdinflationexpectationsarenowstableintheshortandmediumterm(around3.5%).

• InflationwasweakestinJapaninJanuary(1.5%y/y;-0.5ppm/m).Theall-itemsindexreturnedtoitslowestlevelsinceMarch2022,duetothenownegativecontributionsoftheenergyandfoodcomponents(page6).Coreinflationis

alsoslowingsharply(-0.4ppto2.0%,accordingtothemeasurementbytheBoJ)(page12).Whilewagepressuresremainhighbyhistoricalstandards(+2.1%inDecember),otherindicatorssuggestthatinflationisstabilising,as

producerpriceshavemoderatedsignificantly(+2.3%inJanuary2026,comparedwith+4.2%ayearearlier),oneyearforecasters’expectationshavedeclined(1.85%inJanuary,comparedwith2.75%inDecember)andpricepressures

haveeased.
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General dynamics of inflation
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General dynamics of inflation: decomposition of inflation

6ECONOMIC RESEARCH      ECOCHARTS

-2

0

2

4

6

8

10

12

2018 2019 2020 2021 2022 2023 2024 2025 2026

Core inflation

Food

Energy

Headline inflation

Source: BLS, BNP  Paribas calculations

US: contribution to inflation (percentage points)

-2

0

2

4

6

8

10

12

2018 2019 2020 2021 2022 2023 2024 2025 2026

Core inflation

Food, alcoholic beverages & tobacco

Energy

Headline inflation

Source: Eurostat, BNP  Paribas  calculations

Eurozone: contribution to inflation (percentage  points)

-2

0

2

4

6

8

10

12

2018 2019 2020 2021 2022 2023 2024 2025 2026

Core inflation

Food, alcoholic beverages & tobacco

Energy

Headline inflation

Source: ONS, BNP  Paribas  calculations

United Kingdom : contribution to inflation (percentage  points)

-2

0

2

4

6

8

10

12

2018 2019 2020 2021 2022 2023 2024 2025 2026

Energy

Fresh food

Core inflation

Headline inflation

Source: Japan  Statistics Bureau , BNP  Paribas  calculations

Japan: contribution to inflation (percentage  points)



Inflation dynamics in the United States: different metrics and degree of generalisation
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Inflation dynamics in the Eurozone: different metrics and degree of generalisation
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Inflation dynamics in the Eurozone by country (1)
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Inflation dynamics in the Eurozone by country (2)
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Inflation dynamics in the United Kingdom: different metrics and degree of generalisation
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Inflation dynamics in Japan: different metrics and degree of generalisation
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Inflation and survey data
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PMI surveys: an indication of inflationary pressures
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Inflation expectations (households, forecasters, markets)
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Inflation expectations in the United States
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Inflation expectations in the Eurozone
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Inflation expectations in the United Kingdom
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Inflation expectations in Japan
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Market expectations: breakeven inflation rate
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Inflation-wage dynamics
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Inflation-wage dynamics
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Commodities
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Commodities
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