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CPI inflation in September was confirmed at 2.6% y/y down from 2.9% y/y in 

August. According to our estimates, despite lower headline CPI, the core inflation 

excluding food and energy prices moved up to 2.4% in September from 2.2% in 

August. In our view, core inflation will continue to climb in the months to come, 

while CPI will soon resume its upward trend. Government decision on energy 

prices are crucial for the price developments in early 2020. In case these are 

unfrozen, CPI can easily break 4% y/y in early 2020. This would however be 

unlikely to make the MPC hike rates. 

The CPI’s decline to 2.6% y/y from August’s 2.9% was driven mostly by a decline of 

prices of petrol (-1.9% m/m), transport services (-16.7% m/m) and vegetables (-4.4% 

m/m), a result of global pricing tendencies in case of two former categories and a 

result of some correction after a major spike due to droughts in the latter (vegetables 

eased to 23.9% y/y from 34.8% y/y in August).  

But at the same time, there were numerous categories showing higher price growth, 

with many being persistent in nature. Total services accelerated to 4.8% y/y, with 

refuse collection increasing to 29.9% y/y from 27.1% y/y, telecommunication services 

to +1.3% y/y from -0.4% y/y, insurance to +3.3% y/y from -0.1% y/y, education to 4.4% 

y/y from 3.1% y/y (this may be a one-off spike due to education reform and 

government’s resignation from free textbooks for schools). 

In our view, prices of services will continue to go up, pushing core inflation to 3% at the 

end of 2019 or in early 2020. CPI is also likely to resume its upward trend. Government 

decision on energy prices are crucial for the price developments in early 2020. In case 

these are unfrozen, CPI can easily break 4% y/y in early 2020 (we expect this category 

to add 0.4-0.5 percentage points). This would however be unlikely to make the MPC 

hike rates, but could encourage MPC hawks to be more active. 
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CPI and main breakdowns, % y/y 

 
Source: GUS, Santander 

 

 

CPI – interesting categories, % y/y 

 
Source: GUS, Santander 
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