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1.2. Developments in inflation
in Greece and the euro area

Emilia Marsellou

Introduction

The global economy continues to recover from the
COVID-19-induced recession in 2020 as a result of
the containment measures that suspended econom-
ic and social activity. Already in the second quarter
of 2021, both developed countries and developing
and emerging economies are moving to positive
growth rates, gradually restoring market balances.
However, the emergence of the Omicron variant of
the coronavirus and the possibility of a new outbreak
of the pandemic, which may require new restrictive
measures, creates uncertainty about the evolution of
inflation and its impact on the dynamics of economic
recovery.

Regarding the euro area and our country, the most
important driver of inflationary pressures is the rapid
increase in energy prices, directly affecting the Hous-
ing and Transport sectors. This increase is mainly due
to sharp positive base effects, after the multi-month
downward trend in energy prices during 2020, as
developed economies recovered almost simultane-
ously, creating excess demand. This simultaneous
economic recovery has led to wider imbalances due
to bottlenecks in the international supply chain, re-
sulting in significant delays in freight transport and
sharp increases in transport costs. As regards the
pandemic crisis,' inflationary pressures are expected
to be temporary and gradually normalized, provided
that a new variant of the coronavirus does not cause
another outbreak of the pandemic and a halt in eco-
nomic and social activity. That might prolong infla-
tionary pressures and raise uncertainties about the
course of long-term inflation.

Greece

According to the latest statistical data released by Eu-
rostat, the average annual rate of change of the Har-
monized Index of Consumer Prices (HICP) for 2021
in Greece amounted to +0.6%, the lowest in the euro
area (and the European Union), followed by Malta
(+0.7%) and Portugal (+0.9%). The corresponding
index for the core? HICP remained in negative territory
at -1.1% (see Figure 1.2.1). In the euro area, the cor-
responding indicators for 2021 were 2.6% and 1.5%.

More specifically, in December 2021, according to the
statistical data of ELSTAT, headline inflation based on
the National CPI stood at 5.1% compared to 4.8% in
November (see Table 1.2.1). Inflation based on the
Harmonized CPI (HICP) recorded a similar course and
stood at 4.4% in December compared to 4.0% in No-
vember. Core inflation, which is in positive territory for
the fourth consecutive month, rose to 1.0% compared
to 0.7% in November. Respectively, core inflation
based on HICP reached 1.1% in December compared
to 0.7% in November. Housing (with 2.6 percentage
points), Transport (with 1.3 percentage points) and
Food and non-alcoholic beverages (with 1.0 percent-
age point) had the largest contribution to the annual
percentage increase of the CPI this month.

More specifically, the annual increase of the General
CPIl in December 2021 by 5.1% is a combined result
of the following changes in the price indices of sub-
groups of goods and services. More specifically, in-
creases were recorded as follows:

® +4.3% in the group Food and non-alcoholic
beverages. This increase is mainly attributed to
the rise in the prices of bread (4.9%), other bak-
ery products (2.9%), pasta products and couscous
(7.6%), beef (4.2%), lamb and goat (19.7%), poultry
(6.6%), other meat preparations (6.6%), fresh fish
(6.7%), cheese (5.5%), olive oil (17.0%), other edi-
ble oils (17.1%), fresh fruit (5.5%), fresh vegetables
(5.5%), preserved or processed vegetables (1.6%),
potatoes (14.2%), chocolates-chocolate products
(4.0%), food n.e.c. (3.4%) and coffee (3.4%). This

1. In the sense that the prices of energy products are also influenced by other factors such as changes in Europe’s energy strategy (Euro-

pean Green Agreement) and other geopolitical developments.

2. The Core Inflation Index is calculated from the Overall Consumer Price Index excluding the divisions of Food and non-alcoholic beverages,

Alcoholic beverages and tobacco and Energy prices.
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FIGURE 1.2.1
Annual average rate of change of HICP for Greece and the euro area, 2000-2021 (annual data)
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TABLE 1.2.1 Inflation in Greece (%)
Headline inflation Core inflation Harmonized inflation Core Harmonized
(Greece) (Greece) (Greece) inflation (Greece)
2020:M12 -2.3 -2.0 -2.0 -2.2
2021:M1 -2.0 -1.3 -2.1 -2.3
2021:M2 -1.3 -1.0 2.4 -25
2021:M3 -1.6 -2.8 -2.0 -3.2
2021:M4 -0.3 -1.6 -1.41 -2.3
2021:M5 0.1 -1.7 -1.2 -3.0
2021:M6 1.0 -0.5 0.6 -0.7
2021:M7 1.4 -0.5 0.7 -1.1
2021:M8 1.9 -0.3 1.2 -0.7
2021:M9 2.2 0.1 1.9 0.2
2021:M10 3.4 0.2 2.8 0.4
2021:M11 4.8 0.7 4.0 0.7
2021:M12 5.1 1.0 4.4 1.1

Source: ELSTAT.
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FIGURE 1.2.2
Annual % changes in National CPI sub-categories (December 2021)
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increase was partly offset by the decrease, mainly, in
the prices of pork (-1.5%), dried, salted or smoked
meat (-3.5%), fresh whole milk (-1.4%) and jams-mar-
malades-honey (-2.8%).

+3.0% in the group Clothing and footwear. This
increase is mainly attributed to the increase in the
prices of clothing and footwear.

+18.0% in the group Housing. This increase is
mainly attributed to the increase in the prices of
rentals for dwellings (0.5%), electricity (45.0%), nat-
ural gas (135.7%) and heating oil (34.1%).

+2.3% in the group Household equipment. This
increase is mainly attributed to the increase in the
prices of furniture and furnishings (3.8%), glass-
ware, tableware and utensils of domestic use
(7.8%), non-durable household articles (1.0%)
and domestic services (5.7%).

+10.9% in the group Transport. This increase is
mainly attributed to the increase in the prices of
new motorcars (7.7%), second hand motorcars
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(11.5%), fuels and lubricants (21.7%) and tickets
for passenger transport by air (19.6%).

+0.9% in the group Education. This is due to the
increase, mainly, in the prices of fees of secondary
education (1.4%).

+1.2% in the group Hotels-Cafés-Restaurants.
This increase is attributed to the increase, mainly,
in the prices of restaurants-confectioneries-cafés
(1.1%) and hotels-motels-inns (7.3%).

On the other hand, prices decreased in the following
groups of goods and services:

-0.1% in the group Health. This is due to the de-
crease, mainly, in the prices of pharmaceutical
products (-1.1%), which was partly offset by the
increase, mainly, in the prices of dental services
(1.1%).

-2.5% in the group Communication. This de-
crease is attributed mainly to the fall in the prices of
telephone services (-2.5%).
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TABLE 1.2.2 Annual % changes in National CPI sub-categories, January-December 2021

Groups of goods Jan Feb

and services

March Apr

1 Food and non-

) -04 -05 -03 -12
alcoholic beverages

2 Alcoholic goods and 0.4 0.1 05 -0,1

tobacco
3 Clothing and footwear -3,5 -0,1 -169 -1,1
4 Housing -3,4 -1,9 0,1 1,9
5 Household equipment  -2,2 2,2 17 1.2
6 Health 1,2 -1 -1,1 -1,0
7 Transport -5,7 -4,3 -0,8 2,3
8 Communication -2,1 -1,8 -16 14
9 Recreation and culture -0,6 -0,3 -0,3 -1,0

10 Education 0,0 0,0 0,0 0,0

11 Hotels-Cafés-
Restaurants

12 Miscellaneous goods

. -2,4 -1,7 -1,4 2,4
and services

General Index -1,6

Source: ELSTAT.

® -0.6% in the group Recreation and culture. This
decrease that is attributed mainly to the fall in the
prices of audiovisual and information processing
equipment (-2.1%) and major durables for outdoor
recreation (-3.2%) was partly offset by the increase,
mainly, in the prices of small recreational items-
flowers-pets (1.3%).

® -0.6% in the group Miscellaneous goods and
services. This is due to the decrease, mainly, in the
prices of other appliances and articles for personal
care (-0.8%) and motor vehicle insurance (-1.9%).

The euro area
The euro area annual inflation rate (based on HICP)

was 5.0% in December 2021, slightly higher than the
4.9% in November (in the European Union, inflation
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May June July Aug Sept Oct Nov Dec
-0,2 0,4 1,7 3,0 3,1 3,0 3,5 4,3
-0,3 -0,2 0,0 -0,4  -0,1 0,0 -0,1 0,0
-5,0 0,5 14 26 -05 0,4 3,9 3,0
3,2 4,0 4,2 4,4 4,7 11,7 17,7 18,0
-14 -08 -07 -05 0,6 0,8 2,3 2,3
13 -13 -08 -05 0,1 0,0 -0,1 -0,1
4,6 6,7 58 6,7 7,8 9,2 9,3 10,9
-1,7 -1,8 -2,7 -2,6 -2,5 -2,5 -2,7 -2,5
-08 -0 -08 -07 -04 -04 -03 -06
0,0 0,0 0,0 0,0 0,9 0,9 0,9 0,9
-16 -08 -03 0,2 0,5 0,9 1,3 1,2
-1,8 -2,1 -1,2 -1,1 -0,8 -1,3 -0,7 -0,6
0,1 1,0 1,4 1,9 2,2 3,4 4,8 5,1

reached 5.3% versus 5.2% in November, respective-
ly). Among the member countries of the euro area, the
highest inflation was recorded in Estonia (12.0%), Lith-
uania (10.7%) and Latvia (7.9%), while the lowest infla-
tion was in Malta (2.6%), Portugal (2.8%) and Finland
(8.2%). Among the countries of the European Union,
the highest inflation was recorded in Estonia (12.0%),
Lithuania (10.7%) and Poland (8.0%), while the lowest
was recorded in Malta (2.6%), Portugal (2.8%) and Fin-
land (3.2%).

According to the Eurostat data, the main contribution
to the euro area inflation in December 2021 came from
the Energy sector (+2.46 percentage points), followed
by the Services sector (+1.02 percentage points),
the Non-energy industrial products (+0.78 percent-
age points) and the Food sector (+0.71 percentage
points).
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FIGURE 1.2.3
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«««== Core inflation EA19

Food including alcohol and tobacco

Services

= HICP EA19
== Energy

Source: Eurostat.
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