
BRUSSELS: Eurozone inflation in February hit
the European Central Bank’s 2.0 percent tar-
get for the first time since 2013 as its massive
economic stimulus appeared to be finally pay-
ing off, figures showed yesterday.
Unemployment in the 19-country single cur-
rency area in January meanwhile was 9.6 per-
cent, unchanged from December but holding
at its lowest rate since May 2009, the Eurostat
statistics service said.

Analysts said the figures showed con-
sumers have largely put aside immediate
concerns over Brexit and the new US adminis-
tration but while last year’s economic pick-up
continues, further gains might be limited.
Higher oil and food prices have stoked infla-
tion in the last year but they seem to have
peaked out for the moment, they noted.

Analysts surveyed by Factset expected 2.0
percent inflation after prices jumped 1.8 per-
cent in January following 1.1 percent in
December. The Eurostat statistics service said
the last time inflation was at 2.0 percent was
in January 2013. Jennifer McKeown at Capital
Economics said she expected the increase to
2.0 percent to “prove temporary ... (as) under-
lying price pressures remain subdued.”

There was no sign either of increased wage
pressures, meaning the ECB “is likely to reiter-
ate its view that the latest pick-up in inflation
will be transitory,” she said.

ECB chief Mario Draghi said last month he
saw no need to change course and the econo-
my still required the central bank’s support.

“We should not react to individual data
points and short-lived increases in inflation,”
Draghi said.

ECB on hold 
Howard Archer at IHS Markit said he did

not expect inflation to rise much further and it
could even fall back to around 1.6 percent by
the end of the year. Archer said that while
some at the ECB might argue the latest fig-
ures show it is time for change, he believed
Draghi would not budge.

“The ECB has made it very clear that it
wants to see sustained, decisive evidence
that underling eurozone inflationary pres-
sures are picking up,” he said. The ECB was
also “very aware that there are appreciable
uncertainties ahead, especially political
ones,” he said,  citing elections in the
Netherlands, France and Germany, the Brexit

talks and the Trump administration.
Inflation is a key indicator of underlying

consumer demand and the ECB adopted its
just under 2.0 percent target with the aim of
ensuring a modest but sustained increased in
prices, the sign of a healthy economy. The
2008 global financial crisis however brought
the eurozone to its knees as governments
slashed spending and hiked taxes, crushing
demand in the process and putting the econ-
omy into deep recession. In response, the ECB
has poured trillions of euros into the banking
system to provide cheap credit for businesses
to expand and invest, in turn creating much-
needed jobs. Up to now, however, progress
has been slow and there is still ground to
make up-the jobless rate ran at 7.5 percent
before the 2008 financial crash.

Grumbling
Rising inflation combined with low interest

rates engineered by the central bank increase
the pain felt by savers who are still getting
near-zero returns on savings kept in conserva-
tive holdings such as bank deposits. And it
has encouraged stimulus skeptics who think
the ECB is close enough to its goal of bringing

inflation sustainably to just below 2 percent
that it can start thinking about when to signal
a gradual exit from stimulus efforts slated to
run through the end of this year.

Economist Carsten Brzeski at ING-DiBa said
that “with inflation about the magical 2 per-
cent level, new complaints against the ECB’s
loose monetary policy and new media head-
lines are likely to emerge.”

The figures may increase the public rela-
tions headache for ECB President Mario
Draghi but are not likely to make the bank
change course. Draghi has argued that the
recent increase in inflation comes from global
oil prices, an external factor that is not due to
a fundamental improvement in the economy.
He has also said that the economy still needs
support through a year of heightened politi-
cal uncertainties that will include elections in
the Netherlands, France, and Germany.

Analyst Michael Schubert at Commerzbank
said that while some ECB council members
want the bank to start thinking about ending
its extraordinary stimulus efforts, “our analysis
indicates that opponents of an early exit have
a solid majority” on the bank’s 25-member
governing council. — Agencies
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NEW YORK: The New York Stock Exchange is prepared for the IPO of Snap Inc, yesterday. The company behind the popular messaging app Snapchat to started
trading yesterday after a better-than-expected stock offering. — AP (See Page 41)

Eurozone inflation hits ECB target 
Rising inflation to raise grumbling about stimulus


