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Energy Contribution Overtakes Services' in September

According to Eurostat's Flash estimate, the Euro area annual
headline inflation averaged 3.8% in September (higher than our
estimation of 3.5%), up from 3.2% in August. Core inflation, which
excludes energy and food, alcohol and tobacco prices, rose to
2.5% (in line with our forecast), versus 2.4% in the previous
month.

Flash estimates by components showed:

» A higher contribution of services to annual headline
inflation at 1.51 percentage points (pp) (1.42 pp in August).

» A notably higher contribution from the energy
component to 1.70 pp (1.30 pp in August).

» A higher contribution of Food, Alcohol and Tobacco to
0.26 pp (0.21 pp in August).

» A lower contribution of Non-Energy Industrial Goods
(NEIG) to 0.29 pp (0.31 pp in August).

We project headline inflation to average 2.9% year-over-year
and core inflation to average 2.4% year-over-year in 2026.
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Chart 1: Euro area HICP monthly inflation (%) and its main components contributions (pp)
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Chart 2: Euro area HICP annual inflation and its main components (%)
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According to preliminary estimates, the euro area annual headline inflation recorded
3.76% yoy in September (Chart 2), with a monthly change of 0.59% from August (Chart
1).

Core inflation was recorded at 2.49% yoy (Chart 2), with a monthly change of 0.23%
(Chart1).

Energy contributed the most to year-on-year headline inflation with 1.70 pp (18.82%
yoy, 3.89% mom) followed by Services at 1.51 pp (3.22% yoy, -0.72% mom), food, alcohol,
and tobacco at 0.26 pp (1.38% yoy, 0.19% mom), and NEIG at 0.29 pp (1.14% yoy, 2.09%
mom).
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Overview of country breakdown

» Germany: Headline inflation in September averaged 3.3% yoy (in line with our
estimate), up from 2.9% yoy in August. Core inflation was 2.5% yoy (below our
estimate of 2.6% yoy), down from 2.6% yoy in August. Energy inflation
accelerated, registering 13.4% yoy (3.4% mom) compared to 9.4% yoy in August,
and contributing 0.8 pp to headline. Services inflation showed signs of cooling,
coming in at 2.8% yoy (-0.1% mom), slightly down from 2.9% yoy in August, with
a contribution of 1.3 pp. Food, alcohol, and tobacco inflation stood at 1.1% yoy
(0.4% mom), up from 0.9% yoy in August, contributing 0.2 pp. Non-energy
industrial goods (NEIG) inflation registered 2.1% yoy (0.8% mom), compared to
the 2.0% yoy recorded in the previous month, and contributing 0.6 pp.

» France: Headline inflation in September reached 3.4% yoy (lower compared to
our forecast of 3.2% yoy), significantly up from 2.6% yoy in August. Core inflation
was registered at 1.7% yoy, representing an increase from the 1.3% yoy recorded
the previous month. On the energy front, inflation moved to 20.9% yoy (3.7%
mom), compared to 16.5% yoy in August, which translated to a contribution of
1.8 pp. The services sector saw inflation reach 2.5% yoy (-1.8% mom), up from
2.0% yoy in August, contributing 1.2 pp. For food, alcohol, and tobacco, the year-
on-year rate printed at 1.6% yoy (0.2% mom), up from 1.3% yoy in August, with a
contribution of 0.3 pp. Finally, non-energy industrial goods (NEIG) inflation
stood at 0.1% yoy (0.6% mom), compared to -0.1% yoy in August.

» Italy: Headline inflation in Italy stood at 4.1% yoy (above our expectation of 3.5%
yoy), up from the August reading of 3.2% yoy. Core inflation was 1.8% yoy,
compared to 1.7% yoy in the previous month. Energy inflation came in at 22.3%
yoy (4.5% mom), after displaying a rate of 17.1% yoy in August, which meant a
contribution of 2.5 pp. Services inflation showed a reading of 2.5% yoy (-0.2%
mom), up from 2.2% yoy in August, making a contribution of 1.0 pp. Prices for
food, alcohol, and tobacco increased to 2.0% yoy (0.6% mom), compared to 1.3%
yoy in August, contributing 0.4 pp. NEIG was 0.6% yoy (6.0% mom), unchanged
from the previous month, contributing 0.2 pp.

» Spain: Headline inflation for the month of September printed at 5.0% yoy (vs.
our projection of 4.6% yoy), after registering 4.6% yoy in August. Core inflation
moderated to 3.5% yoy (vs. our projection of 3.6%), from the 3.6% yoy observed
in the prior month. Energy prices saw an annual change of 22.0% yoy (3.9%
mom), following the 17.1% yoy recorded in August, and contributing 2.0 pp to
the headline rate. Services inflation came in at 4.2% yoy (-0.6% mom), up from
4.0% yoy in August, contributing 2.1 pp. The food, alcohol, and tobacco category
registered a rate of 2.7% yoy (0.3% mom), up from 2.4% yoy in August,
contributing 0.6 pp. Lastly, non-energy industrial goods (NEIG) inflation
changed to 1.6% yoy (2.8% mom), compared to 2.2% yoy in August, with a
contribution of 0.3pp.
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of and comply with all such restrictions or prohibitions. Neither Natixis, nor any of its affiliates,
directors, employees, agents or advisers or any other person September be deemed liable to any
person in relation to the distribution, possession or delivery of this document in, to or from any

jurisdiction.
This document has been developed by our economists. It does not constitute a financial analysis
and has not been with legal designed to promote the

of i research. A
its dissemination.
This document and all attachments are communicated to each recipient for information purposes
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relevance and adequacy of the information contained in this document and make such other
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