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Macro Rapid Response

European inflation rose in August, but solely due to energy 01 September 2026
prices

Inflation in the euro area rose, as expected, to 3.3% year-on-year in August, its highest

levelin almost three years. However, price rises are confined to energy (and, to alesser

extent, non-energy goods, likely due to the rush towards Al). The ‘indirect’ effects on

core prices are very limited, and ‘second-round’ effects are, for now, non-existent: in ~ Research Department
our view, this picture remains consistent with a second hike in the ECB’s key interest

rates next week (10 September), but reduces the likelihood of further rate rises (unless

there is a new escalation in hostilities in the Middle East followed by further spikes in

energy commodity prices). Macroeconomic Research

Eurozone

In August, inflation in the Eurozone rose in line with expectations to 3.3% y/y (+0.4% m/m) from

2.9% in July: this is a record high since September 2023. Core indices, by contrast, fell by one-  Paolo Mameli
tenth of a percentage point (the HICP excluding energy, food, alcohol and tobacco to 2.4% from  Economist
2.5%, and the measure excluding energy and fresh food to 2.1% from 2.2%).

B Energy, as in July, has once again become the main driver of the rise, showing a sharp
acceleration from 10.3% to 14.3% year-on-year (a new high since February 2023); over the
month, energy prices rose by +2.9% month-on-month. We believe that this component may
have peaked on a year-on-year basis, but is set to remain in double figures until February
next year.

B Food inflation remained stable at 1.2% year-on-year, which is the lowest level since June 2021
(with prices stable over the month), against a backdrop of a further slowdown for processed
food (from 0.7% to 0.6% y/y) alongside a moderate pick-up for fresh food (from 2.4% to 2.7%
y/y). Consumer prices in the food sector are lagging behind past falls in producer prices in
the sector, but we expect to see a moderate rise in the coming months, driven by the indirect
effects of rising energy costs.

B Inflation on non-energy industrial goods rose for the second month running, from 0.9% to 1.2%
year-on-year: this is a two-and-a-half-year high. Over the month, prices rose by 0.6% month-
on-month. These price rises may be due to higher prices for technology goods as a result of
the boom in Artificial Intelligence.

M Finally, inflation in services slowed again, from 3.3% to 3% year-on-year (prices rose by just
one-tenth of a percentage point month-on-month): to find a lower figure, one has to go
back to 2024. We expect inflation in the services sector to remain just above 3 per cent in
the coming months, as the services most sensitive fo electricity and transport costs do not yet
appear to have fully factored in the energy price rises.

B All the major countries saw an acceleration in the year-on-year rate of price rises during the
month (Germany from 2.8% to 2.9%, France from 2.4% to 2.7%, Italy from 2.9% to 3.2%, Spain
from 3.9% to 4.5%).

B In summary, the rise in inflation is entirely due to energy, whilst the ‘indirect’ effects on core
prices are very limited (and ‘second-round’ effects are, for the time being, non-existent). In
our view, this picture remains consistent with a second increase in the ECB’s key interest rates
next week (10 September), but reduces the likelihood of further rate rises (unless there is a
renewed escalafion of hostilities in the Middle East followed by further spikes in energy
commodity prices).
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ltaly

In ltaly, too, inflation rose broadly in line with expectations: the HICP rose from 2.9% to 3.2% year-
on-year (+0.1% month-on-month), whilst the national NIC index rose from 2.9% to 3.3% y/y (+0.5%
m/m).

B As in the rest of the Eurozone, energy is the main driver of the rise, showing an acceleration
(in the NIC) from 11.6% to 17% (+2.8% month-on-month). The price rises affect both regulated
and unregulated energy products: of note are the +6.5% m/m and +31.3% y/y increases in
gas on the protected market, as well as the +10.6% m/m and +31.7% y/y increases in heating
oil, the +6.3% m/m and +16.3% y/y increases in petrol, and a +5.2% m/m and +26.7% y/y rise
in diesel for fransport.

B still looking at the NIC, the year-on-year acceleration is mainly due to the components most
closely linked to energy, namely “housing, water, electricity, gas and other fuels” (from 7.2%
to 8.9% year-on-year) and transport (from 4.3% to 6.1% year-on-year), as well as information
and communication services (from 0.2% to +1.2% year-on-year, a new mulfi-year high, which
in this case too may be due to the surge in Al usage). Inflation in the services sector slowed
from 2.7 per cent to 2.4 per cent year-on-year.

M still looking at the NIC, core inflation fell by one-tenth of a percentage point to 1.5% year-on-
year; inflation on the so-called ‘shopping basket’ remained stable at 1% y/y, whilst inflation
on frequently purchased goods rose from 3.4% to 4.3%.

B According to the harmonised index, inflation in services fell from 2.5% to 2.2% year-on-year
and core inflation dropped from 1.6% to 1.4% year-on-year, reaching its lowest level in over
two years.

B ooking ahead, the outlook for inflation in Italy is similar to that in the rest of the eurozone. The
rise in prices so far has been due almost exclusively to energy, with little impact on other price
indices. However, there still appears to be scope for a further rise in underlying inflation in the
coming months, mainly because the full effects of the energy shock - particularly on services
- have yet to be felt. This component could push inflation up towards 4 per cent in the final
months of the year, before falling back to around 3 per cent by March 2027 and to around 2
per cent by June.

Fig. 1 - In our central scenario, both energy inflation and the Fig. 2 - Energy’s contribution to the headline index is expected to
headline index will remain high in the coming months be positive and substantial until the early months of 2027
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Fig. 3 - HICP peaks remain higher in Spain than in the other major Fig. 4 - In our baseline scenario, core inflation is expected to
eurozone countries (due to the relative strength of consumer remain subdued
demand)
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Appendix

Analyst Certification and Other Important Disclosures

The analysts drafting this report state that the opinions, forecasts, and estimates contained herein are the result of independent
and subjective evaluation of the data and information obtained and no part of their compensation has been, is, or will be directly
or indirectly linked to the views expressed.

This research has been prepared by Intesa Sanpaolo SpA and distributed by Intesa Sanpaolo SpA, Intesa Sanpaolo SpA-London
Branch (a member of the London Stock Exchange) and Intesa Sanpaolo IMI Securities Corp. (a member of the NYSE and FINRA).
Intesa Sanpaolo SpA accepfs full responsibility for the contents of this report. Please also note that Intesa Sanpaolo SpA reserves
the right fo issue this document to its own clients. Infesa Sanpaolo SpA is authorised by the Banca d'ltalia and is regulated by the
Financial Conduct Authority in the conduct of designated investment business in the UK and by the SEC for the conduct of US
business.

Opinions and estimates in this research are as at the date of this material and are subject to change without notice to the recipient.
Information and opinions have been obtained from sources believed to be reliable, but no representation or warranty is made as to
their accuracy or correctness.

This report has been prepared solely for information purposes and is not infended as an offer or solicitation with respect to the
purchase or sale of any financial products. It should not be regarded as a substitute for the exercise of the recipient’s own judgement.
No Intesa Sanpaolo SpA entity accepts any liability whatsoever for any direct, consequential or indirect loss arising from any use
of material contained in this report.

This document may only be reproduced or published with the name of Intesa Sanpaolo SpA.

This document has been prepared and issued for, and thereof is infended for use by, Companies which have suitable knowledge
of financial markets, which are exposed to the volatility of interest rates, exchange rates and commodity prices and which are
capable of evaluating risks independently.

Therefore, such materials may not be suitable for all investors and recipients are urged to seek the advice of their relafionship
manager/independent financial advisor for any necessary explanation of the contents thereof.

Person and residents in the UK: this document is not for distribution in the United Kingdom to persons who would be defined as
private customers under rules of the FCA.

CH: This information is an advertisement in relation to the financial instruments discussed herein and is not a prospectus pursuant
fo the Swiss Financial Services Act ("FinSA") and no such prospectus has been or will be prepared for or in connection with such
financial instruments. This information does not constitute an offer to sell nor a solicitation to buy such financial instruments.

The financial instruments may not be publicly offered, directly or indirectly, in Switzerland within the meaning of the FinSA and no
application has or will be made to admit the financial instruments to trading on any frading venue (exchange or multilateral
frading facility) in Switzerland. Neither this information nor any other offering or marketing material relating to the financial
instruments may be publicly distributed or otherwise made publicly available in Switzerland.

US persons: this document is intended for distribution in the United States only to Major US Institutional Investors as defined in SEC
Rule 15a-6. US Customers wishing to effect a fransaction should do so only by contacting a representative at Intesa Sanpaolo IMI
Securities Corp. in the US (see contact details below).

Infesa Sanpaolo SpA issues and circulates research to Major Institutional Investors in the USA only through Infesa Sanpaolo IMI
Securities Corp., 1 William Street, New York, NY 10004, USA, Tel: (1) 212 326 1199.

Inducements in relation to research

Pursuant to the provisions of Delegated Directive (EU) 2017/593, this document can be qualified as an acceptable minor non-

monetary benefit as it is:

B macro-economic analysis or Fixed Income, Currencies and Commodities material made openly available to the general
public on the IMI Corporate & Investment Banking Division website (www.imi.intesasanpaolo.com) - Q&A on Investor
Protection topics - ESMA 35-43-349, Question 8 & 9.

Method of distribution

This document is for the exclusive use of the recipient with whom it is shared by Intesa Sanpaolo SpA and may not be reproduced,
redistributed, directly or indirectly, to third parties or published, in whole or in part, for any reason, without prior consent expressed
by Intesa Sanpaolo SpA. The copyright and all other intellectual property rights on the data, information, opinions and assessments
referred to in this information document are the exclusive domain of the Intfesa Sanpaolo Banking Group, unless otherwise
indicated. Such data, information, opinions and assessments cannot be the subject of further distribution or reproduction in any
form and using any tfechnique, even partially, except with express written consent by Infesa Sanpaolo SpA.
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Persons who receive this document are obliged to comply with the above indications.

Valuation Methodology

Comments on macroeconomic data are prepared based on macroeconomic and market news and data available via
information providers such as Bloomberg and LSEG Datastream. Macroeconomic, exchange rates and interest rate forecasts are
prepared by the Intesa Sanpaolo SpA Research Department, using dedicated econometric models. Forecasts are obtained using
analyses of historical statistical data series made available by the leading data providers and also on the basis of consensus data,
taking account of appropriate connections between them.

Disclosure of potential conflicts of interest

Intesa Sanpaolo SpA and the other companies belonging to the Intesa Sanpaolo Banking Group (jointly also the “Intesa Sanpaolo
Banking Group”) have adopted written guidelines “Organisational, management and confrol model” pursuant to Legislative
Decree 8 June, 2001 no. 231 (available  at  the Infesa Sanpoolo  SpA  website,  webpage
https://group.intesasanpaolo.com/en/governance/leg-decree-231-2001) setting forth practices and procedures, in accordance
with applicable regulations by the competent ltalian authorities and best international practice, including those known as
Information Barriers, to restrict the flow of information, namely inside and/or confidential information, to prevent the misuse of such
information and to prevent any conflicts of interest arising from the many activities of the Intesa Sanpaolo Banking Group which
may adversely affect the interests of the customer in accordance with current regulations.

In particular, the description of the measures taken to manage interest and conflicts of interest — in accordance with Arficles 5
and 6 of the Commission Delegated Regulation (EU) 2016/958 of 9 March 2016 supplementing Regulation (EU) No. 596/2014 of
the European Parliament and of the Council with regard to regulatory technical standards for the technical arrangements for
objective presentation of investment recommendations or other information recommending or suggesting an investment strategy
and for disclosure of particular interests or indications of conflicts of inferest as subsequently amended and supplemented, the
FINRA Rules 2241 and 2242 as applicable, as well as the FCA Conduct of Business Sourcebook rules COBS 12.4 - between the
Intesa Sanpaolo Banking Group and issuers of financial instruments, and their group companies, and referred fo in research
products produced by analysts at Intesa Sanpaolo SpA is available in the "Rules for Research " and in the exiract of the "Corporate
model on the management of inside information and conflicts of interest" published on the website of Intesa Sanpaolo SpA,
webpage https://group.intesasanpaolo.com/en/research/RegulatoryDisclosures.

As for the disclosures, please note that one or more of the companies of Intesa Sanpaolo Banking Group:

B trade or may trade as a principal in the securities (or in related derivatives) that are the subject in this report;

B plan to solicit investment banking business or intend to seek compensations from the securities that are the subject of this
report in the next three months.

Furthermore, in accordance with the aforesaid regulations, the specific company-related disclosures of the Intesa Sanpaolo Banking
Group's interests and conflicts of interest are available through webpage
https://group.intesasanpaolo.com/en/research/RegulatoryDisclosures/archive-of-intesa-sanpaolo-group-s-conflicts-of-interest.

The conflicts of interest published on the internet site are updated fo at least the day before the publishing date of this report.

Intesa Sanpaolo SpA acts as market maker in the wholesale markets for the government securities of the main European countries
and also acts as Government Bond Specialist, or in comparable roles, for the government securities issued, among others, by the
Republic of Italy.
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