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��� 6HDVRQDOO\�DGMXVWHG�PRQWKO\�SULFH�LQFUHDVHV�UHDOL]HG�DV������SHUFHQW�DQG������SHUFHQW�LQ�
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��� 7KH�ODVW�VL[�PRQWK�DYHUDJH�RI�VHDVRQDOO\�DGMXVWHG�LQIODWLRQ�ZDV������SHUFHQW�LQ�:3,�DQG�

����� SHUFHQW� LQ� &3,�� 7KH� DYHUDJH� UDWHV� RI� LQFUHDVH� FRUUHVSRQG� WR� ������ SHUFHQW� DQG� �����

SHUFHQW�LQ�DQQXDO�WHUPV��'XULQJ�WKH�VDPH�SHULRG��WKH�DYHUDJH�UDWH�RI�LQFUHDVH�LQ�VHDVRQDOO\�

DGMXVWHG�&3,�H[FOXGLQJ�IRRG�EHFDPH������SHUFHQW��7KLV�ILJXUH�FRUUHVSRQGV�WR����SHUFHQW�LQ�

DQQXDO�WHUPV��)LJXUH������

�

�
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'HYHORSPHQWV�LQ�&RQVXPHU�3ULFHV��

�

��� 'HVSLWH�D�UHODWLYH�VORZGRZQ�LQ�1RYHPEHU��WKH�SULFH�LQFUHDVHV�LQ�IRRG��EHYHUDJHV�WREDFFR�

DQG� FORWKLQJ�VKRHV�� ZKLFK� JDLQHG� SDFH� LQ� 2FWREHU� LQ� OLQH� ZLWK� WKH� VHDVRQDO� WHQGHQF\��

FRQWLQXHG�WR�EH�D�GHWHUPLQLQJ�IDFWRU�LQ�&3,�LQIODWLRQ��,Q�1RYHPEHU��SULFH�LQFUHDVHV�IRU�WKHVH�

WZR� JURXSV� UHDOL]HG� DV� ���� DQG� ���� SHUFHQW�� UHVSHFWLYHO\�� WKXV� UHPDLQLQJ� DERYH� &3,��

0HDQZKLOH�� SULYDWH� WUDQVSRUWDWLRQ� YHKLFOH� SULFHV�� ZKLFK� URVH� E\� ���� SHUFHQW� GXH� WR�

DGMXVWPHQWV�LQ�VSHFLDO�FRQVXPSWLRQ�WD[��OHG�WR�D�����SHUFHQW�SULFH�LQFUHDVH�LQ�GXUDEOH�JRRGV��

WKH�KLJKHVW�OHYHO�VLQFH�-XO\�������$QRWKHU�LWHP�LQ�&3,�JRRGV�JURXS�WKDW�GLVSOD\HG�D�UHODWLYHO\�

KLJK�UDWHG� LQFUHDVH� LV� IXUQLWXUH� DQG� IORRULQJ� SULFHV�� ZKLFK� URVH� E\� ���� SHUFHQW�� ,Q� WKLV�

FRQWH[W��WKH�UDWH�RI�LQFUHDVH�LQ�VHDVRQDOO\�DGMXVWHG�JRRGV�SULFHV�URVH�E\�����SRLQW�FRPSDUHG�

WR�2FWREHU�DQG�UHDOL]HG�DV�����SHUFHQW���

��� 'HVSLWH� WKH� ERRVWLQJ� HIIHFW� RI� SULFH� LQFUHDVHV� LQ� WKH� IRRG� DQG� FORWKLQJ� VXEJURXSV� RQ�

LQIODWLRQ�WUHQG�IRU�WKH�ODVW�WZR�PRQWKV��WKH�HOHYHQ�PRQWK�FXPXODWLYH�SULFH�LQFUHDVHV�LQ�WKHVH�

WZR� JURXSV� UHDOL]HG� DV����� DQG�����SHUFHQW� UHVSHFWLYHO\��UHPDLQLQJ�VXEVWDQWLDOO\�EHORZ�WKH�

&3,�LQFUHDVH�RI�����SHUFHQW�LQ�WKH�VDPH�SHULRG��+RZHYHU��WKH�SULFHV�RI�SULYDWH�WUDQVSRUWDWLRQ�

YHKLFOHV�� IXUQLWXUH� DQG� IORRULQJ� LQFUHDVHG� TXLWH� DERYH� WKH� LQIODWLRQ� WUHQG� LQ� WKH� -DQXDU\�

1RYHPEHU�SHULRG��UHDOL]LQJ�DV������DQG������SHUFHQW��UHVSHFWLYHO\���

��� 0HDQZKLOH��VHDVRQDOO\�DGMXVWHG�SULFH�LQFUHDVHV� LQ�VHUYLFHV�URVH�WR�����SHUFHQW� IURP�����

SHUFHQW�RI�2FWREHU��7KLV�GHYHORSPHQW�PDLQO\�VWHPPHG�IURP�WKH�UHDOL]DWLRQ�RI�UHQW�LQFUHDVH�

DV� ���� SHUFHQW�� ZKLFK� LV� HYHQ� DERYH� WKH� 1RYHPEHU� ����� ILJXUH� GHVSLWH� WKH� UHPRYDO� RI�

&3,�DQG�&3,�([FOXGLQJ�)RRG�� :3,�DQG�:3,�([FOXGLQJ�$JULFXOWXUH��
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XQIDYRUDEOH�VHDVRQDO�IDFWRUV�RI�WKH�$XJXVW�2FWREHU�SHULRG��+HQFH��UHQW�LQFUHDVH�UHVXPHG�LWV�

XSZDUG� WUHQG� LQ� DQQXDO� WHUPV� DIWHU� D� WHQ�PRQWK� SHULRG� DQG� UHDFKHG� ����� SHUFHQW��

$FFRUGLQJO\�� WKH� DQQXDO� SULFH� LQFUHDVH� LQ� VHUYLFHV� JURXS� URVH� E\� ���� SRLQWV� FRPSDUHG� WR�

2FWREHU��DQG�UHDFKHG������SHUFHQW��$V�IRU�WKH�JRRGV�JURXS��DQQXDO�LQIODWLRQ�GURSSHG�WR�����

SHUFHQW�IURP�����SHUFHQW�LQ�2FWREHU��)LJXUH������

)LJXUH����*RRGV�DQG�6HUYLFHV�*URXS�3ULFHV��
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��� &RQVHTXHQWO\��SULFH�LQFUHDVHV�LQ�VHDVRQDOO\�DGMXVWHG�&3,�DQG�&3,�H[FOXGLQJ�IRRG�UHDOL]HG�

����SRLQW�DQG�����SRLQW�KLJKHU�WKDQ�WKHLU�DYHUDJH�YDOXHV�RI�WKH�ILUVW�WHQ�PRQWKV�RI�WKH�\HDU��

UHVSHFWLYHO\��:KLOH�DQQXDO�&3,�LQIODWLRQ�GHFOLQHG�WR������SHUFHQW��&3,�LQIODWLRQ�H[FOXGLQJ�IRRG�

SULFHV� URVH� WR� ������ SHUFHQW� �)LJXUH� ���� 7KH� LQFUHDVHV� LQ� IRRG�� WUDQVSRUWDWLRQ� DQG� UHQWV�

SULFHV�VWRRG�DV�WKH�GHWHUPLQDQWV�RI�WKH�ULVH�LQ�&3,�LQIODWLRQ�H[FOXGLQJ�IRRG���
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'HYHORSPHQWV�LQ�:KROHVDOH�3ULFHV�

�

��� ����� SRLQW� RI� WKH� ����� SHUFHQW� PRQWKO\� :3,� LQIODWLRQ� UHVXOWHG� IURP� SXEOLF� VHFWRU� SULFH�

LQFUHDVHV� DQG� WKH� UHPDLQLQJ� ����� SHUFHQW� IURP� SULYDWH� VHFWRU�� 6HDVRQDOO\� DGMXVWHG� :3,�

LQIODWLRQ�GURSSHG�E\�����SRLQWV�LQ�1RYHPEHU�FRPSDUHG�WR�2FWREHU�DQG�EHFDPH�����SHUFHQW���

��� $JULFXOWXUDO� SULFHV� URVH� E\� ���� SHUFHQW� LQ� 1RYHPEHU�� ZKHUHDV� VHDVRQDOO\� DGMXVWHG�

DJULFXOWXUDO� SULFH� LQFUHDVH� GHFOLQHG� WR� ���� SHUFHQW�� &RQVLGHULQJ� WKH� LQFUHDVHV� LQ� VHDVRQDOO\�

DGMXVWHG� DJULFXOWXUDO� SULFHV� E\� ���� SHUFHQW� DQG� ���� SHUFHQW� LQ� 6HSWHPEHU� DQG� 2FWREHU��

UHVSHFWLYHO\�� LW� LV� FOHDU� WKDW� WKH� DJULFXOWXUDO� SULFH� LQFUHDVH� KDV� VLJQLILFDQWO\� ORVW� SDFH� LQ�

1RYHPEHU�� 0HDQZKLOH�� :3,� H[FOXGLQJ� DJULFXOWXUH� LQFUHDVHG� E\� ���� SHUFHQW�� +HQFH�� WKH�

FXPXODWLYH�SULFH�LQFUHDVH�LQ�:3,�H[FOXGLQJ�DJULFXOWXUH�UHDFKHG������SHUFHQW�VLQFH�-DQXDU\���

�����,Q� 1RYHPEHU�� SULFHV� LQ� SXEOLF� PDQXIDFWXULQJ� LQGXVWU\� XSSHG� E\� ���� SHUFHQW�� 7KH� VDLG�

XSVXUJH� ZDV� VOLJKW� EHFDXVH� RI� WKH� ���� SHUFHQW� GHFOLQH� LQ� SULFHV� RI� EDVLF� PHWDO� LQGXVWU\�

VHFWRU��2Q�WKH�RWKHU�KDQG��SULFHV�LQ�SHWUROHXP�SURGXFWV�LQGXVWU\��ZKLFK�FRQWULEXWHG�KLJKO\�WR�

SXEOLF�PDQXIDFWXULQJ�LQGXVWU\�LQIODWLRQ�LQ�2FWREHU��SHUVLVWHG�WR�H[HUW�DQ�XSZDUG�SUHVVXUH�RQ�

SXEOLF�PDQXIDFWXULQJ�LQGXVWU\�SULFHV�ZLWK�DQ�LQFUHDVH�E\�����SHUFHQW�LQ�1RYHPEHU�DV�ZHOO���

�����3ULYDWH� PDQXIDFWXULQJ� LQGXVWU\� SULFHV� ERRVWHG� E\� ���� SHUFHQW�� 7KLV� LQFUHDVH� PDLQO\�

VWHPPHG�IURP�WKH�GHSUHFLDWLRQ�RI�86�GROODU�E\�����SHUFHQW�LQ�WKH�2FWREHU�1RYHPEHU�SHULRG�

DQG� VOXJJLVK� XSZDUG� WUHQG� LQ� SULFH� LQFUHDVHV� LQ�SXEOLF� PDQXIDFWXULQJ� LQGXVWU\�� 0HDQZKLOH��
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FORWKLQJ�PDQXIDFWXULQJ�SULFHV�IHOO�E\�����SHUFHQW� LQ�1RYHPEHU��DIWHU�KDYLQJ�VRDUHG�E\������

SHUFHQW�LQ�2FWREHU����

�����(QHUJ\� SULFHV� ZLWKLQ� WKH� :3,� JURXS� PDLQWDLQHG� WKHLU� FXUUHQW� WUHQG� DQG� URVH� E\� ����

SHUFHQW��2Q�DQQXDO�EDVLV��KRZHYHU��HQHUJ\�SULFHV�FRQWUDFWHG�E\�����SHUFHQW�LQ�1RYHPEHU���

)LJXUH����:3,�DQG�:3,�([FOXGLQJ�$JULFXOWXUH�
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���� �,Q�1RYHPEHU��DQQXDO�LQIODWLRQ�UDWHV�LQ�:3,�DQG�:3,�H[FOXGLQJ�DJULFXOWXUH�IHOO�

WR� ������ SHUFHQW� DQG� ������ SHUFHQW�� UHVSHFWLYHO\�� $QQXDO� SULFH� LQFUHDVHV� LQ� SXEOLF�

DQG� SULYDWH� PDQXIDFWXULQJ� LQGXVWULHV� GLIIHUHG� PDLQO\� GXH� WR� YRODWLOH� LQWHUQDWLRQDO�

JRRGV� SULFHV�� $QQXDO� SULFH� LQFUHDVHV� LQ� SXEOLF� DQG� SULYDWH� PDQXIDFWXULQJ� LQGXVWULHV�

UHDOL]HG�DV�������SHUFHQW�DQG�������SHUFHQW��UHVSHFWLYHO\���
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�

�����&RQVXPHU� SULFHV� LQIODWLRQ�� ZKLFK� ZDV� UHFRUGHG� DV� ����� SHUFHQW� DW� WKH� HQG� RI� ������

GURSSHG�WR�VLQJOH�GLJLWV�E\�0D\������DQG�JHQHUDOO\�PDLQWDLQHG�WKLV�WUHQG�LQ�WKH�VHFRQG�KDOI�

RI� WKH�\HDU��8QGRXEWHGO\��PDLQ�IDFWRUV�SDYLQJ�WKH�ZD\�IRU�WKLV�DFKLHYHPHQW�ZHUH�WKH�WLJKW�

ILVFDO� DQG� PRQHWDU\� SROLFLHV� LPSOHPHQWHG� LQ� FRKHUHQFH� ZLWK� HDFK� RWKHU� DQG� D� VHULHV� RI�

VWUXFWXUDO� UHIRUPV� LQLWLDWHG�ZLWK�WKH� LQWURGXFWLRQ�RI� WKH�SURJUDP��%\� WKH� ODVW�PRQWK�RI� WKLV�

\HDU�� WKHUH� LV� QR� GRXEW� RQ� WKH� DWWDLQDELOLW\� RI� ����� LQIODWLRQ� WDUJHW� DQG� WKH� DWWHQWLRQ� KDV�

EHHQ�GLUHFWHG�WRZDUGV�WKH�HQG�\HDU�WDUJHW�IRU�������+DYLQJ�IRUHVHHQ�DOO�WKHVH�GHYHORSPHQWV�

EHIRUHKDQG�� WKH� &HQWUDO� %DQN� KDV� DOUHDG\� EHHQ� GUDZLQJ� DWWHQWLRQ� WR� ULVNV� WR� WKH� LQIODWLRQ�

WDUJHW�IRU�WKH�QH[W�\HDU�VLQFH�0DUFK�������0HDQZKLOH��WKH�SDXVH�EHLQJ�REVHUYHG�UHFHQWO\�LQ�

WKH�GRZQZDUG�WUHQG�RI�DQQXDO�LQIODWLRQ�ILJXUHV�DUH�DULVLQJ�TXHVWLRQV�ZKHWKHU�WKH�GRZQZDUG�

WUHQG� RI� LQIODWLRQ� LQ� WKH� ODVW� WKUHH� \HDUV� ZRXOG� FRQWLQXH� LQ� ����� DV� ZHOO�� $W� WKLV� SRLQW�� LW�

ZRXOG� EH� KHOSIXO� WR� DGRSW� D� IRUZDUG�ORRNLQJ� DSSURDFK� LQ� LQWHUSUHWLQJ� WKH� JHQHUDO�

PDFURHFRQRPLF�RXWORRN�DQG�WKH�LQIRUPDWLRQ�SURYLGHG�E\�VXE�LWHPV�RI�LQIODWLRQ���

�

,QIODWLRQ��6XE�,WHPV�

�����)ROORZLQJ�KLJK�SULFH�LQFUHDVHV�WKDQ�H[SHFWHG�LQ�2FWREHU��WKH�LQWHUSUHWDWLRQ�RI�1RYHPEHU�

LQIODWLRQ�ILJXUHV�JDLQV�VSHFLDO�LPSRUWDQFH��:KHQ�VHDVRQDOO\�DGMXVWHG��WKH�UHODWLYH�LQFUHDVH�LQ�

IRRG�SULFHV�VHHPV�WR�EH�Wemporary. This supports the findings in our “October inflation and 

outlook” report. Meanwhile, the shift of seasonality in clothing group to October–1RYHPEHU��

LQVWHDG�RI�6HSWHPEHU�2FWREHU�FDXVHG�DQ�LOOXVLRQ�DV�LI�SULFHV�LQFUHDVHG�UHODWLYHO\��:KHQ�GRLQJ�

WKH� DQDO\VLV�� LW� VKRXOG� EH� FRQVLGHUHG� WKDW� SULFH� LQFUHDVH� LQ� FORWKLQJ� VHFWRU� ZDV� RQO\� ����

SHUFHQW�LQ�WKH�ILUVW����PRQWKV�RI�WKH�\HDU���

�����,Q� WKH� ILUVW� ��� PRQWKV�RI�������WKH�FXPXODWLYH� LQFUHDVH� LQ�SULFHV�ZDV�UHFRUGHG�DV�����

SHUFHQW�� (VSHFLDOO\� UHQW� ��������� SULFHV� RI� WUDQVSRUWDWLRQ� ��������� DQG� IXUQLWXUH�IORRULQJ�

�������� VHFWRUV� URVH� UHPDUNDEO\�� 7KH� FRQWULEXWLRQ� RI� WKHVH� VXE�LWHPV� WR� ���PRQWK� SULFH�

LQFUHDVHV� LV� ����� SRLQWV�� :KHWKHU� WKH� QHJDWLYH� LPSDFWV� RI� SULFH� GHYHORSPHQWV� LQ� WKH�

PHQWLRQHG�VHFWRUV�FRXOG�FRQWLQXH�LV�FUXFLDO�IRU�WKH������LQIODWLRQ��'XH�WR�WKH�VLJQV�RI�UHYLYDO�

LQ�GRPHVWLF�GHPDQG�DQG�SURSHQVLW\�WR�FRPSHQVDWH�UHODWLYH�SULFHV�WKDW�KDYH�UHPDLQHG�ORZ��LW�

LV�WKRXJKW�WKDW�KLJK�LQFUHDVHV�LQ�UHQWV�DQG�IXUQLWXUH�SULFHV�PD\�FRQWLQXH�LQ������DV�ZHOO��2Q�

WKH�RWKHU�KDQG��XQGHU�WKH�SUHVXPSWLRQ�WKDW�LQ�������WKHUH�ZRXOG�QRW�EH�D�QHHG�WR�LQFUHDVH�

WKH�WD[HV�RI�YHKLFOHV�DV�PXFK�DV�WKLV�\HDU��DQG�WKH�VXUJH� LQ�RLO�SULFHV�ZRXOG�QRW�FRQWLQXH��
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DGYHUVH� HIIHFWV� RI� WUDQVSRUWDWLRQ� JURXS� SULFHV� FRXOG� EH� UHPRYHG�� � 7KHUHIRUH�� LQ������� WKH�

PDLQ� VXE�JURXSV� WKDW� PD\� SRVH� ULVN� LQ� WHUPV� RI� LQIODWLRQ� DUH� SUHGLFWHG� WR� EH� IXUQLWXUH�

IORRULQJ�DQG�UHQW�JURXSV��

�����,Q�WHUPV�RI�:3,��1RYHPEHU������KDV�EHHQ�D�EHQHILFLDO�SHULRG��$JULFXOWXUH�SULFHV��DIWHU�

WZR�FRQVHFXWLYH�PRQWKV�RI�H[WUHPH�XSVXUJHV�� WXUQHG�EDFN� WR� LWV�QRUPDO� WHQGHQF\��2Q� WKH�

RWKHU� KDQG�� WKH� VORZGRZQ�RI� SULFH� LQFUHDVHV� LQ�SULYDWH�PDQXIDFWXULQJ� LQGXVWU\� KDV�EHHQ�D�

IDYRUDEOH� GHYHORSPHQW� IRU� WKH� IXWXUH� LQIODWLRQ� SHULRG�� +RZHYHU�� WKH� GLIIHUHQWLDWLRQ� RI�

ZKROHVDOH�SULFHV�EHWZHHQ�SXEOLF�DQG�SULYDWH�VHFWRU�HYLGHQWO\�FRQWLQXHG�LQ�1RYHPEHU��

�����$W� WKLV� SRLQW�� LW� ZLOO� EH� XVHIXO� WR� SXW� D� VSHFLDO� HPSKDVLV� RQ� WKH� JHQHUDO� SXEOLF� VHFWRU�

SULFLQJ�SROLF\��,Q�WKH������EXGJHW��VHULRXV�KLNHV�DUH�H[SHFWHG�LQ�VSHFLDO�FRQVXPSWLRQ�WD[HV��

ZKLFK�IRUP�WKH�EXON�RI�WD[�UHYHQXHV��1HYHUWKHOHVV��VKRXOG�WKH�JURZWK�UDWH�UHDOL]H�EHORZ�WKH�

H[SHFWDWLRQV� LQ� ������ WRWDO� WD[� UHYHQXHV� PLJKW� VWD\� EHORZ� WKH� IRUHVHHQ� DPRXQW� DQG�

DGGLWLRQDO� EXGJHWDU\� PHDVXUHV� PLJKW� EHFRPH� QHFHVVDU\�� � ,Q� VXFK� D� FDVH�� HYHQ� LI� WKH� RLO�

SULFHV�DQG�H[FKDQJH�UDWH�GHYHORSPHQWV�FRXOG�SXOO�GRZQ�WKH�UHILQHU\�SULFHV��SHWUROHXP�SULFHV�

ZRXOG� QRW� GHFUHDVH�� ZRXOG� HYHQ� LQFUHDVH�� $OVR�� IXUWKHU� SULFH� DGMXVWPHQWV� LQ� RWKHU� JRRGV�

SURGXFHG� E\� SXEOLF� FDQ� EH� H[SHFWHG�� 6XFK� D� VLWXDWLRQ� ZRXOG� ERWK� GHWHULRUDWH� WKH� UHODWLYH�

SULFH�VWUXFWXUH��GLVUXSWLQJ�WKH�HIILFLHQW�DOORFDWLRQ�RI�UHVRXUFHV�DQG�FKDOOHQJH�WKH�ILJKW�DJDLQVW�

LQIODWLRQ��7R�DYRLG�VLPLODU�SRWHQWLDO�DGYHUVLWLHV��LW�DSSHDUV�DV�D�VLJQLILFDQW�IDFW�WKDW�WKH�ULVH�LQ�

SULFHV�RI�JRRGV�DQG�VHUYLFHV�SURGXFHG�E\�WKH�SXEOLF�VHFWRU�VKRXOG�QRW�EH�SHUFHLYHG�DV�WKH�

most important determinant of “fiscal discipline” in state economic enterprises, but the 

GHHSHQLQJ�RI�ILVFDO�DGMXVWPHQW�YLD�HQKDQFLQJ�SURGXFWLYLW\�LQ�SXEOLF�VHFWRU�LQVWHDG��

*HQHUDO�0DFURHFRQRPLF�2XWORRN�

�����7KH�PDLQ�LVVXH�WKDW�PDUNHG�WKH�ILUVW�WKUHH�TXDUWHUV�RI������KDV�EHHQ�KLJK�JURZWK�UDWH�

DQG�WKH�UHVXOWLQJ�FXUUHQW�DFFRXQW�GHILFLW��+RZHYHU��LQ�WKH�VHFRQG�KDOI�RI�WKH�\HDU�DV�D�UHVXOW�

RI� WKH� SHULRGLF� LPSDFWV� FUHDWHG� E\� WKH� GHIHUUHG� GHPDQG�� LW� LV� REVHUYHG� WKDW� WKH� UDWH� RI�

DFFHOHUDWLRQ� LQ� GXUDEOH�JRRGV�VORZHG�GRZQ� DQG� WKH�FDSDFLW\� XWLOL]DWLRQ� UDWLRV�GHFUHDVHG� LQ�

WKH�PHQWLRQHG�VHFWRU�RZLQJ�WR�VRPH�WHPSRUDU\�PHDVXUHV�WDNHQ�DQG�WKH�ULVH�LQ�LQWHUHVW�UDWHV�

RI� FRQVXPHU� FUHGLWV�� 0RUHRYHU�� D� VORZ�GRZQ� LV� EHLQJ� REVHUYHG� LQ� LQGXVWULDO� SURGXFWLRQ��

LPSRUWV� RI� LQWHUPHGLDU\� JRRGV�� PRQH\� GHPDQG� DQG� FUHGLWV�� H[FHVV� OLTXLGLW\� LV� GHFOLQLQJ��

FRQVXPHU� WHQGHQF\� DQG� FRQVXPHU� FRQILGHQFH� LQGLFHV� DUH� EHFRPLQJ� VWDEOH�� 7KHUHIRUH�� DOO�

WKHVH� GHYHORSPHQWV� DQG� RWKHU� OHDGLQJ� LQGLFDWRUV� RI� HFRQRPLF� DFWLYLW\� SRLQW� RXW� WR� D�

GRZQZDUG� WUHQG� RI� JURZWK� LQ� WKH� WKLUG� TXDUWHU� RI� ����� DQG� WKDW� WKLV� UHODWLYH� GHFHOHUDWLRQ�

ZRXOG�FRQWLQXH�LQ�WKH�ODVW�TXDUWHU�DV�ZHOO���
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�����'XH�WR�WKH�WLJKW�ILVFDO�DQG�PRQHWDU\�SROLFHV�LPSOHPHQWHG�LQ�WKH�UHFHQW�\HDUV��WKHUH�LV�D�

FRQWUROOHG�UHFRYHU\�LQ�GRPHVWLF�GHPDQG��ZKLFK�KDV�QRW�\HW�H[HUWHG�DQ�REYLRXV�SUHVVXUH�RQ�

SULFHV�� $V� RI� WKH�VHFRQG� TXDUWHU� RI� ������VLQFH�WKH� UHFRYHU\� LQ�GHPDQG�IRU�GXUDEOH�JRRGV�

KDV�VSUHDG�WR�ZLGHU�VXE�JURXSV��WKH�VXSSO\�DQG�GHPDQG�HTXLOLEULXP�LQ������VKRXOG�JLYH�OHVV�

VXSSRUW� WR� LQIODWLRQ� FRPSDUHG� WR� WKH� SUHYLRXV� \HDUV�� %HVLGHV�� ZKLOH� JRLQJ� WKURXJK� DQ�

XQIDYRUDEOH� SHULRG� LQ� WHUPV� RI� UDZ� PDWHULDO� SULFHV�� NHHSLQJ� WKH� GRPHVWLF� GHPDQG� XQGHU�

FRQWURO�LV�RI�VSHFLILF�LPSRUWDQFH�IRU�KROGLQJ�WKH�LQIODWLRQ�H[SHFWDWLRQV�DW�D�ORZ�SURILOH��7R�WKLV�

HQG��GRPHVWLF�GHPDQG�LQGLFDWRUV�ZLOO�FRQWLQXH�WR�EH�FORVHO\�PRQLWRUHG��

�����,W�LV�SURMHFWHG�WKDW�LQYHVWPHQW�LQWHQWLRQV��ZKLFK�KDYH�PDLQWDLQHG�WKHLU�KLJK�OHYHO�IRU�WKH�

ODVW� IRXU� TXDUWHUV�� ZRXOG� PDNH� D� SRVLWLYH� LPSDFW� RQ� SURGXFWLRQ� DQG� SURGXFWLYLW\� LQ� WKH�

XSFRPLQJ�SHULRG��0RUHRYHU��SURYLGHG�WKDW�WKH�ILVFDO�GLVFLSOLQH�LV�XSKHOG�DQG�WKH�SHUFHSWLRQV�

WKDW� LWV� TXDOLW\� ZRXOG� EH� HQKDQFHG� EHFRPH� PRUH� ZLGHVSUHDG�� UHDO� LQWHUHVW� UDWHV� ZRXOG�

IXUWKHU� GHFOLQH�� PDQXIDFWXUHU� FRQILGHQFH� ZRXOG� EH� IRVWHUHG�� UHFRYHU\� LQ� LQYHVWPHQWV� DQG�

H[SRUWV� ZRXOG� FRQWLQXH�� ZKLFK� DOWRJHWKHU� ZRXOG� EH� WUDQVODWHG� LQWR� JURZWK� UHVWLQJ� XSRQ� D�

PRUH� VROLG� JURXQG�� 7KXV�� ULVH� LQ� SURGXFWLYLW\� ZRXOG� SURFHHG�� VWDEOH� JURZWK� DQG� GHFOLQH� LQ�

LQIODWLRQ� ZRXOG� EH� PDLQWDLQHG� VLPXOWDQHRXVO\� DQG� IDYRUDEOH� FRXUVH� RI� H[SHFWDWLRQV� ZRXOG�

VXSSRUW� LQIODWLRQ�� (YLGHQWO\�� DOO� WKHVH� SURMHFWLRQV� DUH� EDVHG� RQ� WKH� DVVXPSWLRQ� WKDW� WKH�

FXUUHQW�HFRQRPLF�SROLF\�LV�PDLQWDLQHG�ZLWK�D�VLPLODU�DSSURDFK�DQG�WKH�VWUXFWXUDO�UHIRUPV�WKDW�

KDYH�EHHQ�DOUHDG\�VWDUWHG�DUH�GHHSHQHG��

,QIODWLRQ�DQG�5LVNV�LQ�WKH�8SFRPLQJ�7HUP��

���� In our recent repots as well as press releases, it was emphasized on the “base effect“ 

WKDW�KDV�HPHUJHG�DV�D�UHVXOW�RI�WKH�TXLWH�IDYRUDEOH�FRXUVH�RI�FRVW�FRQGLWLRQV�REVHUYHG�VLQFH�

$SULO�������:H�KDYH�UHLWHUDWHG�WKDW�DQQXDO�LQIODWLRQ�ILJXUHV�DUH�FRPSOHWHO\�EDFNZDUG�ORRNLQJ�

variables and they are determined by the past term’s movements rather than the upcoming 

WHUP�� $FWXDOO\�� DQQXDO� LQIODWLRQ� VWDUWHG� WR� FOLPE� LQ� -XO\� GXH� WR� WKH� EDVH� \HDU� HIIHFW� DQG�

UHWXUQHG� EDFN� WR� WKH� GRZQZDUG� WUHQG� LQ�DXWXPQ�DV� SDUW�RI� WKLV�HIIHFW�KDG�FHDVHG��$W� WKLV�

SRLQW��LW�LV�H[SHFWHG�WKDW�D�VLPLODU�WUHQG�FRXOG�SUREDEO\�EH�REVHUYHG�LQ������DV�ZHOO��,QFUHDVH�

LQ� SULFHV� LQ� WKH� ILUVW� IRXU� PRQWKV� RI� WKH� \HDU� UHPDLQHG� VXEGXHG� GXH� WR� IDYRUDEOH� GHPDQG�

FRQGLWLRQV� DV� ZHOO� DV� SXEOLF� SULFLQJ�SROLF\��+RZHYHU�� DV�FRVW�FRQGLWLRQV� WXUQHG� XQIDYRUDEOH�

DQG� EXGJHW� PHDVXUHV� FDOOHG� IRU� VRPH� XQIRUHVHHQ� SULFH� DGMXVWPHQWV�� ULVH� LQ� SULFHV�

DFFHOHUDWHG�UHODWLYHO\�DV�RI�0D\��2ZLQJ�WR�WKH�PHQWLRQHG�HIIHFW��DQ�LQWHUUXSWLRQ�DQG�HYHQ�D�

VSXUW�PLJKW�EH�REVHUYHG�LQ�WKH�GRZQZDUG�WUHQG�LQ�LQIODWLRQ�LQ�WKH�ILUVW�IRXU�PRQWKV�RI�������

+RZHYHU�� LW� LV� DQWLFLSDWHG� WKDW� DQQXDO� LQIODWLRQ� FDOFXODWHG� E\� XVLQJ� WKH� FXUUHQW� &3,� ZRXOG�

KHDG�GRZQZDUGV�DJDLQ� LQ�0D\�DQG�ZRXOG�UHDFK�D� OHYHO�YHU\�FORVH�WR�WKH�WDUJHWHG�OHYHO�E\�
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WKH� HQG� RI� WKH� \HDU�� (YLGHQWO\�� WKHVH� SURMHFWLRQV� DUH� PDGH� ZLWKLQ� WKH� VFRSH� RI� WKH� PDLQ�

VFHQDULR� LQ�ZKLFK�WKH�FXUUHQW�HFRQRP\�SROLFLHV�DUH�PDLQWDLQHG�ZLWK�D�VLPLODU�DSSURDFK��WKH�

VWUXFWXUDO�UHIRUPV�DUH�LPSOHPHQWHG�VWHDGIDVWO\�DQG�WKHUH�HPHUJHV�QR�H[WUDRUGLQDU\�VLWXDWLRQ�

GRPHVWLFDOO\�RU�H[WHUQDOO\��:H�FDQ�VXPPDUL]H�WKH�ULVNV�WKDW�FRXOG�OHDG�WR�GHYLDWLRQV�IURP�RXU�

SURMHFWLRQV�DV�IROORZV��

�����$� QHJDWLYH� DQVZHU�� ZRUVH�WKDQ�H[SHFWHG�� SHUWDLQLQJ� WR� ODXQFKLQJ�RI� DFFHVVLRQ� SURFHVV�

LQWHQGHG� IRU� IXOO� PHPEHUVKLS� LQ� WKH� (XURSHDQ� 8QLRQ� FRXOG� LQFUHDVH� ULVN� SHUFHSWLRQV� DQG�

FUHDWH� IOXFWXDWLRQV� LQ� ILQDQFLDO�PDUNHWV� LQ� UHWXUQ��0HDQZKLOH��HYHQ� LI�DEUXSW�FDSLWDO�RXWIORZ�

IURP�GHYHORSLQJ�FRXQWULHV�VHHPV�WR�EH�D�PLQRU�SRVVLELOLW\�IRU�WKH�WLPH�EHLQJ��DQ\�FKDQJHV�LQ�

JOREDO�ULVN�SHUFHSWLRQV�DUH�DFFHSWHG�DV�IDFWRUV�WKDW�FDQ�SRVH�ULVN�WR�WKH�VWDELOLW\�RI�ILQDQFLDO�

PDUNHWV��+RZHYHU��LW�VKRXOG�EH�RQFH�PRUH�UHLWHUDWHG�WKDW�SURYLGHG�WKH�VWUXFWXUDO�UHIRUPV�DUH�

FDUULHG�RXW�ZLWKRXW�LQWHUUXSWLRQ�DQG�ILVFDO�GLVFLSOLQH�LV�PDLQWDLQHG��WKH�HIIHFWV�RI�H[RJHQRXV�

IDFWRUV� ZRXOG� EH� OLPLWHG�� ,Q� IDFW�� VWXGLHV� DUH� XQGHUZD\� IRU� GUDZLQJ� XS� D� QHZ� 1DWLRQDO�

(FRQRPLF� 3URJUDP� WR� EH� LPSOHPHQWHG� LQ� WKH� QH[W� WKUHH� \HDUV� DQG� SHUFHSWLRQV� KDYH�

LQFUHDVHG�WKDW�ILVFDO�DQG�PRQHWDU\�GLVFLSOLQH�DV�ZHOO�DV�VWUXFWXUDO�UHIRUPV�ZRXOG�EH�WKH�FRUH�

RI� WKH� QHZ� SURJUDP�� $V� VRFLDO� VHFXULW\� UHIRUP�� WD[� UHIRUP� DQG� SXEOLF� JRYHUQDQFH� UHIRUP�

ZRXOG� PDNH� D� SRVLWLYH� LPSDFW� RQ� SURGXFWLYLW\� LQ� SXEOLF� VHFWRU� DQG� HQKDQFH� TXDOLW\� DQG�

VXVWDLQDELOLW\� RI� ILVFDO� GLVFLSOLQH�� WKH\� ZRXOG� YHU\� PXFK� FRQWULEXWH� WR� IRVWHULQJ� WKH�

IXQGDPHQWDOV�RI�HFRQRP\��

����$QRWKHU�VLJQLILFDQW�ULVN�IDFWRU�IRU������LQIODWLRQ�LV�WKH�OLNHOLKRRG�WKDW�WKH�GLIIHUHQWLDWLRQ�

EHWZHHQ�WKH�JRRGV�DQG�VHUYLFHV�SULFHV�PLJKW�JR�EH\RQG�WKH�SUHGLFWHG�OLPLWV��8QGHU�QRUPDO�

FRQGLWLRQV��SDUW�RI�SULFH�GLIIHUHQWLDWLRQV�EHWZHHQ�JRRGV�DQG�VHUYLFHV�FDQ�EH�DWWULEXWHG�WR�WKH�

IDFWV�WKDW��EDFNZDUG�LQGH[DWLRQ�PHFKDQLVP�LV�TXLWH�VWURQJ�LQ�WKH�VHUYLFHV�VHFWRU�� LQFUHDVHV�

LQ�FRPSHWLWLYHQHVV�DQG�SURGXFWLYLW\�LQ�WKH�VHFWRUV�VXEMHFW�WR�IRUHLJQ�WUDGH�DUH�LQ�SODFH��DQG�

SDVV�WKURXJK� HIIHFW� IURP� WKH� H[FKDQJH� UDWH� WR� GRPHVWLF� FRQVXPHU� SULFHV� LV� IHOW� PRUH�

VWURQJO\� LQ� WKH�JRRGV�JURXS��+RZHYHU��WKH�DQQXDO�UHQW� LQFUHDVHV�DW�DURXQG����SHUFHQW�DUH�

EHFRPLQJ�D�SKHQRPHQRQ�WKDW�LV�TXLWH�UHPDUNDEOH�DQG�GLIILFXOW�WR�H[SODLQ��HVSHFLDOO\�DW�D�WLPH�

ZKHQ�ZH�DUH�HQWHULQJ�LQWR�D�SHULRG�LQ�ZKLFK�WKH�\HDU�HQG�WDUJHW�ZLOO�EH���SHUFHQW���7R�JLYH�

DQ� H[DPSOH�� LI� WKLV� WUHQG� FRQWLQXHV� LQ� WKH� QH[W� SHULRG�� WKH� UDWH� RI� LQFUHDVH� LQ� UHQWV� FRXOG�

OLNHO\�DFFRXQW�IRU����SHUFHQW�RI�WKH������LQIODWLRQ�ILJXUH��

���� 7KH� KLJK� UDWH� RI� LQFUHDVH� REVHUYHG� LQ� SURGXFWLYLW\� LQ� UHFHQW� \HDUV� ZLOO� XQGRXEWHGO\�

SURYLGH�DQ�LPSHWXV�WR�GHPDQG�IRU�ODERU�IRUFH��FUHDWH�QHZ�MRE�RSSRUWXQLWLHV�ODWHU�RQ�DQG�OHDG�

WR�D�ULVH�LQ�UHDO�ZDJHV��+RZHYHU��LQ�FDVH�ZKHUH�D�ZDJH�SROLF\�IRFXVLQJ�RQ�WKH�LQIODWLRQ�WDUJHW�

LV� FDUULHG� RQ� LQ� SXEOLF�VHFWRU��SULYDWH�VHFWRU� LV�H[SHFWHG� WR� DGRSW�D� VLPLODU�EHKDYLRU� LQ� WKH�
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VKRUW� WHUP�DQG�WKH�XSVXUJH� LQ�XQLW� ODERU�FRVWV�ZLOO�EH� OLPLWHG�� �0HDQZKLOH��DFKLHYHPHQW�RI�

IXOO� PDFURHFRQRPLF� VWDELOLW\�� UHPRYDO� RI� EXUHDXFUDWLF� EDUULHUV� DJDLQVW� LQYHVWPHQW� DQG�

SURGXFWLRQ� DQG� HQKDQFHPHQW� RI� D� FRPSHWLWLRQ� HQYLURQPHQW� DUH� RI� FULWLFDO� LPSRUWDQFH� LQ�

RUGHU�IRU�WKH�KLNH�LQ�ODERU�SURGXFWLYLW\�WR�EH�SHUPDQHQW�LQ�WKH�PHGLXP�WHUP����

����'LUHFW�HIIHFWV�RI�WKH�HVFDODWLQJ�SULFHV�RI�UDZ�PDWHULDO�LPSRUWV�RQ�SULFH�LQGLFHV�KDYH�EHHQ�

UHFHQWO\�REVHUYHG�LQ�:3,�SDUWLFXODUO\��,Q�WKH�HYHQW�WKDW�WKHVH�GHYHORSPHQWV�HYLGHQWO\�IROORZ�

DQ�XQIDYRUDEOH�FRXUVH�RU�EHFRPH�PRUH�VHULRXV��LQFLGHQFH�RI�WKH�KLNHV�LQ�ZKROHVDOH�SULFHV�RQ�

LQIODWLRQ� ZLOO� EH� HIIHFWLYH� LQ� ������ $OWKRXJK� WKHUH� LV� QR� FXUUHQW� GDWD� WKDW� SRLQW� RXW� WR� DQ�

XSWXUQ� LQ� PHGLXP� WHUP�LQIODWLRQ� GULYHQ� E\� WKH� VDLG� GHYHORSPHQWV�� FORVH� IROORZ�XS� RI� WKH�

LQGLUHFW�HIIHFWV�RI�FRVW�SUHVVXUHV�RQ� LQIODWLRQ�H[SHFWDWLRQV�DQG�SULFLQJ�EHKDYLRU� LQ� WKH�QH[W�

SHULRG�LV�RI�FULWLFDO�LPSRUWDQFH����

����0RUHRYHU�� WKH�HIIHFWV�RI� IRRG�DQG�DJULFXOWXUDO�SULFHV�RQ�WKH� LQIODWLRQ�WDUJHW�DUH�DOZD\V�

XQSUHGLFWDEOH��,Q�'HFHPEHU��IRRG�SULFHV�DUH�H[SHFWHG�WR�VXSSRUW�WKH�LQIODWLRQ��+RZHYHU��WKH�

IDYRUDEOH�FRXUVH�RI�IRRG�SULFHV�LQ�RYHUDOO������GRHV�QRW�JLYH�FOHDU�VLJQDOV�RI�WKH�FRQWLQXDWLRQ�

RI�WKLV�WUHQG�LQ�������7KH�SRLQW�WKDW�VKRXOG�EH�XQGHUOLQHG�KHUH�LV�WKDW�WKH�PRQHWDU\�SROLF\�

ZLOO�DFW�DORQJ�ZLWK�WKH�PHGLXP�DQG�ORQJ�WHUP�LQIODWLRQ�WHQGHQFLHV�GHWHUPLQHG�E\�HFRQRPLF�

IXQGDPHQWDOV�UDWKHU�WKDQ�WHPSRUDU\�VKRFNV�LQ�WKH�VKRUW�WHUP���

����7R�FRQFOXGH��LW�LV�FOHDU�WKDW�LQIODWLRQ�ZLOO�UHDOL]H�LQ�DFFRUGDQFH�ZLWK�WKH�HQG�\HDU�LQIODWLRQ�

WDUJHW� IRU� ������ ,Q� WKH� OLJKW� RI� WKH� HYDOXDWLRQV� DERYH�� LW� LV� SUHGLFWHG� WKDW� LQIODWLRQ� ZLOO�

FRQWLQXH�WR�IDOO�GRZQ�GHVSLWH�VPDOO�SHULRGLF�IOXFWXDWLRQV����

����$QRWKHU� LPSRUWDQW�IDFWRU�FRQFHUQLQJ�WKH�LQIODWLRQ�ILJXUHV� LQ�WKH�XSFRPLQJ�SHULRG�LV�WKH�

DQQRXQFHPHQW�RI�LQIODWLRQ�ILJXUHV�E\�6,6�LQ�WHUPV�RI�XSGDWHG�EDVNHWV�DV�RI�)HEUXDU\�������

7KH� PHGLXP� DQG� ORQJ� WHUP�LQIODWLRQ� WUHQGV�� ZKLFK� ZLOO� EH� FDOFXODWHG� E\� XVLQJ� WKH� QHZ�

EDVNHW��DUH�H[SHFWHG�WR�EHDU�VLPLODULWLHV�WR�WKRVH�FDOFXODWHG�E\�XVLQJ�WKH�IRUPHU�EDVNHW�LW�LV�

SUREDEOH�WKDW�WZR�VHULHV�PD\�DOVR�GLIIHUHQWLDWH�IURP�HDFK�RWKHU��,W�VKRXOG�EH�XQGHUOLQHG�KHUH�

WKDW�QHZ�SULFH�VHULHV�ZLOO�EH�HIIHFWLYH�LQ�PRQHWDU\�SROLF\�GHFLVLRQV�DQG�WKH�&HQWUDO�%DQN�ZLOO�

FRQWLQXH�WR�IRFXV�RQ�&3,� The word “inflation” will refer to the increase in CPI, as always and 

GHYHORSPHQWV�LQ�SURGXFHU�SULFHV�ZLOO�EH�HYDOXDWHG�DFFRUGLQJ�WR�WKH�KLNHV�LQ�FRQVXPHU�SULFHV�

LQ� WKH� XSFRPLQJ� SHULRG�� LQ� RWKHU� ZRUGV�� LQ� WHUPV� RI� WKH� LQIRUPDWLRQ� DERXW� WKH� IXWXUH�

LQIODWLRQ����
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