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… while headline inflation resumed its downward trend

▰ The Consumer Price Index (CPI) resumed its downward trend and fell to 3.2% YoY in October —a 0.5
percentage point decrease from the previous two months’ level that had remained unchanged. This drop in the
annual rate and resumption of the downward trend was possible because headline inflation remained
unchanged monthly. This favorable print can be attributed to a lower-than-expected core print alongside base
effects, as housing-related prices started to exhibit a more meaningful moderation and energy prices
experienced a sharp fall.

▰ Previously displaying positive variations, energy prices recorded a monthly decrease of (-)2.5% and a
year-on-year decline of (-)4.5%. Gasoline prices within this category had a noteworthy negative year-on-year
variation of (-)21.4%, emerging as the primary contributor to the monthly decline.

▰ Concerning core inflation, housing-related prices, the component with the greatest weight, finally exhibit a more
pronounced deceleration. For October's inflation, this component played a key role as the growth in Owners'
Equivalent Rent of Residences prices slowed down with a monthly variation of only 0.4%, 0.2 pp less than the
increase of the previous month. This also led to a 0.2 percentage point drop in its year-on-year rate compared
to the previous month, reaching 6.8% YoY.

▰ Transportation services played a determining role in preventing a more substantial deceleration of core
inflation, with a monthly variation of 0.8% and a year-on-year variation of 9.3%. Notably, within this category,
the increase is primarily attributed to shifts in motor vehicle insurance prices, rising by 2.3% month-on-month
and 19.2% year-on-year.

▰ Overall, both headline and core inflation continue to exhibit better performance than in previous years.
However, housing prices and transportation services, accounting for 2.9 percentage points of the total 3.2%
inflation, will continue to play a crucial role in further reducing inflation.

▰ We anticipate that inflation will continue to cool down in the coming months. We expect headline inflation to
average 3.4% YoY in 4Q and core inflation to 4.0%.
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Core inflation continues to ease steadily, and
excluding housing costs, which remain…

… the largest contributor to inflation, it stayed
at 2.0% YoY for the second month in a row

Figure 1. CONSUMERS PRICE INDEX (CPI)
(YoY %, NSA)

Figure 2. CPI SELECTED ITEMS
(YoY %, SA)

Source: BBVA Research based on data by Haver Analytics. Source: BBVA Research based on data by Haver Analytics.

Energy prices declined by (-)2.5%
month-on-month, effectively offsetting …

… the rise in food prices, which registered a
3.3% year-on-year increase.

Figure 3. CPI ALL ITEMS LESS CORE
(MoM %, SA)

Figure 4. CPI ALL ITEMS LESS CORE
(YoY %, SA)

Source: BBVA Research based on data by Haver Analytics. Source: BBVA Research based on data by Haver Analytics.
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Used cars had a decrease of (-)0.8%,
contributing to a (-)0.2 pp reduction in inflation.
Conversely, transportation services …

… exhibited the highest growth (9.3% YoY),
driven by a jump in motor vehicle insurance
prices.

Figure 5. CORE CPI
(MoM %, SA)

Figure 6. CORE CPI
(YoY %, SA)

Source: BBVA Research based on data by Haver Analytics. Source: BBVA Research based on data by Haver Analytics.

Within non-core inflation, lower energy prices
offset the rise in food prices.

Housing costs remain the biggest contributor to
inflation, accounting for more than half in Oct.

Figure 7. CONTRIBUTION TO INFLATION BY
NON-CORE CPI ITEMS
(PERCENTAGE POINTS)

Figure 8. CONTRIBUTION TO INFLATION BY CORE CPI
ITEMS
(PERCENTAGE POINTS)

Source: BBVA Research based on data by Haver Analytics. Source: BBVA Research based on data by Haver Analytics.
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Accumulated inflation is now well below the
trend of the past two years, …

… while core inflation is now running c. 2 pp
last year’s trend

Figure 9. CPI
(CUMULATIVE MoM %, SA)

Figure 10. CORE CPI ITEMS
(CUMULATIVE MoM %, SA)

Source: BBVA Research based on data by Haver Analytics. Source: BBVA Research based on data by Haver Analytics.

Housing costs remain very high, but they are
starting to show a more noticeable slowdown

Yet, the 3-month annualized sticky core
measure shows short-term stickiness

Figure 11. CORE INFLATION BY SHELTER
CATEGORIES
(YoY %, SA)

Figure 12. ATLANTA FED STICKY CORE CPI
(YoY %, SAAR)

Source: BBVA Research based on data by Haver Analytics. Source: BBVA Research based on data by Haver Analytics.
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DISCLAIMER
The present document does not constitute an “Investment Recommendation”, as defined in Regulation (EU) No 596/2014 of the
European Parliament and of the Council of 16 April 2014 on market abuse (“MAR”). In particular, this document does not
constitute “Investment Research” nor “Marketing Material”, for the purposes of article 36 of the Regulation (EU) 2017/565 of 25
April 2016 supplementing Directive 2014/65/EU of the European Parliament and of the Council as regards organisational
requirements and operating conditions for investment firms and defined terms for the purposes of that Directive (MIFID II).

Readers should be aware that under no circumstances should they base their investment decisions on the information
contained in this document. Those persons or entities offering investment products to these potential investors are legally
required to provide the information needed for them to take an appropriate investment decision.

This document has been prepared by BBVA Research Department. It is provided for information purposes only and expresses
data or opinions regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we consider
to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or implicit,
regarding its accuracy, integrity or correctness.

This document and its contents are subject to changes without prior notice depending on variables such as the economic
context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in
financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or
decision of any kind.

The content of this document is protected by intellectual property laws. Reproduction, transformation, distribution, public
communication, making available, extraction, reuse, forwarding or use of any nature by any means or process is prohibited,
except in cases where it is legally permitted or expressly authorised by BBVA on its website www.bbvaresearch.com.
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