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Rising inflation rates are now 

a major topic in the media

Current situation 

51%

But what is really behind the 

current inflation rates and how 

concerning are they?

of respondents see higher 

inflation as top-3 risk, 

according to Oxford Economics 

More on the next pages

German economic recovery

Bundesbank deems 4% 
inflation possible

Consumer prices 

Inflation in Germany rises to highest 
level since September 2011

Consumer prices rose in May at their fastest rate in almost ten years, with 
inflation at 2.5%. Diesel and gasoline in particular became more expensive. 

Inflation rate forecasts 

The return of inflation: 
Reason to panic?

Rising inflation 

Many companies want to increase prices

How high will inflation rise this year? According to a 
survey by the ifo Institute, numerous German 
companies plan to raise prices in the coming weeks. 

Pricing power: Who's afraid of inflation?

The specter of inflation is back. But not all companies 
are equally affected by increasing currency devaluation. 
Columnist Peter Seppelfricke explains which corporations 
are most likely to be protected by their pricing power. 

More than two percent inflation

How much more expensive will it get for consumers?

Consumer Prices 
Euro Area Inflation Rate Rises to 2.0%: "Jump 
Likely to Increase Investors' Inflation Concerns".

The European statistics authority reports the 
highest increase in consumer prices in almost 
three years. The main reason is the rise in 
energy prices.

Note: Articles are translated from German

Rising prices 

Deutsche Bank Chief Economist 
warning about "Inflation Time 
Bomb"



The sharp increase within a short 

period of time stands out.
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Source: Destatis; Eurostat; ECB; Handelsblatt; own analysis

Germany (CPI) EU (HICP)

>5%-1,7%

(1 ) Based on the Harmonised Index of Consumer Prices (HICP)

1,6% Euro states

2,0% EU

2,5% 
is the German inflation rate based on 

the consumer price-index (CPI) in May 

2021, according to provisional calcu-

lations by the Federal Statistical Office –

the highest level in over 10 

years.

12 from 19 
Eurozone countries are above 

2%(1) yoy in May according to 

preliminary Eurostat figures. The 

eurozone as a whole is above the ECB's 

target of just under 2%, at 2%(1).



Price increases are being felt by 

consumers in some areas.

Source: Destatis; IW Cologne; own analysis
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Year-on-year price change by sector in April 2021

Restaurants & 
accommodation

Education

+7,1

+1,1

+1,9

-1,6

+3,1

+1,3

-0,8

+0,7

-0,3

+0,9

+3,0

+1,3

Inflation in the consumer price index

reflects pandemic-related restrictions 

and consumption trends. Hairdressers, 

for example, are forced to increase 

prices as a result of increased hygiene 

requirements/reduced number of 

customers per employee (+6.1%).

In the transport sector, fuels and 

lubricants (+23.0%) stand out, 

as is passenger transport via airlines 

and the demand-driven growth in the 

bicycle sector (+4.7% each).

However, looking at the core rate of 

inflation excluding volatile prices for food 

and energy, we see a more moderate 

picture for Germany in May of about 

1,6%
-1,6% +7,1%

Price change:

Volume corresponds to 
relative sector size

Price change in %



Price increases mostly linger in early 

stages of production at the moment.

Source: Ifo Business Survey 05/2021; own analysis
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Scarcity mechanisms

Unexpected 
recovery

Shift in 
demand 

Catch-up 
effects 

Manufacturing

Retail (excluding motor vehicles)

Services

Wholesale (excluding vehicles)

Construction

At present, producer prices are rising by a 

multiple of the inflation that consumers 

are currently experiencing.

Companies are struggling with increased 

energy prices as well as extreme price 

increases for intermediate products and 

raw materials as a result of COVID-19-

driven supply-side shortages.

Throughout the last 10 years,
producer prices have not risen at such a 

rapid pace. 

In many sectors, companies are currently 

planning price increases, which would 

shift the price dynamics towards 

the consumer.



Many vorporary special effects are 

driving inflation rates.

Source: Destatis; IW Cologne; Capital; Handelsblatt; Joint forecast spring 2021; own analysis

Cyclical infrastructure 
projects, especially in the 
USA and China, drive raw 

material demand 

 Decarbonization initiatives (including the CO2 tax) 
lead to increased producer prices

 The electromobility trend continues to drive the  
demand for certain raw materials and their prices

 Compliance with new supply chain legislation and 
increased ESG requirements makes the 
production process more expensive, as economies 
of scale are lost and suppliers might have to be 
exchanged as a result of a more socially 
responsible production

Government 
programs

Classic factors such as the money 

supply play only a limited role this time. 

Rather, current inflation rates reflect a 

number of special effects, most of which 

have their origins in the COVID 19 

pandemic. Added to this is the structural 

change in large parts of industry.

Statistical base effects such as the 

slump in the oil price already in the 

previous year or the temporary 

reduction in VAT in 2020 

are also currently distorting the picture. 

Reduction of the German 
VAT in the previous year 

was reflected in the 
second half of 2020

Purchasing power of € 400 
bn in the Euro area built 

up as a result of the 
pandemic

Temporary 
reduction of the VAT

Pent-up 
purchasing power

As a result of COVID-19, 
producers favor higher 

resilience across the value 
chain

Shortage due to fast 
recovery and catch-up 

effects as well as 
speculation

Relocation of 
production

Increased energy/ 
raw material pricesGreen boom and new

ESG requirements

Current “inflation” drivers



Sectors benefit/suffer differently from 

the expectation of rising inflation.
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+9%

-7%

Source: HQ Trust (Sven Lehmann): Capital; own analysis

Relative return of selected MSCI sectors versus the MSCI ACWI 
(break-even inflation 10 years) in the US 2002 to 2021

Relative returns with rising inflation expectations 

A long-term sector comparison by 

HQ Trust shows that cyclical sectors 

outperform "defensive" sectors when 

inflation expectations rise. The picture 

turns when inflation expectations fall.

Currently, however, sectors such as the 

automotive industry show a different 

picture. Distortions partly owe to the fact 

that price increases have not yet been 

passed on along the supply chains to 

the end customer.

-1%

-3%

-5%

+1%

+3%

+5%

+7%



The key determinant of resilience to 

inflation is individual pricing power.

Pharma
Market entry barriers 
due to high R&D 
costs and certifica-
tions reduce compe-
tition for pharma-
ceutical companies

Tech & software
Network effects and 
high switching costs 
for customers, esp. 
for individual soft-
ware lead to lower 
price sensitivity

Trademark owners
Established 
consumer and luxury 
brands benefit from 
high margins and 
lower price
sensitivity

Consumer staples 
Costs can only be 
passed on to limited 
extent due to price 
sensitivity and strong 
competition due to 
similar products/ 
option to choose 
between brands

Mechanical and 
plant engineering
If a company is not a 
technology leader 
within their segment, 
they observe a high 
degree of competition 
since many Asian 
competitors have a 
lower cost basis.

Construction
Companies are 
bound by price and 
time in current 
projects, increased 
raw material prices 
can not be passed on 
directly

Industries with high pricing power (exemplary)

Industries with low pricing power (exemplary)

The resilience of an industry and 

individual companies to rising inflation 

lies in so-called pricing power.

Pricing power describes the ability to 

pass on price increases to customers. 

It is therefore directly related to the 

intensity of competition and market 

positioning.

At the corporate level, establishing a 

strong brand plays a major role. 

Sufficient equity and a solid business 

model protect against price fluctuations.

Source: Handelsblatt; WirtschaftsWoche; Capital; own analysis



Global inflation rates 2020 and the current recovery

Change Ø consumer prices vs. PY (%)

Source: International Monetary Fund; Joint Economic Forecast Spring 2021; own analysis

The prospects
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According to the Joint Economic 

Forecast, global production will increase 

by 6.3% in 2021 after a decline in world 

production of -3.6% in 2020. 

In China, the economy is already 

ramping up since the beginning of 2021 

(showing growth of 18.3% in the first 

quarter of 2021 compared to the 

previous year). Fiscal stimulus and 

vaccination campaigns in the US point 

towards a current recovery. 

Due to the pandemic, positive economic 

drivers in the Euro zone are not 

expected to unfold until the middle of the 

year as a result of longer lockdowns.

The recovery of the global economy 

has begun but differs by region.

2 3 1



After further increase, values will 

adjust in the coming year.
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Development of the inflation rate during COVID-19 

compared to the financial market crisis 2008/09

Source: Destatis; ECB; Bundesbank; Joint Economic Forecast Spring 2021; own analysis
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Joint diagnosis by the institutes

A comparison of the inflation rates 

during the pandemic and the financial 

crisis in 2008 shows how different the 

development is and emphasises the 

current special situation.

3 to 4% inflation (based on the HICP) is 

deemed possible by the ECB and the 

German Bundesbank this year.

Both agree that these are temporary 

fluctuations as part of the 

recovery. 

Possible risks lie in the further course of 

the pandemic and protectionist trade 

policies, while upside potential lies in 

pent-up purchasing power.

Months since the beginning of the crisis
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