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Consensus CPI forecasts
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Headline CPI was up 9.1%  
year-over-year in June 2022 –  
the biggest jump since 1981.

Core CPI was up 5.9% in the  
same period.

Economic activity has been picking up,  
and the output gap is getting smaller.  

 
many experts believed it was only transitory. But  

 

US Federal Reserve Chairman Jerome Powell 
is concerned that “an extended period of high  
inflation could push longer-term expectations 
uncomfortably higher”.

in the short and long term (see below and next page).  

US Euro zone UK China

2020 1.2% 0.3% 0.9% 2.5%

2021 4.7% 2.5% 2.5% 1.0%

2022 7.8% 7.3% 8.5% 2.2%

The Covid-19 pandemic disrupted the  
 

the invasion of Ukraine caused further 
issues with global supply chains. When  
it becomes harder to source goods  
and raw materials, prices tend to rise.

WTI rose above USD 120 per barrel in March and June 
2022, the highest price since 2008. While the oil price 
has come down since then, it’s still sharply higher than  
a year ago. 

short
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1. Source: Bloomberg and Consensus Economics. Data as at 20 June 2022. Consensus data reflect estimates for average inflation in 
a full calendar year. They are not directly comparable to current inflation readings.

single) month. 
3. Source: Marketwatch as at June 2022; Macrotrends as at June 2022.
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A healthy economy grows at a sustainable 
 

of economic growth.

A moderate amount can also be good 
for the stockmarket, largely because 
reasonably higher prices can lead to 
higher earnings for companies.

We found that for the S&P 500 Index, the 
highest equity valuations were observed for 

to see lower earnings and lower levels of 
consumption overall.

However, these high valuations (and higher 
 

“loose” monetary policy from central banks. 
Central banks are now determined to take 

pressure on valuations as well. 

25% in just 10 years.

 
to portfolios. 

The wage share has been 
growing for some time, giving 
workers more money to spend  
on goods and services.

banking system with liquidity, and 
the money supply is outpacing the 
growth in economic output. Plus, 
central banks have implied that 
they are willingly staying “behind  
the curve” (see “Key terms to  

).

 
hypothetical investment

Source: Allianz Global Investors. Hypothetical example for illustrative  
purposes only. 

International trade (typically a price 
equaliser) is losing steam. Countries 

with essential goods, which could 
push prices up as countries compete 
for raw materials.
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In the medium term, going green 
may mean less access to “cheap” 
energy, an increase in environment-
related regulations and other 

the long run, this investment will 
hopefully lead to higher economic 



will shrink your future purchasing 
power, one of the best ways to 

and invest earlier. This gives 
your portfolio the opportunity to 
take advantage of the power of 
compounding.

 
When comparing two points in time, if the inflation rate is  
unusually low at one end (the “base”), even a small rise can  

Behind the curve: term used to describe when central banks 
deliberately do not raise interest rates fast enough to head  

 
where an investor would achieve the same return from either  

 

CPI (consumer price index): usually refers to headline CPI, also known 

among other regions. Refers to the full hypothetical “basket” of goods 
 

is volatile, it is considered not very predictive over the short term.
 calculated by 

Instead of just focusing on an 
investment’s nominal yield, look 
at its real yield. For example, if the 
nominal yield on a bond is 3%, but the 

With many nominal yields at or near 
historically low levels, some real yields 
can even be in negative territory. Over 

some investors to lose money. 

 

 
in part because reasonably higher prices can lead to higher earnings for 
companies, and investors tend to pay more for earnings growth.

done very well.
Institutional investors may want to consider private-market assets to hedge  

CPI-U (consumer price index for all urban consumers): measures 
the average change over time in the prices paid by US urban 
consumers for a market “basket” of consumer goods and services.

negative territory.
 represents market participants' expectation 

 – ie, the change of the 
underlying price index.
HICP (harmonised index of consumer prices): CPI as calculated in  
the European Union (EU). Types of HICP include MUICP (the monetary 
union index of consumer prices, covering the euro area); EICP 
(European index of consumer prices, for the whole EU); national HICPs 
(for each of the EU member states); EEACIP (European Economic Area 
index of consumer prices): an additional HICP index for the European 
Economic Area (EEA) that covers the EU, Iceland and Norway.

than 50% per month. 
 the expectations of consumers and 

 the compensation for unexpected 

unexpected moves.

Loose/easy monetary policy: economic shorthand for how  
central banks expand the supply of money (via low rates, asset 
purchases and more) to stimulate economic growth. Also known  
as expansionary or accommodative monetary policy. 
Money supply: measures an economy’s supply of cash, liquid bank 
accounts, long-term deposits, etc. When the money supply outpaces 

money chasing the same amount of goods and services.
Nominal:  
nominal growth rate, etc).
Output gap:
between actual growth and potential growth. In recent years, 
the global economy was operating below its full potential, so the 
output gap increased. This is typical during economic slowdowns  
or recessions. Now, the output gap is shrinking.
PCE: the price of goods and services consumed by all households, and 

high unemployment. 
Wage share: the portion of economic output that gets paid to 
workers in the form of compensation. 
West Texas Intermediate crude oil (WTI): one of the standard ways 
to track oil prices.



believed to be reliable, but the accuracy or completeness of the data is not guaranteed and no liability is assumed for any direct or consequential losses arising from their use. The duplication, publication, extraction  
or transmission of the contents, irrespective of the form, is not permitted.
This material has not been reviewed by any regulatory authorities. In mainland China, it is used only as supporting material to the offshore investment products offered by commercial banks under the Qualified 
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