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Inflation In Focus: Normality in Sight
INFLATION TRENDS Aggregate inflation continues to improve in most markets, though some of the strongest fuel price inflation on 

record is playing a key role in pushing headline prices higher (Figure 3). Even so, relative to all other deflationary troughs observed 

over the last ten years, the most recent was the shallowest and prices have recovered to previous peak levels the fastest (Figure 1). 

Though demand and global output are far from fully recovered, price trends are starting to look more ‘normal’. 

US/Canada: PriceStats continues to point to a further firming of US prices, running at +0.5% mom in July, matching the prior month 

gain. This represents the 2nd consecutive month of gains, and absent another series of lockdowns will quell any deflationary 

concerns. The bounce in energy prices have contributed, but as our colleagues noted in another report, our sector series shows 

above average seasonal rises in furnishing and housing, recreational and electronics and clothing. Ba sket configuration also 

distorted the late spring decline, and a COVID basket of goods have been researched by Alberto Cavallo. While further firming is 

expected, challenges in measuring rents during the eviction moratorium and the base impact of falling prices will keep overall gains 

in check until at least early next year. Figure 2 shows how quickly prices in various DM economies have rebounded, and Canada is 

now posting some of the strongest gains. Many of the same components that drove US prices are applicable to Canada, although 

the BOC has a dourer outlook for next year relative to the Fed and private economists. The 70-bps spread between the 1.2% 2021 

BOC CPI estimate and 1.9% private forecast stands out as a potential inflation surprise to watch for the coming months.  

Euro idiosyncrasies: Month to date, Eurozone online inflation looks a bit stronger than forecasted expectations for tomorrow’s 

release of the flash estimate for July. However, we would caution against reading too much into this strength. July brings strong 

seasonal discounting in Europe, particularly from Spanish retailers, a trend reinforced by what we see at a country level (Figure 5). 

Moreover, food prices remain under pressure in the Eurozone, reversing the inflation seen when supply chains were more stretched 

earlier this Spring (Figure 7). Given the volatility of these influential factors, it is fair to say that the Eurozone is recovering nicely from 

the worst of demand driven deflation, but that we should not get too excited about stronger than normal inflation. 

UK on the recovery path; Japan, less so: Last month, we noted the weakness of UK inflation relative to DM peers. This month, 

despite a still-weak contribution from food prices, we see a strong rebound and monthly inflation now looks stronger than seasonal 

norms. We also highlighted the weakness of price formation in Japan, but here, July has proven more disappointing. In fact, despite 

Japan being one place where retailers are still running higher than normal out of stock (OOS) items (Figures 9 and 10), prices have 

flat-lined. As far as we can tell, last October’s rise in sales tax is the only contributing factor to rising prices over the last year.  

OUT OF STOCK  We have been monitoring trends in online goods availability for the last five months. We can now say with some 

degree of confidence that, outside of a small number of countries, the worrisome scarcity of goods at the outbreak of the pandemic 

in the Western world has normalised. As such, we aim to temporarily ‘retire’ our focus on OOS data in this monthly document and 

cease weekly publication of the data, until such time as these trends become more noteworthy to cover. The final look for now is on 

page three. 

SPOTLIGHT TRENDS 

Figure 1 Fastest recovery from deflation yet   Figure 2 Price gains leaders and laggards 

 

 

 
Source: State Street Global Markets, PriceStats  
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INFLATION TRENDS 

The following charts plot the latest (up to and including 25/26 July 2020) month-on-month change in various PriceStats aggregates 

against the average and range seen for the exact same period over the past 10-years where data are available.  

Figure 3 Aggregate Inflation, mom %  Figure 4 Aggregate Fuel Inflation, mom % 

 

 

 

Figure 5 Developed Market Country Inflation, mom %  Figure 6 Emerging Market Country Inflation, mom % 

 

 

 

Figure 7 Food Inflation, mom %  Figure 8 US Sector Inflation, mom % 

 

 

 
Source for Figures 3-8: State Street Global Markets, PriceStats; * Australia is qoq%   
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OUT OF STOCK TRENDS 

The following charts plot recent trends in PriceStat’s experimental out of stock (OOS) series. These series calculate the percentage 

of items that are listed as “out of stock” on the websites of our retailers, large supermarkets that sell both an online and offline, out 

of the total number of items scraped from those retailer each day (see appendix for more details).  

We present the latest OOS data (27 July 2020), as well as the level a week ago within country-level ranges seen during the crisis, 

to better detect movement and deviations from norms. 

Figure 9 Goods Availability – Supermarkets  

 

 

Figure 10 Goods Availability – Health  

 

 

Source: State Street Global Markets, PriceStats; UK retailers prioritise essential Health items and classify many non-essential items as Out of Stock, skewing range  
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APPENDIX: NOTES ON THE DATA 

The Out of Stock Series produced by PriceStats includes large retailers that sell either food or health items and that show a n out of 

stock indicator on their website. The number of retailers with such an indicator is limited. Therefore, the number of retailers used for 

this series is significantly lower than in the other series and may not be representative of a country’s out of stock context . 

PriceStats use, on average, four retailers per series for the Supermarket sector and two retailers per series in the health sector. We 

have calculated a new metric to show the representative power of our OOS series  - the percentage of total items sold by 

Supermarkets that PriceStats scrapes that are included in the OOS series. By country, these percentages are: 

Canada: 87%   China: 5%   France: 97%  Germany: 23% 

Italy: 17%   Japan: 7%   UK: 80%  USA: 81% 

The online presence of retailers may not be reflective of item availability in a particular s tore in areas affected by the novel 

Coronavirus (COVID-19). 

Metrics for the Out of Stock Series may include slight discrepancies from week to week. This is because PriceStats is continually 

improving their methodology for calculating these statistics and are working on including new retailers in the analysis. 

All prices are current up to Jul 25-26, 2020 and Out of Stock series are current to Jul 27, 2020. 
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Disclaimers and Important Risk Information  
The inf ormation provided herein is not intended to suggest or recommend any investment or investment strategy, does not constitute investment advice, does not constitute investment 

research and is not a solicitation to buy or sell securities, derivatives, foreign exchange or any financial product. It does not take into account any investor's particular investment 

objectives, strategies or tax status. Clients should be aware of the risks trading foreign exchange, equities, fixed income or derivative instruments or in investments in non-liquid or 

emerging markets. Derivatives generally involve leverage and are therefore more volatile than their underlying cash investments. Past performance is no guarantee of future results. 

This communication is not intended for and must not be provided to retail investors. The products and services described in this communication may not be available in all jurisdictions 

and this communication is not intended for distribution in any jurisdiction where such distribution would be prohibited. The products and services outlined herein are only offered to 

prof essional clients or eligible counterparties through State Street Bank and Trust Company, authorized and regulated by the Federal Reserve Board.  State Street Bank and Trust 

Company is registered with the Commodity Futures Trading Commission as a Swap Dealer and is a member of the National Futures Association. Please note that certain foreign 

exchange business (spot and certain forward transactions) are not regulated. This document is a marketing communication, and the information contained herein has not been 

prepared in accordance with legal requirements designed to promote the independence of investment research. It is for clients to determine whether they are permitted to receive 

research of any nature. 

The products and services outlined in this document are generally offered in the United States, Latin America, and Japan, by State Street Bank and Trust Company. EMEA:  (i) State 

Street Bank and Trust Company, London Branch, authorised and regulated by Federal Reserve Board, authorised by the Prudential Regulation Authority, subject to regulation by the 

Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details about the extent of regulation by the Prudential Regulation Authority are available 

upon request; and/or (ii) State Street Bank International GmbH, authorised by Deutsche Bundesbank and the German Federal Financial Supervisory Authority and, in respect of State 

Street Bank International GmbH, London Branch, subject to limited regulation by the Financial Conduct Authority and Prudential Regulation Authority. Details about the extent of 

regulation by the Financial Conduct Authority and Prudential Regulation Authority are available upon request.  Brazil: The products in this marketing material have not been and will 

not be registered with the Comissão de Valores Mobiliários - the Brazilian Securities and Exchange Commission ("CVM"), and any offer of such products is not directed to the general 

public within the Federative Republic of Brazil ("Brazil"). The information contained in this marketing material is not provided for the purpose of soliciting investments from investors 

residing in Brazil and no information in this marketing material should be construed as a public offering or unauthorized distribution of the products within Brazil, pursuant to applicable 

Brazilian law and regulations. The products and services outlined in this document are generally offered in Canada by State Street Bank and Trust Company. This communication is 

made available in Hong Kong by State Street Bank and Trust Company which accepts responsibility for its contents, and is intended f or distribution to professional investors only (as 

def ined in the Securities and Futures Ordinance). This communication is made available in Australia by State Street Bank and Trust Company ABN 70 062 819 630, AFSL 239679 

and is intended only for wholesale clients, as defined in the Corporations Act 2001. This communication is made available in Singapore by State Street Bank and Trust Company, 

Singapore Branch (“SSBTS”), which holds a wholesale bank license by the Monetary Authority of Singapore. In Singapore, this communication is only distributed to accredited, 

institutional investors as defined in the Singapore Financial Advisers Act (“FAA”). Note that SSBTS is exempt from Sections 27 and 36 of the FAA. When this communication is 

distributed to overseas investors as defined in the FAA, note that SSBTS is exempt from Sections 26, 27, 29 and 36 of the FAA. The products and services outlined in this document 

are made available in South Africa through State Street Bank and Trust Company, which is authorized in South Africa under the Financial Advisory and Intermediary Services Act, 

2002 as a Category I Financial Services Provider; FSP No. 42671. This communication is made available in Israel by State Street Bank and Trust Company, which is not licensed 

under Israel’s Regulation of Investment Advice, Investment Marketing and Portfolio Management Law, 1995. This communication m ay only be distributed to or used by investors in 

Israel which are “eligible clients” as listed in the First Schedule to Israel’s Regulation of Investment Advice, Investment Marketing and Portfolio Management Law 1995. This 

communication is made available in Qatar by State Street Bank and Trust Company and its affiliates. The information in this communication has not been reviewed or approved by 

the Qatar Central Bank, the Qatar Financial Markets Authority or the Qatar Financial Centre Regulatory Authority, or any other relevant Qatari regulatory body. This communication is 

made available in Malaysia by State Street Bank and Trust Company, which is authorized and regulated by the Federal Reserve Board. State Street Bank and Trust Company is not 

licensed within or doing business within Malaysia and the activities that are being discussed are carried out off-shore. The written materials do not constitute, and should not be 

construed as constituting: 1) an offer or invitation to subscribe for or purchase securities or futures in Malaysia or the making available of securities or futures for purchase or subscription 

in Malay sia; 2) the provision of investment advice concerning securities or futures; or 3) an undertaking by State Street Bank and Trust Company to manage the portfolio of securities 

or f utures contracts on behalf of other persons. This communication is made available in Turkey by State Street Bank and Trust Company and its affiliates. The information included 

herein is not investment advice. Investment advisory services are provided by portfolio management companies, brokers and banks without deposit collection licenses within the 

scope of the investment advisory agreements to be executed with clients. Any opinions and statements included herein are based on the personal opinions of the commentators and 

authors. These opinions may not be suitable to your financial status and your risk and return preferences. Therefore, an investment decision based solely on the information herein 

may  not be appropriate to your expectations. This communication is made available in United Arab Emirates by State Street Bank and Trust Company and its affiliates. This 

communication does not, and is not intended to, constitute an offer of securities anywhere in the United Arab Emirates and accordingly should not be construed as such. Nor does 

the addressing of this communication to you constitute, or is intended to constitute, the carrying on or engagement in banking, financial and/or investment consultation business in the 

United Arab Emirates under the rules and regulations made by the Central Bank of the United Arab Emirates, the Emirates Securities and Commodities Authority or the United Arab 

Emirates Ministry of Economy. Any public offer of securities in the United Arab Emirates, if made, will be made pursuant to one or more separate documents and only in accordance 

with the applicable laws and regulations. Nothing contained in this communication is intended to endorse or recommend a particular course of action or to constitute investment, legal, 

tax, accounting or other professional advice. Prospective investors should consult with an appropriate professional for specific advice rendered on the basis of their situation. Further, 

the information contained within this communication is not intended to lead to the conclusion of any contract of whatsoever nature within the territory of the United Arab Emirates. This 

communication has been forwarded to you solely for your information, and may not be reproduced or passed on, directly or indirectly, to any other person or published, in whole or in 

part, for any purpose. This communication is addressed only to persons who are professional, institutional or otherwise sophisticated investors. This communication is made available 

in South Korea by State Street Bank and Trust Company and its affiliates, which accept responsibility for its contents, and is intended for distribution to professional investors only. 

State Street Bank and Trust Company is not licensed to undertake securities business within South Korea, and any activities related to the content hereof will be carried out off-shore 

and only in relation to off-shore non-South Korea securities. This communication is made available in Indonesia by State Street Bank and Trust Company and its affi liates. Neither this 

communication nor any copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with 

applicable Indonesian capital market laws and regulations. This communication is not an offer of securities in Indonesia. Any securities referred to in this communication have not 

been registered with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, and may not be 

of fered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an offer within the meaning of the 

Indonesian capital market law and regulations. This communication is made available in Oman by State Street Bank and Trust Company and its affiliates. The information contained 

in this communication is for information purposes and does not constitute an offer for the sale of foreign securities in Oman or an invitation to an offer for the sale of foreign securities. 

State Street Bank and Trust Company is neither a bank nor financial services provider registered to undertake business in Oman and is neither regulated by the Central Bank of Oman 

nor the Capital Market Authority.  Nothing contained in this communication report is intended to constitute Omani investment, legal, tax, accounting, investment or other professional 

adv ice. This communication is made available in Taiwan by State Street Bank and Trust Company and its affiliates, which accept responsibility for its contents, and is intended for 

distribution to professional investors only. State Street Bank and Trust Company is not licensed to undertake securities business within Taiwan, and any activities related to the content 

hereof will be carried out off-shore and only in relation to off-shore non-Taiwan securities. Peoples Republic of China (“PRC”). This communication is being distributed by State Street 

Bank and Trust Company. State Street Bank and Trust Company is not licensed or carrying on business in the PRC in respect of any activities described herein and any such activities 

it does carry out are conducted outside of the PRC. These written materials do not constitute, and should not be construed as constituting: 1) an offer or invitation to subscribe for or 

purchase securities or futures in PRC or the making available of securities or futures for purchase or subscription in PRC; 2) the provision of investment advice concerning securities 

or f utures; or 3) an undertaking by State Street Bank and Trust Company to manage the portfolio of securities or futures contracts on behalf of other persons. 
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