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Inflation soared in the aftermath of the COVID pandemic:
supply and demand factors were both at play
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Energy and food prices have been the main 
drivers of euro area inflation
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Inflation divergence has never been higher 
in the euro area
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Sources of inflation divergence vary across countries 
while energy and food have been the main drivers 

Sources: Eurostat, Eesti Pank’s calculations
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High inflation increases inequality

AT

BE

BG

HR

CY CZ

DK

EE

FI

FR

DE

EL

HU
IE

IT

LV

LT

LU

MT

NL

PLPT

RO

SKSI

ES

SE

-2

0

2

4

6

8

-3 2 7 12 17 22 27

D
if
fe

re
n

c
e

 b
e

tw
e

e
n

 i
n

fl
a

ti
o

n
 r

a
te

s
 o

f 
b

o
tt

o
m

 a
n

d
 t
o

p
 q

u
a

n
ti
le

s

HICP Inflation rate

Source: Claeys, Guetta-Jeanrenaud, McCaffrey and Welslau, 24 February 2023, Bruegel, "Inflation 

inequality in the European Union and its drivers"

Inflation rates and inflation inequality 

in EU27 (January 2023)



7

-6

-3

0

3

6

9

12

15

18

2018 2019 2020 2021 2022* 2023** 2024**

Estonia’s budget balance and inflation

Government sector budget balance
(% of GDP)

HICP inflation (%, annual)

Inflation and its impact on public finances

* Ministry of Finance flash estimate

** Eesti Pank’s forecast (December 2022)

Sources: Statistics Estonia, Estonian Ministry of Finance, Eesti Pank



8

It has not been an easy task to forecast
inflation lately
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Central banks have decisively changed the 
course of monetary policy

Sources: European Central Bank, St. Louis Fed
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Large and persistent divergences in inflation may
impact the relative competitiveness of countries 
within the union

Source: European Central Bank.
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Thank you!


