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Convergence criteria on price stability:

“… a Member State has a price performance that is
sustainable and an average rate of inflation, … that does 
not exceed  by more than 1.5 percentage points that of, at 
most, the three best performing Member States in terms of 
price stability.”

“… measured with a CPI on a comparable basis, taking into 
account differences in national definitions.”
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Convergence criteria – price stability
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Analysis of HICP data

• The HICP is a crucial input into monetary policy decisions and yardstick 
against which its success in achieving this objective can be measured.

• Thorough analysis is made of every release to identify the key drivers 
behind changes in the overall index 

• use of breakdowns both by product and by country

• analysis combined with driving forces of inflation: commodity,  import, 
producer prices, opinion survey data, wages, profits information on 
government measures such as indirect taxes and administered prices

• Forecasting of HICP and main components (with further disaggregation
of food and energy) over a short-term horizon, HICP and HICP 
excluding energy over medium-term horizon
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HICPs mainly used in the ECB

• Breakdowns of euro area and country indices:

– by type of product: unprocessed food, processed food, 
industrial goods, services, energy (with further 
disaggregations down to 4 digit COICOP)

• Measures of underlying inflation

– Statistical exclusion measure e.g. trimmed mean

– Permanent exclusion measures e.g. HICP excl. food and 
energy

• Measures of government impact on inflation

– Administered (Regulated) prices; indirect taxes (constant tax 
HICP)

• Seasonally adjusted HICPs (compiled by ECB)

– Seasonality found for many products (e.g. due to seasonal 
sales)
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ECB Monthly Bulletin, April 2010
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The ECB’s key requirements

The key requirements of the ECB for the HICP are:

• Monthly frequency

• Good timeliness

• Flash estimate at t-1day

• Full release at t+15 days

• Broad coverage of household expenditure 

• High degree of accuracy and precision

• Given the crucial role in monetary policy stance, requirements for the 
HICP are higher than for any other economic statistic

• High degree of harmonisation across countries

• Important both for understanding the euro area index, but also for 
convergence assessments for non-euro area countries
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HICP – a success story but more work ahead …

Whilst always room for improvement, the HICP largely fulfils these 
requirements. 

The development of the HICP has featured close involvement of the ECB 
and other key users resulted in a high quality index which is fit for 
purpose.  

• Participation in the HICP Working Group

• Formal Opinion of the ECB whenever new legal acts are proposed

Key priorities for future work:

• More information on housing market developments

• Improvement in methods for quality adjustment and sampling

• Breakdown of the flash estimate into 4 or 5 main components
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Thank you for your attention!
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