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‘We have a problem’

Reduced gas supply raises risks for the winter, while COVID-19 is Elizabeth Martins
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also seeing a sharp resurgence in cases Db Bank bl

No let-up in latest inflation readings ...

1. UK inflation accelerated again in May ... 2. It's not just an energy story
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3. Inflation has become more broad based 4. Hence, market expectations are for
considerable further tightening from here
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... hor in the drivers of inflation

5. Falls in the euro and sterling should 6. Recent fall in gas supply has pushed upon
exacerbate existing pressures prices again ...
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7. ... complicating government efforts to raise 8. Latest gas price rises will only exacerbate
reserve levels ahead of the winter already high producer price inflation
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Labour markets still strong

9. Wage data in the Eurozone is less conclusive 10. In the UK, pay growth has already risen, and

than that seen elsewhere but may be pushing surveys suggest there may be more to come
higher
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11. As if Europe didn’t have enough challenges,
COVID-19 is picking back up again too
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12. But the impact on mobility is likely to be
relatively small
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