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Abstract

Motivation: Based on theory, the introduction of a single currency should cause a de-
crease in transaction costs, which in effect should lead to a drop in consumer prices.
However, there is a common perception that the introduction of the single currency is
conductive to excessive price increases with this providing a sufficient justification against
the introduction of the euro. People subjectively estimate information on a certain eco-
nomic phenomenon, and that estimation may not necessarily correspond to facts. The
discrepancy between perceived inflation and its actual level in the new euro area member
states may result from different inflation levels among varying consumption categories.
Aim: The aim of the presented research is to assess the impact of the introduction
of the single currency (euro) on the inflation rate in a breakdown by COICOP category
in S countries of Central and Eastern Europe, which in the years 2007-2015 adopted
the common EU currency.

Results: The research was carried out using the comparative method. The inflation in-
dicators were used in 12 categories of classification of individual consumption by pur-
pose (COICOP). The research was conducted using a medium-term perspective: from
the five years before the adoption of the euro to five years after its implementation. After
the adoption of the euro, prices grew faster than the general indicator of inflation in two
COICOP categories. The first of them was restaurants and hotels; while the second was
alcoholic beverages, tobacco and narcotics. In the case of other inflation categories, no
regularity was observed. In all investigated Central and Eastern European countries,
the medium-term HICP inflation was lower after euro adoption than before.
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1. Introduction

The first round of the euro cash changeover took place on 1 January 2002
and involved the following 12 countries: Austria, Belgium, Finland, France,
Germany, Greece, Ireland, Italy, Luxembourg, the Netherlands, Portugal
and Spain. Cyprus and Malta joined on 1 January 2008. The cash changeover
triggered a heated discussion about its effect on inflation in literally all countries
of the euro area. There is a general belief in the public that the changeover has
increased prices dramatically.

Among the 10 EU Member States that geographically belong to Central
and Eastern Europe — half have joined the Euro. Slovenia joined the Eurozone
on 1 January 2007, Slovakia on 1 January 2009, Estonia on 1 January 2011, Lat-
via on 1 January 2014 and Lithuania on I January 2015. Public opinion and some
researchers have feared (Hatka & Leszczynska-Paczesna, 2019, pp. 226-241;
Hiifner & Koske, 2008, p. 5) that adopting the euro as a new currency would
also give rise to more medium-term effects on prices, notably for countries with
a lower income level than the euro area average; like Central and Eastern Eu-
ropean EU-members. The countries of Central and Eastern Europe are similar
to Poland in terms of the level of economic development and the time since in-
troducing a market economy. The above mentioned countries became members
of the European Union at the same time. Therefore, there is some possibility
that the changes that have occurred in these countries after the introduction
of the single currency may also be revealed in other Central and Eastern Euro-
pean countries, who have not adopted the single euro currency yet.

The reduction of transaction costs is one of the advantages of a common cur-
rency (Mongelli, 2008, pp. 1-57; Nguyen & Rondeau, 2019, pp. 729-743).
The elimination of currency exchange uncertainty is considered to be another
direct advantage of a common currency (Svrtinov et al., 2014, pp. 57-64). The
reduction of transaction costs and uncertainty decreases price voladlity (Star-
tiene et al., 2019, pp. 201-215), so inflation should not increase. As a result
of the conversion of the national currency into the euro, there was no increase
in the money supply in circulation and the purchasing power of the society
did not grow. The change of the national currency into the euro was nominal,
and thus it did not trigger any significant economic stimulants of short-term
price growth in this way. Therefore, there are no rational premises that could,
based on economic considerations, explain the possible process of immediate
price growth as a consequence of the adoption of the euro’s common currency
(Folkertsmaetal., 2002, p. 9; Heller et al., 2019). The impact of the changeover
on the aggregate price level was negligible, but at a lower level of aggregation
an effect on prices was noticeable. Prices in some sectors increased signifi-
cantly in some countries; however, there were also countries where the im-
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pact appeared to be absent. People perceived the euro changeover as having had
a profound impact on prices. This phenomenon is sometimes considered to be
something policy makers cannot do much about. Eife (2006, pp. 1-30) argue
that, this is actually caused by the inexperience of the authorities to cope with
such a phenomenon. As with the actual impact, the perceived impact can be
avoided with good economic policy. Countries joining in later may use the expe-
rience of other countries and, thanks to the appropriate policy, avoid the unfa-
vourable phenomena associated with the adoption of the euro.

The discrepancy between perceived inflation and its actual level in the new
euro area member states may also result from the experience of countries
in which — as a result of the price rounding effects — there was an increase
in the prices of some consumer goods. The aim of the presented research is to as-
sess the impact of the introduction of the single currency (euro) on the inflation
rate in a breakdown by COICOP category (Eurostat (2019) data was chosen)
in 5 countries of Central and Eastern Europe, which in the years 2007-2015
adopted the common EU currency. In other words, the purpose is to indicate
which categories of consumer goods and services are characterized as having
the highest price increase after the euro changeover.

The main method used in this study was comparative analysis. The infla-
tion level of each class ECOICOP was compared to the total inflation index
in the five countries studied (Slovenia, Slovakia, Estonia, Latvia and Lithua-
nia) over the medium term, i.e. 5 years before and S years after the adoption
of the euro.

The structure of this paper is as follows. The second section reviews the em-
pirical literature on discrepancy between perceived inflation and its actual level
with a special focus on the Central and Eastern European countries. The third
section describes the methodology of the research. The fourth section contains
a presentation of the results. The last section contains a discussion and a com-
parison of the findings of other authors, and then a conclusion is presented
along with a direction for further research.

2. Literature review

A number of factors explaining changeover-related inflation have been put for-
ward by the existing literature. First, the introduction of a new currency is costly
and firms need to raise prices to compensate for this (Gaiotti & Lippi, 2008,
pp. 71-107; Hobijn et al., 2006, pp. 1103-1131). Costs include menu costs that
arise from the replacement of price labels, and information technology costs. As
the direct costs apply for a limited period of time, it follows that they should lead
to only temporary increases in prices (Merikull & Room, 2015, pp. 822-839).

The literature related to this topic mostly focuses on the various reasons
why inflation accelerates, since it is mostly believed that firms will try to take
advantage of the currency changeover to raise prices. However, with the euro
adoption it is also possible that elevated public concern about changeover-re-
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lated inflation may have lead to the opposite effect and induced firms to skip
price increases (Eife, 2006, pp. 1-30). Folkertsma et al. (2002, pp. 7-11) point
out that upward pressure on prices can also be caused by rounding to ‘attrac-
tive prices’. This effect should be symmetric since firms should be equally likely
to round prices up or down. However, rational firms that are minimizing costs
in the longer term round prices up rather than down, within reasonable limits
(Aucremanne & Cornille, 2001, pp. 1-35; Folkertsma et al., 2002, pp. 1-21I).

Although the conversion had mild effects on overall inflation in the coun-
tries that introduced the euro, the majority of their citizens felt that the adop-
tion of the euro triggered a significant increase in prices. This is evident from
the considerable increase in the gap between the perceived inflation level by
consumers and the actual inflation measured by the official consumer price in-
dex in the period after conversion (Pufnik, 2017, p. 1).

Pufnik (2017, pp. 1-11) states that the most important factors that might in-
fluence increases in perceived inflation following the conversion of the domestic
currency to the euro are: changes in the prices of frequently bought prod-
ucts, asymmetric influence of price increases or decreases, reduced transpar-
ency of prices, expectations regarding price movements after the conversion,
the quantity of news about inflation in the media and a comparison of current
prices with outdated prices in the national currency.

Adopting the euro as a new currency may also give rise to more medi-
um-term effects on prices economies that are catching-up. As the price level
in countries with a lower income level typically converges to the higher price
levels of more advanced economies, their real exchange rates tend to appreciate.
In the past, the real appreciation was to a large extent reflected in an appre-
ciation of the nominal exchange rate. However, with the euro adoption, this
channel was no longer available and the catch-up process showed up as higher
inflation rates (Degler & Staehr, 2019; Hiifner & Koske, 2008, p. S; Pietrucha,
2015, pp. 39-40).

On the other hand, inflation in new EU-members degreased in the medi-
um-term. Many studies (Borgersen & King, 2011, pp. 26-53; Gil-Alana et al.,
2017, pp. 45-56; Hegerty, 2018, pp. 1-21; Koukouritakis, 2017, pp. 239-238;
Merikull & Room, 2015, pp. 822-839) have found some evidence of a con-
vergence in inflation and other macro-economic variables between new Euro
members and the rest of the euro area.

Dziuda & Mastrobuoni (2009, pp. 101-129) have proposed a model in which
consumers are rational but have difficulty dealing with prices after a cash
changeover. A new currency decreases the transparency of prices, thus hinder-
ing price comparisons. This weakens competition between retailers: differences
in price levels are not perfectly observable, which generates incentives to in-
crease prices. As a result, the equilibrium price is higher after the changeover,
even in competitive markets. As the costs borne by consumers due to incorrect
price recalculations are small for low-priced products, it is assumed that the in-
centive to raise prices is inversely proportional to the price level. Therefore,
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the model the authors developed shows that after the euro changeover a higher
price growth was experienced by relatively cheaper goods, which had a stronger
effect on inflation perceptions.

3. Methods

The main method used in this study was comparative analysis. The examined
countries adopted the euro in different years (Slovenia — 2007, Slovakia —
2009, Estonia— 2011, Latvia— 2014 and Lithuania— 2015). Research during
identical calendar years has not been possible. Each of the five countries sur-
veyed adopted a common currency in a different period. The research covered
the five years before the adoption of the euro and the five years after its imple-
mentation. In this way, a comparable phase of adoption of the euro by particular
countries was achieved, while at the same time differing price factors could have
affected the price growth, which could shape inflation differently depending
on the year under study.

A hypothesis: The adoption of the euro had no impact on total consumer
price indices, but it is possible to identify the inflation components in which
prices did rise in all countries of Central and Eastern Europe that joined the euro
area. The discrepancy between perceived inflation and its actual level in the new
euro area member states may result from higher inflations levels in some con-
sumption categories.

The data source used was the European Statistical Office Eurostat (2019).
The Harmonised Index of Consumer Prices (HICP) gives comparable meas-
ures of inflation for the countries and country groups for which it is produced.
It is an economic indicator that measures the change over time of the prices
of consumer goods and services acquired by households. In other words, it is
a set of consumer price indices (CPI) calculated according to a harmonised ap-
proach and a set of definitions as laid down in regulations and recommenda-
tions. In addition, the HICP provides the official measure of consumer price
inflation in the euro area for the purposes of monetary policy and the assess-
ment of inflation convergence as required under the Maastricht criteria for ac-
cession to the euro. The HICP components are currently classified according
to the ECOICOP (European Classification of individual consumption by pur-
pose). The Classification of individual consumption by purpose, abbreviated as
COICOP, is a classification developed by the United Nations Statistics Division
to classify and analyse individual consumption expenditures incurred by house-
holds, non-profit institutions serving households and the general government
according to their purpose. The main ECOICOP headings are:

— all-items (total or all-items index);

— food and non-alcoholic beverages;

— alcoholic beverages and tobacco;

— clothing and footwear;

— housing, water, electricity, gas and other fuels;
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— furnishings, household equipment and routine maintenance of the house;
— health;

— transport;

— communication;

— recreation and culture;

— education;

— restaurants and hotels;

— miscellaneous goods and services.

All these categories have been examined. The unit used was an annual aver-
age rate of change.

The European Central Bank has defined price stability as a year-on-year in-
crease in the Harmonised Index of Consumer Prices (HICP) for the euro area
of below 2%. If, therefore, after the introduction of the common currency in-
flation is close to the inflation target, it means that the common monetary pol-
icy has had positive effects, and the excessive rise in prices is only an illusion.
If the price level of a category has increased more than the general index, it
could have affected the public perception that the changeover has led to general
price increases. The method of investigation is not particularly complicated, but
the tested group of countries is very small. The emphasis is on the comparative
aspect.

4. Results

Slovenia was the first post-transition country to adopt the euro. In the first
and second year after the changeover, the inflation rate was higher than the in-
flation target of the European Central Bank (table 1). In the third year (2009)
the inflation rate dropped to 0.8%, in subsequent years it has stabilized at a level
slightly above the inflation target. Sectors with significant prices increases were:
food and non-alcoholic beverages (3.7 percentage points above the general price
increase rate in 2007 and 4.1 p.p. in 2008), restaurants and hotels (3.5 p.p.
above the all-items HICP index in 2007, 3.7 p.p. in 2008 and 3.9 p.p. above
the all-items HICP index in 2009), alcoholic beverages, tobacco and narcotics
(3 p.p. above the all-items HICP index). In the first two categories, there was
a continuous increase over the five years before the euro changeover. However,
the food and non-alcoholic beverages category was characterized by inflation
below the overall rate throughout the entire period considered before the adop-
tion of the euro. Before the adoption of the Euro, the average HICP inflation
rate over S years was 4.3%, and the average inflation rate for the S years after
the adoption of the euro was 2.9%.

Slovakia adopted the euro in 2009, which means that the first period with
the common currency coincided with the financial crisis. Although the over-
all inflation rate exceeded the ECB’s inflation target (except for 2007), it was
exceptionally low for the first two years after the adoption of the euro (see ta-
ble 2). After the euro cash changeover prices of food, clothing, foot wear, fur-
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nishings, household equipment, routine house-hold maintenance and transport
decreased. However, there was an increase in the inflation rate of alcoholic bev-
erages, tobacco and narcotics from 4.4% to 8.7%. The inflation rates in the cat-
egories of education and health were significantly higher than the overall index
for almost all of the investigated period. In the first two years after euro adop-
tion, higher inflation rates characterized the restaurants and hotel category, as
well as miscellaneous goods and services. In the medium term, they reached
a level close to the general inflation rate. The overall average HICP inflation rate
over S years before the adoption of the euro was 4.1%, and the average rate over
S years after the adoption of the euro was 2.2%.

'The Estonian government took a number of initiatives to ensure price trans-
parency after the changeover and to minimize the inflationary effects. There
were no changes in the value-added tax (VAT) rates and alcohol excise taxes,
but the excise tax on tobacco was increased in January 2011 (Merikull & Room,
2015, p. 825). In the first year general inflation rate increased from 2.7%
to 5.1%. Although only two years before the changeover it was low, previously
Estonia was struggling with inflation significantly exceeding the inflation target
of the ECB (see table 3). In the short term, inflation rates higher than the overall
average were noticed in the following categories: food and non-alcoholic bev-
erages; alcoholic beverages, tobacco and narcotics; housing, water, electricity,
gas and other fuels; transport; restaurants and hotels. In Estonia there was a fast
steady increase in the prices of housing, water, electricity, gas and other fuels
in the medium term before euro adoption (see table 3). In the medium term
inflation rates higher than the general indicator were in the following catego-
ries: restaurants and hotels; alcoholic beverages, tobacco and narcotics; clothing
and foot wear. However, the medium-term average all-item HICP inflation rate
dropped from 4.9% (average over 5 years before euro changeover) to 2.6% (av-
erage over S years after euro adoption).

In Latvia, for 3 years after joining the euro area, the HICP inflation rate was
very low; lower than 1% (see table 4). In the first year after the changeover,
the highest inflation rate was noticed in the categories of restaurants and hotels
(3.9%); alcoholic beverages, tobacco and narcotics (2.3%); as well as miscella-
neous goods and services (1.8%). These categories were characterized by higher
inflation than the general index in the medium term as well. In the case of Lat-
via, a short-term drop prices was observed for the categories: food and non-al-
coholic beverages, transport, and communications. In the medium term, there
were decreased prices for clothing and foot wear; furnishings, household equip-
ment and routine household maintenance. The average HICP inflation rate over
5 years before the adoption of the euro HICP inflation rate was 1.7%, and the av-
erage HICP inflation rate over the S years after the adoption of the euro fell
to 1.3%.

Lithuania joined the euro area in 2015. Therefore, in contrast to the other
countries surveyed, only four years of using the single currency were examined.
In the first year of using the common currency in Lithuania, deflation was re-
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corded. The all-items HICP prices index was decreased by 0.7%. A relatively
high level of inflation concerned the following categories: restaurants and ho-
tels; alcoholic beverages, tobacco and narcotics; miscellaneous goods and ser-
vices; as well as education in the short and medium term (see table S). It should
be added that in these categories the medium-term inflation ratios were higher
than the general inflation rate in the medium term before the euro changeo-
ver, too. The categories of clothing and footwear; furnishings, household equip-
ment and routine household maintenance; health; recreation and culture were
characterized by a higher rate of inflation than the general indicator in the first
and second year, but were lower in the third and fourth year after the adoption
of the euro. The average HICP inflation rate over the S years before the euro
changeover was 2.0%, and the average HICP inflation rate over the 4 years after
euro adoption fell to 1.6%.

'The results suggest that changeover-related price increases did indeed occur
in similar sectors. In all of the investigated countries, the price growth concen-
trated in the following categories: restaurants and hotels; alcoholic beverages,
tobacco and narcotics.

5. Conclusion

The results achieved for the countries of Central and Eastern Europe are similar
to those observed in the countries that were the first to adopt the euro. Several
contributions (Ehrmann, 2011, pp. 33-58; Ercolani & Dutta, 2007; Folkertsma
et al., 2002; Santos et al., 2002, pp. 101-114) point out that there have been
noticeable price increases in some sectors, particularly the service sector, where
restaurants, cinemas, dry cleaning and hairdressers have been found to exhibit
unusual price increases. Gaiotti & Lippi (2008, pp. 71-107) found in a panel
of 2,500 Italian restaurants that the rise in the price of a restaurant meal com-
pared to 2002 is mainly due to a larger fraction of restaurants revising their
prices than to a larger size of the individual price increases. In contrast, Parsley
& Wei (2008, pp. 260-276), compared the prices of a Big Mac Meal, but could
not detect any evidence for euro effects.

Pufnik (2017, pp. 7-8) estimated the effects of future euro conversion
on the growth of prices of individual components of the harmonized index
of consumer prices in Croada. The largest contribution to the overall conversion
induced increases in prices that could come from accommodation and catering
services (as regards HICP), as well as recreational and cultural services (with
regards to CPI). The phenomenon of prices increasing for faster services can
have origins in Balassa—Samuelson effect. Unit labour costs are increase at a rel-
atively faster pace in those euro area economies that started with a significantly
lower level of GDP per capita. This effect occurs during the process of catch-
ing-up to higher living standards, and might thus be justified to the extent that it
reflects convergence towards a new equilibrium (Lenarcic, 2019, pp. 275-305;
Mongelli, 2008, pp. 31-32). The Balassa—Samuelson effect is observed not only
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in new Euro members, but also in non-euro economies (Junicke, 2019, pp.
1649-1663; Konopczak & Welfe, 2017, pp. 1019-1034).

The explanation for the faster growth in prices of some goods and services
may be the law of one price, which implies that in a fully competitive market,
the prices of the same goods expressed in the same currency should be equal.
The convergence is faster in the case of countries with price level below the av-
erage, which can be interpreted as catching-up. The existent price level gap
between countries poses a risk of higher inflation in some new member states
(Hatka & Leszczynska-Paczesna, 2019, pp. 226-241).

There is a general belief in the public that the changeover has increased
prices dramatically, whereas the statistical evidence does not support this no-
tion. The all-items inflation growth after the euro changeover is a myth. The
prices increased above the inflation target in two countries (Slovenia and Es-
tonia), while in three countries HICP inflation was below the target (Slovakia,
Latvia, and Lithuania). However, prices in some did sectors increase signifi-
cantly in Central and Eastern European countries. This research has identified
two class of infladon components, which have risen rapidly after euro adoption
in all examined Central and Eastern European countries. These were restaurants
and hotels; alcoholic beverages, as well as tobacco and narcotics. In the case
of other inflation categories, no regularity was observed. This paper finds that
the reason for a mismatch between the public perception and actual inflation
could be a relative faster price rise in these sectors. Public opinion is based
on the prices of only a few goods. In all of the investigated Central and East-
ern European countries, the medium-term HICP inflation was lower after euro
adoption than before. The hypothesis has been confirmed.

This research was based on only twelve main HICP components. In-depth
studies should be based on more detailed data. Data for a more detailed level
of the ECOICOP are available for most EU Member States. The fear of excessive
price increases is a widely accepted argument against the adoption of the single
currency. This is also true for Poland and other Central and Eastern Europe
countries. If the basis for this fear is only on the discrepancy between perceived
inflation and actual inflation, then the causes of this phenomenon should be fur-
ther investigated and actions should be taken to minimize or completely elimi-
nate it.
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Appendix
Table 1.
Slovenia inflation: annual average rate of change (in %)
o Year before euro adoption Year after euro adoption
Specification
Sth 4th  3rd  2nd Ist Ist 2nd  3rd  4th  Sth
all-items HICP 7.5 5.6 3.7 2.4 2.5 3.8 5.5 0.8 2.1 2.1

food and non-alcoholic beverages 7.5 4.3 0.2 -1.2 2.3 7.5 9.6 0.4 0.7 4.3

alcoholic beverages, tobacco
and narcotics

clothing and foot wear 3.1 6.3 1.6 -1.0 -0.5 1.6 3.9 -10 =27 =20

housing, water, electricity, gas
and other fuels

13.5  11.8 5.2 4.1 4.0 6.8 3.1 6.5 7.8 5.9

5.6 5.7 6.7 9.2 5.4 3.5 100 -24 118 7.0

furnishings, household

equipment and routine 5.9 4.8 2.5 3.5 3.6 4.0 5.6 3.4 0.9 1.9
household maintenance

health 6.7 5.8 .5 -03 -17 1.7 3.5 4.9 1.3 1.5
transport 7.3 4.5 5.7 2.9 1.6 0.4 2.0 =33 1.8 2.1
communications 14.9 1.1 -01 -0.2 0.4 0.6 =01 -4.1 1.3 1.2
recreation and culture 7.9 5.2 3.5 1.2 1.3 2.9 3.6 2.6 0.3 -15
education 9.5 4.8 6.7 5.4 2.3 2.1 5.0 3.3 1.3 1.3
restaurants and hotels 9.0 8.6 6.1 4.6 4.4 7.3 9.2 47 -05 =27

miscellaneous goods and services 8.3 6.5 4.8 2.4 4.4 3.9 4.1 3.8 1.8 2.1

Source: Eurostat (2019).

Table 2.
Slovakia inflation: annual average rate of change (in %)
o Year before euro adoption Year after euro adoption
Specification
Sth 4th 3rd 2nd Ist Ist 2nd 3rd 4th Sth
all-items HICP 7.5 2.8 4.3 1.9 3.9 0.9 0.7 4.1 3.7 1.5

food and non-alcoholic beverages 4.9 -0.7 2.0 4.0 7.0 -3.8 1.7 5.9 4.3 3.5

alcoholic beverages, tobacco
and narcotics

clothing and foot wear 0.5 -0.8 -0.1 0.8 09 -09 -13 1.6 1.9 1.0

housing, water, electricity, gas
and other fuels

84 -0.7 3.1 4.4 4.4 8.7 6.3 3.7 3.9 3.0

15.9 8.2 121 2.3 4.2 34 -14 7.0 4.8 0.2

furnishings, household

equipment and routine -22 =32 -05 0.1 03 -1.8 -34 -10 0.5 0.1
household maintenance

health 13.4 8.8 9.7 0.1 8.1 8.1 4.1 4.0 5.3 2.1
transport 7.7 1.3 0.6 -2.0 3.2 =54 -0.2 6.8 6.4 -0.9
communications 04 -11 -11 -03 -0.8 0.2 0.8 0.4 0.2 0.2
recreation and culture 5.4 1.8 1.7 0.9 1.2 -0.2 0.7 0.4 1.6 1.7
education 1.4 30.1 5.9 3.7 3.1 5.4 4.5 5.0 5.9 6.5
restaurants and hotels 10.3 5.3 2.6 3.0 5.9 5.0 1.3 2.5 3.4 2.4

miscellaneous goods and services 4.7 3.0 3.8 2.5 3.0 2.6 1.8 3.8 4.0 1.4

Source: Eurostat (2019).
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Table 3.
Estonia inflation: annual average rate of change (in %)
o Year before euro adoption Year after euro adoption
Specification
Sth 4th  3rd 2nd Ist Ist 2nd  3rd  4th  Sth
all-items HICP 4.4 6.7 10.6 0.2 2.7 5.1 4.2 3.2 0.5 0.1

food and non-alcoholic beverages 4.8 9.4 14.0 -37 2.9 9.4 3.4 4.1 0.0 -0.3
alcoholic beverages, tobacco
and narcotics
clothing and foot wear 3.5 4.1 4.2 1.5 2.9 4.2 5.6 4.4 1.7 2.8
housing, water, electricity, gas
and other fuels

3.5 41 16.0 107 4.6 6.3 5.4 5.2 4.2 5.1

10.5 15.0 16.6 1.5 3.0 6.0 9.1 8.9 -1.3  -14

furnishings, household

equipment and routine 2.3 3.8 4.5 2.7 -0.9 0.8 2.7 1.1 1.0 1.3
household maintenance

health 2.7 8.3 7.8 4.3 0.8 0.6 -0.5 6.3 3.5 3.2
transport 4.8 31 1.9 =65 6.5 5.2 4.0 -2.5 -21 -6.2
communications -53 -12 -0.9 -0.2 3.8 -41 -69 -96 -5.0 1.2
recreation and culture 4.6 3.8 3.3 04 -0.3 1.2 1.3 2.3 2.3 2.3
education 3.9 5.8 8.9 4.9 1.5 2.1 5.9 =31 -16.0 -16.6
restaurants and hotels 3.2 8.6 1. -1.4 -0.9 5.5 6.6 6.3 4.5 1.7

miscellaneous goods and services 4.1 5.4 8.8 7.0 1.7 3.2 2.9 2.1 2.4 2.7

Source: Eurostat (2019).

Table 4.
Latvia inflation: annual average rate of change (in %)
o Year before euro adoption Year after euro adoption
Specification
Sth 4th 3rd 2nd Ist Ist 2nd  3rd 4th Sth
all-items HICP 3.3 -12 4.2 2.3 0.0 0.7 0.2 0.1 2.9 2.6

food and non-alcoholic beverages -0.1 -0.3 8.4 2.3 1.3 -03 -1.2 1.1 5.6 0.7

alcoholic beverages, tobacco
and narcotics

clothing and foot wear -53 =59 1.9 -18 -0.2 1.1 -04 0.0 -17 0.6

housing, water, electricity, gas
and other fuels

19.7 3.0 3.4 2.9 1.6 2.3 1.8 3.3 1.4 4.3

83 -23 7.5 6.8 -0.1 1.0 3.5 =29 20 4.0

furnishings, household

equipment and routine 0.6 -50 -1L1 -09 -0.3 1.2 1.0 -0.2 -0.5 -0.4
household maintenance

health 17.9 01 =26 0.4 1.2 1.0 1.5 2.6 2.8 3.4
transport -2.8 4.0 7.0 29 -24 -11 -38 =26 3.0 4.5
communications -1.2 -48 -20 -28 -57 -18 0.8 2.1 4.4 1.4
recreation and culture 44 -49 =20 0.2 -0.3 1.9 0.8 1.4 1.8 0.8
education 18.0 5.2 0.2 -15 -0.7 0.6 1.5 1.7 1.6 0.6
restaurants and hotels -14 -59 1.8 3.2 1.1 3.9 1.6 0.7 2.1 3.2

miscellaneous goods and services 4.7 -3.8 0.6 1.3 1.8 1.8 1.4 0.8 5.5 5.3

Source: Eurostat (2019).
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Table S.

Lithuania inflation: annual average rate of change (in %)

Year before euro adoption

Year after euro adoption

Specification

Sth 4th 3rd 2nd Ist Ist 2nd 3rd 4th
all-items HICP 1.2 4.1 3.2 1.2 0.2 -0.7 0.7 3.7 2.5
food and non-alcoholic beverages -0.4 8.2 3.1 1.7 0.8 -0.7 1.3 3.4 1.5
alcoholic beverages, tobacco 3 10 36 29 38 17 37 107 40
and narcotics
clothing and foot wear -5.8 -1.2 0.9 1.0 -0.3 0.6 1.4 0.7 0.1
housing, water, electricity, gas 4.7 83 6.2 05 -06 -35 16 14 39
and other fuels
furnishings, household
equipment and routine -29 -0.2 1.5 1.2 0.3 1.4 11 1.1 0.7
household maintenance
health 1.2 0.8 2.1 1.8 1.2 2.7 2.8 1.0 1.4
transport 5.4 8.0 44 -0.5 -19 -72 -38 5.0 4.6
communications -5.0 -31 =20 -46 -63 0.0 -39 -0.6 -1.3
recreation and culture -2.2 -1.3 1.2 1.4 0.5 2.0 1.6 2.4 2.2
education 7.7 0.5 3.1 3.6 1.1 2.2 3.6 2.4 3.1
restaurants and hotels -2.8 2.0 3.4 2.8 2.8 4.8 5.1 7.2 5.2
miscellaneous goods and services 0.2 1.5 3.3 1.5 0.5 2.5 3.0 5.5 3.1

Source: Eurostat (2019).
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