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US CPI inflation close to the peak

B US headline CPI inflation further accelerated in March, rising to 8.5% yoy from 7.9% yoy in the prior month. This is the
highest rate of inflation since 1981 (chart 1). Despite the high degree of uncertainty, we judge inflation is likely at or very
close to the peak, as base effects turn negative and gasoline prices have stabilized. On a monthly basis, the CPI index was
up 1.2% mom after a rise of 0.8% mom in February.

B As a result of an almost full reopening of the economy, persistent supply bottlenecks and hot housing and labor markets,
core CPlI inflation increased further last month, rising to 6.5% yoy from 6.4% yoy, whereas on a monthly basis it decelerated
to 0.3% mom from 0.5%. We expect core CPI to peak in yoy terms in the next month or so, with base effects driving it down
as well as an easing in monthly core inflation rates.

B The largest contributions to monthly inflation were from energy, shelter and food. Gasoline prices alone added more than
half (0.7pp) of the monthly rise in CPI, driven by the spike in oil prices that was triggered by the Russia-Ukraine conflict.
Partly thanks to some relief measures adopted by the Biden administration over the last few weeks, including the release of
strategic petroleum reserves, gasoline prices have come down somewhat this month and this will bode well for the April
reading (chart 2). When it comes to rents, which rose another strong 0.4% mom in March, they will likely continue to
contribute significantly to CPI inflation in the coming months (chart 3). As we pointed out in an Economics Flash about
surging house prices in the US, the shelter component of the CPI reacts with a lag to changes in market prices (both rents
and house values) both for technical reasons (the way the subindex is constructed) and practical reasons (renters will only
encounter higher prices when it comes to moving or renewing their leases).

B The largest downward effect came from used car prices (-3.8% mom). This is probably due to a combination of normalizing
spending patterns in the aftermath of the pandemic and elevated gasoline prices (that reduce the incentives to use private
cars), as well as some improvement in the supply of new cars. However, in general, the April reading showed a moderation
in the prices of several core goods. This is symptomatic of consumer demand for goods that is cooling down, likely due to
fading pent-up demand for goods, expenditure-switching from goods and towards services, a squeeze in real incomes, fiscal
and monetary tightening, and low consumer confidence.

B Higher inflation is taking its toll on the purchasing power of workers, eroding the wage gains of recent months that were
made possible by a tight labor market. Today, the BLS released also the real average hourly earnings that dropped by 2.7%
yoy in March (chart 4), after having contracted by 2.5% in the previous month.

B The March CPI release is likely to strengthen the case for the Fed to hike by 50bp at its next meeting in May and
expeditiously return monetary policy to a neutral setting, in order to defend against the risk that high inflation will have
second-round effects, with workers asking for even higher pay raises that feed into production costs and on to consumer
prices.
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CHART 1: A FURTHER ACCELERATION
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Source: BLS, UniCredit Research

CHART 2: DROP IN GASOLINE PRICES TO WEIGH ON INFLATION IN APRIL
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CHART 3: RENTS ARE LIKELY TO KEEP RISING
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CHART 4: ERODING WAGE GAINS

Real average hourly earnings (yoy,%)
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Legal Notices

Glossary

A comprehensive glossary for many of the terms used in the report is available on our website: https://www.unicreditresearch.eu/index.php?id=glossary

Disclaimer

Our recommendations are based on information obtained from or are based upon public information sources that we consider to be reliable, but for the completeness and
accuracy of which we assume no liability. All information, estimates, opinions, projections and forecasts included in this report represent the independent judgment of the
analysts as of the date of the issue unless stated otherwise. We reserve the right to modify the views expressed herein at any time without notice. Moreover, we reserve the
right not to update this information or to discontinue it altogether without notice. This report may contain links to websites of third parties, the content of which is not controlled by
UniCredit Bank. No liability is assumed for the content of these third-party websites.

This report is for information purposes only and (i) does not constitute or form part of any offer for sale or subscription of or solicitation of any offer to buy or subscribe for any
financial, money market or investment instrument or any security, (ii) is neither intended as such an offer for sale or subscription of or solicitation of an offer to buy or subscribe
for any financial, money market or investment instrument or any security nor (iii) as marketing material within the meaning of applicable prospectus law . The investment
possibilities discussed in this report may not be suitable for certain investors depending on their specific investment objectives and time horizon or in the context of their overall
financial situation. The investments discussed may fluctuate in price or value. Investors may get back less than they invested. Fluctuations in exchange rates may have an
adverse effect on the value of investments. Furthermore, past performance is not necessarily indicative of future results. In particular, the risks associated with an investment in
the financial, money market or investment instrument or security under discussion are not explained in their entirety.

This information is given without any warranty on an “as is" basis and should not be regarded as a substitute for obtaining individual advice. Investors must make their own
determination of the appropriateness of an investment in any instruments referred to herein based on the merits and risks involved, their own investment strategy and their legal,
fiscal and financial position. As this document does not qualify as an investment recommendation or as a direct investment recommendation, neither this document nor any part
of it shall form the basis of, or be relied on in connection with or act as an inducement to enter into, any contract or commitment whatsoever. Investors are urged to contact their
bank's investment advisor for individual explanations and advice.

Neither UniCredit Bank AG, UniCredit Bank AG London Branch, UniCredit Bank AG Milan Branch, UniCredit Bank AG Vienna Branch, UniCredit Bank Austria AG, UniCredit
Bulbank, Zagrebacka banka d.d., UniCredit Bank Czech Republic and Slovakia, ZAO UniCredit Bank Russia, UniCredit Bank Czech Republic and Slovakia Slovakia Branch,
UniCredit Bank Romania, UniCredit Bank AG New York Branch nor any of their respective directors, officers or employees nor any other person accepts any liability whatsoever
(in negligence or otherwise) for any loss howsoever arising from any use of this document or its contents or otherwise arising in connection therewith.

This report is being distributed by electronic and ordinary mail to professional investors, who are expected to make their own investment decisions without undue reliance on this
publication, and may not be redistributed, reproduced or published in whole or in part for any purpose.

This report was completed and first published on 12 April 2022 at 16:52.

Responsibility for the content of this publication lies with:

UniCredit Group and its subsidiaries are subject to regulation by the European Central Bank

a) UniCredit Bank AG (UniCredit Bank, Munich or Frankfurt), ArabellastraBe 12, 81925 Munich, Germany, (also responsible for the distribution pursuant to §85 WpHG).
Regulatory authority: “BaFin“ — Bundesanstalt fiir Finanzdienstleistungsaufsicht, Marie-Curie-Str. 24-28, 60439 Frankfurt, Germany.

b) UniCredit Bank AG London Branch (UniCredit Bank, London), Moor House, 120 London Wall, London EC2Y 5ET, United Kingdom. Regulatory authority: “BaFin“ —
Bundesanstalt fur Finanzdienstleistungsaufsicht, Marie-Curie-Str. 24-28, 60439 Frankfurt, Germany and subject to limited regulation by the Financial Conduct Authority, 12
Endeavour Square, London E20 1JN, United Kingdom and Prudential Regulation Authority 20 Moorgate, London, EC2R 6DA, United Kingdom. Further details regarding our
regulatory status are available on request.

¢) UniCredit Bank AG Milan Branch (UniCredit Bank, Milan), Piazza Gae Aulenti, 4 - Torre C, 20154 Milan, Italy, duly authorized by the Bank of Italy to provide investment services.
Regulatory authority: “Bank of Italy”, Via Nazionale 91, 00184 Roma, Italy and Bundesanstalt fir Finanzdienstleistungsaufsicht, Marie-Curie-Str. 24-28, 60439 Frankfurt, Germany.

d) UniCredit Bank AG Vienna Branch (UniCredit Bank, Vienna), Rothschildplatz 1, 1020 Vienna, Austria. Regulatory authority: Finanzmarktaufsichtsbehérde (FMA), Otto-
Wagner-Platz 5, 1090 Vienna, Austria and subject to limited regulation by the “BaFin“ — Bundesanstalt fir Finanzdienstleistungsaufsicht, Marie-Curie-Str. 24-28, 60439
Frankfurt, Germany. Details about the extent of our regulation by the Bundesanstalt fiir Finanzdienstleistungsaufsicht are available from us on request.

e) UniCredit Bank Austria AG (Bank Austria), Rothschildplatz 1, 1020 Vienna, Austria. Regulatory authority: Finanzmarktaufsichtsbehérde (FMA), Otto-Wagner-Platz 5, 1090
Vienna, Austria
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ANALYST DECLARATION

The analyst’s remuneration has not been, and will not be, geared to the recommendations or views expressed in this report, neither directly nor indirectly.

All of the views expressed accurately reflect the analyst’s views, which have not been influenced by considerations of UniCredit Bank’s business or client relationships.
POTENTIAL CONFLICTS OF INTERESTS

You will find a list of keys for company specific regulatory disclosures on our website https://www.unicreditresearch.eu/index.php?id=disclaimer.

RECOMMENDATIONS, RATINGS AND EVALUATION METHODOLOGY

You will find the history of rating regarding recommendation changes as well as an overview of the breakdown in absolute and relative terms of our investment ratings, and a note on the
evaluation basis for interest-bearing securities on our website https:/iwww.unicreditresearch.eu/index.php?id=disclaimer and https://www.unicreditresearch.eu/index.php?id=legalnotices.
ADDITIONAL REQUIRED DISCLOSURES UNDER THE LAWS AND REGULATIONS OF JURISDICTIONS INDICATED

You will find a list of further additional required disclosures under the laws and regulations of the jurisdictions indicated on our website
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