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In the context of compliance monitoring and quality assurance, Eurostat reviewed the HICP
for Denmark in early 2010. The statistical practices used to compile the HICP for Denmark
have been reviewed against HICP methodology and other guidelines and good practices in
the field of consumer price indices.

This report takes account of publicly available information on the CPI and HICP for Denmark
and additional information collected by Eurostat prior to, during and following a mission to
Statistics Denmark - held on 11 March 2010.
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l. OVERALL ASSESSMENT

Statistics Denmark has completed some actionsdardo improve the Danish HICP in recent
years. Eurostat supports Statistics Denmark’'s plansndertake further improvements to the
HICP.

Regarding instances of non-compliance of the Dami$GP with the HICP methodology,
Statistics Denmark makes wide use of questionné&regrice collection which could potentially
cause non-compliance. Eurostat reserves its pogtiahe potential impact this may have on the
HICP, pending further analysis and action by thel.NEhe remaining instances of non-
compliance are unlikely to have a major impactractice on the HICP annual average rates of
change. The Danish data pass, for January 2007rdawall standard HICP validation tests —
they are internally consistent and aggregate cibyrec

Notwithstanding the observation on price collectoade above, the HICP should be considered
broadly comparable to the HICPs of other EU coestrand the reliability of the HICP, in terms
of precision and representativeness, appears dignatdaquate. Nevertheless, in some cases the
methodology or data used need improvement or furdinalysis (see Section Ill). A targeted
follow up of these cases will be carried out bytiStes Denmark and Eurostat.

. RECENT PRICE DEVELOPMENTS

The focus of Eurostat's early 2010 assessment ioe gevelopments was on those headings
which had shown the most significant impacts onlkenonth moving average rate of change.
The most significant upward impacts on the HICRJamuary 2010 came from rents, district
heating, social protection, package holidays artli@l services. At the same time, significant
downward impacts came in particular from fuels fi@nsport, audio-visual equipment, cars,
heating oil, gas and electricity.

In January 2010, the annual inflation rate for Darkmwvas 1.9%. This was above the euro area
average of 1.0% and the EU average of 1.7%. The beow shows the recent development in
the 12-month moving average rate of change for Reknthe euro area and the European Union
together with the annual rate of change for Denmark
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1. FINDINGSAND RECOMMENDATIONS

Weights are currently updated every third year, #reditem weights for 2010 refer to the year
2006 and were price-updated from December 2008oupeicember 2009. Statistics Denmark
plans to move to the annual updating of weightsnfi2012, in line with the current Eurostat
proposal concerning HICP weights.

All expenditure consumption included in the HICRuiso included in the CPI. Owner- occupied
dwellings and insurance in connection thereof adueled from the HICP but included in the
CPL.

According to Statistics Denmarkp major methodological changes were expected 19.28ome
research to improve the methodology for cars iadearried out, anBurostat welcomes Statistics
Denmark's plans to verify the weight of accommataservices in the HICP. For treatment of
air fares, Eurostat also welcomes Statistics Dekmaim of analyzing the need for improving
the sample of prices.

For some headings with significant impacts on th@RJ the methodology or data used need
some further analysis or improvement.

Eurostat recommends that:

. regarding the use of questionnaires as a primarthadeof price collection,
Statistics Denmark review this approach to ensumethe HICP captures actual prices as
paid by consumers. In this respect, Statistics Cakrahould take into account, inter alia,
that prices of footwear are no longer collectedjbgstionnaire.

. prices collected less frequently than monthly stidug collected monthly where
this is required by the HICP framework. In the caé®enmark, the share of prices not
collected monthly is in the order of 20% (includihgusing rentals which constitute



around 7% alone) of the total HICP weight. Par@ic@ttention should therefore be given
to this issue, most especially to housing rentals.

. Statistics Denmark carry out further analysis ef sample of prices to verify its
coverage of all parts of the market (high, mid dod-end products). Furthermore,
Statistics Denmark should develop statistics orfréguency of use of different quality
adjustment methods (bridged overlap, direct corspatrietc.).

. Statistics Denmark carry out the necessary resaarcider to set-up a used car
price index. Presently used cars are only covedrealigh the net weight alone. For new
cars, Eurostat welcomes Statistics Denmark's plarreview the sample including the
higher end part of the market.

. for energy and fuel prices, the collection of psichould be spread out across a
longer period within each month so that the indeftects, as far as possible, price
changes for the month as a whole.

. in the case of telecommunications, Statistics Dekrwok into the possibilities of
improving its approach by taking better account afnsumer switching among
representative packages. With the introduction ©f Eegulation 1334/2007, there is a
need to revisit the issue of the representativeoessnsumption segments, especially for
telecommunications.

. the treatment of the price measurement of inconatea expenditure for childcare
be reviewed to ensure that the index remains atufraeimbursement rules were to
change.

. furthermore, the issue of the coverage of shelteoesing for the elderly should be
reviewed and, if necessary, prices should be cdvexplicitly in the index.



