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Inflation is an increase in the general price level of goods and services. When there is inflation in an economy,
the value of money decreases because a given amount will buy fewer goods and services than before.

Inflation in an economy is often calculated by examining a basket of goods and services and comparing the
changes in the prices of that basket over time.

The inflation rate is the percentage change in the price index for a given period compared to that recorded
in a previous period. It is usually calculated on a year-on-year or annual basis.

For an index value of 183.1 for January of this year, and an index value of 178.4 recorded in January last
year, the annual rate of inflation of January this year would be:

(183.1 / 178.4 — 1) * 100 = 2.6 %
Similarly, one may compile month-on-month rates of change or average annual rates of change.
Deflation is the opposite of inflation. It is a decrease in the general price level of goods and services and

represents an increase in the value of money, where an amount of money can be exchanged for more goods and
services.

Further information

e European price statistics - an overview, 2008 edition , chapter 1 (publication)

o Inflation (CODED - Concepts and Definitions Database)

Related concepts

e Consumer price index (CPI)

e Harmonised index of consumer prices (HICP)

Statistical data

e Consumer prices - inflation

o Inflation in tl
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http://ec.europa.eu/eurostat/product?code=KS-70-07-038&amp;language=en
http://ec.europa.eu/eurostat/ramon/nomenclatures/index.cfm?TargetUrl=DSP_GLOSSARY_NOM_DTL_VIEW&amp;StrNom=CODED2&amp;StrLanguageCode=EN&amp;IntKey=21752005&amp;RdoSearch=BEGIN&amp;TxtSearch=inflation&amp;CboTheme=&amp;IntCurrentPage=1
https://ec.europa.eu/eurostat/statistics-explained/index.php/Glossary:Consumer_price_index_(CPI)
https://ec.europa.eu/eurostat/statistics-explained/index.php/Glossary:Harmonised_index_of_consumer_prices_(HICP)
https://ec.europa.eu/eurostat/statistics-explained/index.php/Consumer_prices_-_inflation
https://ec.europa.eu/eurostat/statistics-explained/index.php/Inflation_in_the_euro_area
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