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BOX 1: THE IMPLICATIONS OF THE 2021 HICP WEIGHTS ON 
INFLATION FORECASTS1

The HICP measures price changes of consumer goods and services over time bought 
by households. It is based on a fixed basket of goods and services whose weights are 
reviewed and updated annually to reflect consumption patterns over the previous 12 
months. The review of weights is thus fundamental in ensuring that the HICP remains 
relevant as a statistical measure of consumer price changes. These weights are derived 
using the ‘national accounts’ concept of the consumption basket. 

Normally, consumption patterns vary only marginally from one year to the next, as house-
holds typically change consumption patterns only gradually over time. Hence, annual 
changes to HICP are typically interpreted simply as increases and declines in prices. 
Nevertheless, when consumption patterns change more abruptly, the interpretation of 
changes in the index could become more complex. A strong decline in the weight of a 
particular subcomponent is likely to exert downward pressures on the contribution of that 
component to overall inflation. If one subcomponent receives a lower weight, other sub-
components will receive higher weights, and thus exert upward pressures to overall infla-
tion. Nevertheless, in this context, downward and upward pressures might not cancel 
out due to diverse initial price levels and differences in the inflation path of the various 
sub-components. 

The COVID-19 pandemic dramatically shifted household consumption patterns in 2020. 
Following the shutdown of non-essential services, increased recourse to teleworking as 
well as travel restrictions (given that the HICP includes also consumption expenditure of 
tourists), households increased their consumption of items that can be regarded as essen-
tials, such as food, housing, water and electricity, health, and education. Conversely, the 
consumption of items such as clothing and footwear, transport, recreation and culture, as 
well as restaurants and hotels declined sharply. 

Given these substantial changes in consumption patterns, the weights of individual HICP 
components were also affected significantly (see Table 1). For example, the weight of the 
item Food and Non-Alcoholic Beverages rose from 16.1% to 18.1% between 2020 and 
2021. Moreover, over this period the weight of Housing, Water, Electricity, Gas and Other 
Fuels rose from 8.5% to 10.2%. This partly reflects the fact that persons were forced to 
stay at home because of the containment measures and hence consumed more house-
hold-related items, but also reflect sharper declines in expenditure in other consumption 
categories. For example, due to restrictions on travel and mass events, the weight of Rec-
reation and Culture declined from 10.3% to 7.8%, while that for Restaurants and Hotels 
dropped from 17.8% in 2020 to 14.4% in 2021, as both inbound and outbound tourism 
declined. These significant drops also automatically impact in the opposite direction the 
share of other components in the HICP. 

1   This box was prepared by Rafael Fearne, an economist within the Economic Analysis Department.
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Chart 1 shows the percentage change in the weights in 2021 compared to the average 
percentage change over the 2013-2020 period. Historically, changes on average do not 
exceed 5% (except in education). Conversely, in 2021, absolute changes of over 5% were 
registered in all main sub-components.

In this context, this box shows that for similar price changes in the sub-components of HICP, 
overall monthly inflation in 2021 will be affected markedly by these abrupt changes to the 
weights. To isolate the impact of the new weights, two monthly HICP forecasts for 2021 
were prepared. One features the 2020 weights while the other incorporates the new 2021 
weights. In both instances, the annual rates of change for the various HICP sub-compo-
nents are consistent with the current projection round and the technical assumptions and 
equations used in both 
forecasts were identical, 
meaning the difference 
between the two results 
can be attributed solely 
to the differing weights.

The impact of the new 
weights on overall infla-
tion projections is shown 
by the shaded part in 
Chart 2. When using 
2021 weights, overall 
HICP inflation is expected 
to trend downwards until 
August and recover 
thereafter. Indeed, overall 
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CHART 1
2021 CHANGE IN HICP WEIGHTS COMPARED TO HISTORICAL 
AVERAGE
(per cent)

Source: Eurostat.

Table 1
HICP WEIGHTS MAIN COMPONENTS (% of total)

2020 2021
Food and non-alcoholic beverages 16.1 18.1
Alcoholic beverages, tobacco 3.6 4.0
Clothing and footwear 4.9 4.3
Housing, water, electricity, gas and other fuels 8.5 10.2
Furnishings, household equipment and routine household maintenance 7.8 8.8
Health 4.1 4.8
Transport services 13.7 12.4
Communications 3.3 3.9
Recreation and culture 10.3 7.8
Education 2.3 2.7
Restaurants and hotels 17.8 14.5
Miscellaneous goods and services 7.7 8.5
Total 100.0 100.0
Source: Eurostat.
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HICP inflation is pro-
jected to register nega-
tive growth rates from 
June to August and to 
return to positive levels 
in September 2021. Con-
versely, a counterfactual 
forecast prepared with 
2020 weights – using 
the same path for HICP 
subcomponents – would 
predict a strong rebound 
in inflation from May and 
reach 1.7% in the third 
quarter of 2021. The dif-
ference between the two 
forecasts is also evident 
when comparing the average annual rates for 2021. The baseline forecast (which uses 
2021 weights) predicts an average rate of 0.3%, while the counterfactual forecast projects 
a much higher rate for 2021 at 1.2% (assuming 2020 weights throughout 2021 and not 
just from May to December).

Therefore, the change in weights is set to exert a downward impact on headline HICP 
inflation throughout 2021. Further analysis shows that the main item contributing to the 
downward pressure on inflation in 2021 is Recreation and Culture Services inflation. This 
subcomponent has been a strong positive contributor in recent years. However, due to 
the chain-linking methodology used in the HICP, its contribution to overall HICP inflation 
is expected to be significantly negative in 2021.2 Despite the projected increase in Recre-
ation and Culture Services prices when compared with December 2020, the weight of this 
component fell by 23.9% from the previous year. As a result, the subcomponent’s contri-
bution is expected to be significantly negative throughout the second and third quarters 
of 2021.

Conversely, certain sub-components whose weight has increased significantly – namely 
non-durable goods and processed food – have exerted upward pressure on headline infla-
tion. Nevertheless, this effect is smaller when compared to the strong downward impact of 
Recreational and Culture Services on 2021 HICP inflation. 

Looking ahead, changes in HICP weights are likely to play a key role in the calculation of 
HICP inflation in the years to come. Just as the heavily pandemic-influenced consumption 
trends of 2020 are being reflected in 2021 weights and inflation rates, further changes 
could arise in the following years. Consumption patterns for 2021 are likely to be different 
2   The HICP is a chain-linked price index based on a Laspeyres-type formula, with expenditure weights updated every Decem-
ber, making it possible to portray the market and consumption patterns more accurately as opposed to a fixed-weight approach. 
Given that weights are updated in December, the impact of changes in weights also depends on relative price levels of a particular 
month to December of the previous year.
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CHART 2
IMPACT OF THE CHANGE IN WEIGHTS
(percentage points)

Sources: Eurostat; own calculations.
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from those in 2020 as the vaccination drive reaches its conclusion and the remaining 
containment measures are further relaxed. If that is the case, one can expect to see sig-
nificant fluctuations in the 2022 HICP weights.


