
 
 

 
 

 
 

 

  

 

NO. 952, 24 AUGUST 2026 

 
 (Temporary) slowdown of food price growth? 

▪ Detailed data on the harmonised inflation rate trends in the euro area and Croatia have confirmed 

the continuation of the weakening of food price growth in July. Namely, as announced by the flash 

estimate, price growth in the Food, beverages and tobacco category in July slowed down in Croatia 

to 0.7% from 1.8% recorded a month earlier, which is also the lowest inflation rate noted since 

January 2021, and for the first time in the same period (with a short-term exception of February and 

March 2023) a lower rate than the one recorded in the euro area (1.2%). Therefore, it is clear that 

after the outbreak of the US-Iran conflict there was no sharp rise in food prices like the one recorded 

after the start of the Russian invasion of Ukraine, and available estimates from Oxford Economics 

suggest that this stifled growth will persist in the short term, in line with the relatively benign trends 

in leading indicators such as survey expected selling prices in manufacturing, retail, and food service 

activities. This could ultimately result in a slowdown in average food price growth in Croatia from 

5.4% last year to below 2% this year, thus reducing the contribution to overall inflation by 

approximately 1 p.p.    

If we observe the Food, beverages and tobacco category only, the euro area noted price growth 

slowdown in July to 0.8%, while in Croatia price decrease of -0.4% was recorded, with both being 

the consequence of price trends of processed food products that have been decreasing in Croatia 

for two consecutive months (-0.4% in June and -0.7% in July), while stagnating in the euro area. 

According to analysts of Oxford Economics (OE), this was contributed by a combination of 

simultaneous factors: last year's good grain harvest increased supply thus limiting price growth, an 

oversupply of raw milk led to lower milk and dairy product prices, and support also came from the 

easing of previous global shocks, including the stabilisation of chocolate, cocoa, and coffee prices, 

and a gradual stabilisation of energy prices was recorded; however, the outbreak of conflict in the 

Middle East is now transforming that support into a risk. Simultaneously, price growth of 

unprocessed foods is slowing down, having decelerated in July to 2.4% in the euro area and 1% in 

Croatia after an increase of over 4%, i.e., 5% at the beginning of the year.   

 

Although everything is pointing to the continuation of short-term trend of stifled food price growth, 

odds for the future are less favourable if we take into account the risks of a lagged spillover of price 

growth of energy products and fertilisers. Additional pressure on food prices could also occur as a 

consequence of this summer's heatwaves, which will undoubtedly affect crop quality and yields and 

per OE’s assessments, the combination of drought and heatwaves could raise food prices in the 

euro area by around 1 p.p., with the effects first becoming visible in unprocessed food prices, then 

spilling over after six to nine months to processed food products.   
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▪ Of the statistics published last week, we also want to highlight the information that the average gross 

salary for June (payout in July) was 2,184 euros, i.e., 8.8% more than in last year’s June, while the 

average net salary was 1,555 euros, i.e., 7.7% more. In real terms, taking into account the average 

inflation in July (month of payout), average gross and net salary increased by 4.7%, i.e., 3.7%. 

Simultaneously, unemployment rate in July increased slightly to 3.4% from the historically lowest 

July 3.3%. 
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LEGAL DISCLAIMER 

This publication is issued by PRIVREDNA BANKA ZAGREB-DIONIČKO DRUŠTVO (Zagreb, Radnička 50 

(hereinafter: PBZ) and aimed at clients of the PBZ Group. This publication is intended for information purposes only 

and may not in any way be considered an offer or invitation to purchase any property or rights mentioned in it. The 

informative nature of this publication means that it may not serve as a substitute for the personal judgement and 

assessment of any reader or anyone who receives this publication. The information, opinions, analyses, conclusions, 

forecasts and projections given here are founded on publicly available data whose accuracy PBZ relies on but cannot 

guarantee. Accordingly, all the opinions, attitudes, conclusions, forecasts and projections given in this publication are 

subject to changes, which depend on changes to the data as published by the source used. PBZ allows further 

utilization of the data given in this publication on the condition that the publication is indicated as the source. All the 

property mentioned in this publication and whose movement is the subject of comment may from time to time be the 

subject of trade or positions taken by PBZ.  
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