7 K 3

*
* *
*

* gk

European

Commission
|

EUROMOD nowcasting consumer prices of
goods subject to specific excises -
technical note

Amores, A.F., Tudo Ramirez, J.

2025

~4
y ¥

Joint
Research

Centre



This document is a publication by the Joint Research Centre (JRC), the European Commission’s science and knowledge
service. It aims to provide evidence-based scientific support to the European policymaking process. The contents of this
publication do not necessarily reflect the position or opinion of the European Commission. Neither the European
Commission nor any person acting on behalf of the Commission is responsible for the use that might be made of this
publication. For information on the methodology and quality underlying the data used in this publication for which the
source is neither Eurostat nor other Commission services, users should contact the referenced source. The designations
employed and the presentation of material on the maps do not imply the expression of any opinion whatsoever on the
part of the European Union concerning the legal status of any country, territory, city or area or of its authorities, or
concerning the delimitation of its frontiers or boundaries.

Contact information

Name: JRC-EUROMOD Team

Address: Edificio EXPO, c/ Inca Garcilaso 3, 41092 Sevilla, Spain
Email: jrc-euromod®ec.europa.eu
https://euromod-web.jrc.ec.europa.eu/

EU Science Hub
https://joint-research-centre.ec.europa.eu

JRC141411

Seville: European Commission, 2025

© European Union, 2025

O)

The reuse policy of the European Commission documents is implemented by the Commission Decision 2011/833/EU of 12 December 2011
on the reuse of Commission documents (0J L 330, 14.12.2011, p. 39). Unless otherwise noted, the reuse of this document is authorised
under the Creative Commons Attribution 4.0 International (CC BY 4.0) licence (https://creativecommons.org/licenses/by/4.0/). This means that
reuse is allowed provided appropriate credit is given and any changes are indicated.

For any use or reproduction of photos or other material that is not owned by the European Union permission must be sought directly from
the copyright holders.

How to cite this report: European Commission: Joint Research Centre, Amores, A.F. and Tudo Ramirez, J., EUROMOD nowcasting consumer
prices of goods subject to specific excises - technical note, European Commission, Seville, 2025, JRC141411.


https://creativecommons.org/licenses/by/4.0/
mailto:jrc-euromod@ec.europa.eu
https://euromod-web.jrc.ec.europa.eu/
https://joint-research-centre.ec.europa.eu/

Contents

Acknowledgements

1

Introduction

1.1 Background

1.2 Data availability.

1.3 EUROMOD releases and reference date for parameters

14 Features of targeted prices

Method

2.1 General

2.2 Product specific

vn N N N N N




Acknowledgements

This note benefitted from the review by llda Dreoni and Fidel Picos. The EUROMOD team is grateful to
Directorate General for Economic and Financial Affairs of the European Commission for sharing restricted
detailed inflation forecasts used for the implementation of this note. Eurostat provided restricted prices from

the Purchasing Power Parities exercise under agreement of the National Statistical Institutions of the EU
member states.



1 Introduction

1.1 Background

This document provides an overview of the estimation of the consumer prices of the goods subject to specific
excises. For the maintenance of consumer taxes (CT) in EUROMOD (EM), consumer prices of goods subject to
excise duties are needed. However, the prices for the full current year y would not be available until mid-next
year, y+1 the earliest. Then, we need a nowcasting method, similarly to what we do with income data from
SILC. Nowcasting refers to the estimation of timely indicators.

1.2 Data availability

The next table indicates the default sources of consumer prices of goods subject to EU harmonized excises.
NTs (National Teams) might have applied different prices from national data sources (check the EUROMOD
Country Reports for the specific details).

Type Indicator Source Availability date
Prices Alcohol y — 1 ESTAT - PPP* End March y
Cigarettes y — 1 TAXUD - TEDB End February y
Roll your own tobacco y — 1 TAXUD - TEDB End February y
ESTAT - PPP* End March y
Electricity and gas s,y ESTAT - Energy Prices End October y
Electricity and gas s,,y — 1 ESTAT - Energy Prices End April y
Fuel prices week w,y ENER - WOB (w,y) + 7 days
Liquefied Hydrocarbons y—1 ESTAT - PPP* End March y
Coaly —1 EM - NTs End May y
Nowcasting HICP g,y by COICOP ESTAT - HICP (q,y) + 15 days
factor Inflation forecasts g,y by COICOP ECFIN - Spring Package End May y

Key: ESTAT: Eurostat, HICP: Harmonized Index of Consumer Prices, PPP: Purchasing Power Parities, TEDB: Taxes in Europe DataBase,
TAXUD: Directorate General for Taxes and Customs of the European Commission. ENER: Directorate General for Energy of the
European Commission, WOB: Weekly Oil Bulletin, ECFN: Directorate General for Economic and Financial Affairs of the European
Commission, NT: National Teams, y: year, s,: semester, q: quarter, w: week.

1.3 EUROMOD releases and reference date for parameters

Release Release date Reference date parameters Cut-of date for prices
Flash March y End Juney —1*

Beta September y End June y May y

Stable January y+1  End June y (+ FYA) October y

*Updating only uprating factors, not parameters. FYA: Full Year Adjustment.

The flash release does not include CT, therefore, it is not necessary to foresee any strategy to update the
prices for the flash release.

1.4 Features of targeted prices

Legislative parameters of the tax system are referred in EM to 30 June. However, prices in CT are annual
prices because of the following reasons:

o Challenging to collect: The best that we can target for most products is annual prices (e.g., tobacco).
For others (i.e., alcohol or liquefied hydrocarbons) data is available only every three years (PPP) and for



the years in between, they are extrapolated by using HICP. Only for a few of them, there are within year
data: semester prices for electricity and weekly prices for liquid fuels.

Seasonality: For instance, price of fuel in the week of 30 June is usually high in several countries due
to the starting of the holiday’s season.

Prices are used to transform expenditures from HBS, which are representative of the whole year.
Therefore, given that we are interested in the underlying quantities, prices must represent the same
period. Moreover, even if available monthly expenditure data would suffer seasonality (i.e.: lower heating
expenditures in summer but higher in tourism).

Incomes in EM are uprated with annual indices/forecasts.



2 Method

2.1 General

Considering the data availability calendar above, and to estimate the prices of each good for the whole
current year y by taking the most advantage of the available data, we could leverage on existing HICP data
and forecasts to estimate the prices of year y based on prices of y — 1. The following year, past estimated
prices should be replaced by factual data:

e ESTAT HICP at COICOP 5 digits available at the time of calculation: i.e,, first quarter for beta release and
quarters 1 to 3 for stable release.

o ECFIN inflation quarter-on-quarter forecasts (confidential) by HICP main groups (Unprocessed food,
Processed food including alcohol and tobacco, Non-energy industrial goods, Energy, Services - overall
index excluding goods) of quarters 2, 3 and 4.

We would be doing these estimations in an automated way centrally at JRC and we would be providing the
data to NTs for their implementation in their models.

To obtain the average (a) price (P) of year y, we need to average the estimated price for each quarter (q) to
be able to leverage on ECFIN forecasts which are quarterly (for simplicity, COICOP reference is omitted):

q
pa = Za=1 By
y 4

The arithmetic average assumes linear evolution of prices within the year and it is the formula used in the
calculation of the annual HICP.

According to the deadlines of the EUROMOD releases preparation (beta in June, final in October) and the data
availability calendar above, the price of each product would follow a specific strategy (details in each section)
to take the best advantage of available data in every moment for every product, but in general the estimate
for the price for quarter 1 could be always based exclusively on HICP data. Contrarily, the estimate of the
price for quarter 4 would necessarily rely always on forecasts. For quarters 2 and 3, we would use the results
based on HICP if available in the moment of the year in which we would be calculating (beta vs final release),
complemented with forecasts as needed. | present first the case of prices estimated by quarters, then, we will
see the specific cases:

The estimations based only in HICP: The price would be obtained from the revised average price in year y — 1,
uprated with actual HICP of each COICOP for the latest available quarter, available around 15-20 days after
each quarter:

Hicp)
pq = pa
Y~ YTUHICRY,

where P; is the price to be estimated for (q,y); Py, is the price of the previous year y — 1; HICP;? is the

quarterly HICP in year y; HICPy_; is the yearly average HICP of year y — 1.

The estimations relying also on forecasts: The price would be obtained from the latest estimated quarter
using only HICP, ¢', uprated with the forecast of the corresponding product group:

q _ pa’ k
p=p [ a+Ey
k=q'+1



where Ff is the quarter-on-quarter forecasted growth rate for the HICP for (g, y). This estimation based on
the previous quarter avoids the potential jump in the series if the estimate would be based on the year-on-

year forecast for every quarter.

2.2 Product specific

Product Source Availability
Alcohol y — 1 ESTAT - PPP* End March y
Cigarettes y — 1 TAXUD - TEDB End February y

Roll your own TAXUD - TEDB End February y
tobacco y — 1 ESTAT — PPP* End March y
Liquefied ESTAT - PPP* End March y
Hydrocarbons

y—1
Coaly—1 NTs End May y
Electricity and gas = ESTAT — | End April y /

s—1 Energy Prices End October y

Fuel prices week ENER-WOB
w,y)

(w,y) + 7 days

_ i = pa HICP]
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q
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M
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q
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Key: ESTAT: Eurostat, HICP: Harmonized Index of Consumer Prices, PPP: Purchasing Power Parities, TEDB: Taxes in Europe DataBase,
TAXUD: Directorate General for Taxes and Customs of the European Commission. ENER: Directorate General for Energy of the
European Commission, WOB: Weekly Oil Bulletin, ECFN: Directorate General for Economic and Financial Affairs of the European
Commission, NT: National Teams, y: year, s,: semester, q: quarter, w: week.
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In person

All over the European Union there are hundreds of Europe Direct centres. You can find the address of the

centre nearest you online (european-union.europa.eu/contact-eu/meet-us en).

On the phone or in writing

Europe Direct is a service that answers your questions about the European Union. You can contact this
service:

— by freephone: 00 800 6 7 8 9 10 11 (certain operators may charge for these calls),
— at the following standard number: +32 22999696,

— via the following form: european-union.europa.eu/contact-eu/write-us en.

Finding information about the EU
Online

Information about the European Union in all the official languages of the EU is available on the Europa
website (european-union.europa.eu).

EU publications

You can view or order EU publications at op.europa.eu/en/publications. Multiple copies of free
publications can be obtained by contacting Europe Direct or your local documentation centre (european-
union.europa.eu/contact-eu/meet-us en).

EU law and related documents

For access to legal information from the EU, including all EU law since 1951 in all the official language
versions, go to EUR-Lex (eur-lex.europa.eu).

EU open data

The portal data.europa.eu provides access to open datasets from the EU institutions, bodies and
agencies. These can be downloaded and reused for free, for both commercial and non-commercial
purposes. The portal also provides access to a wealth of datasets from European countries.
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