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Global increase in core inflation: set of EMS and AEs

Source WEO: 2022
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o Shift in demand toward goods and away from services

o Supply chain bottlenecks (lockdowns, shipping, energy, preference shift)

o Aggregate stimulus and post-pandemic recovery (large savings)

o Shocks to labor supply (especially in the US)

o Supply shocks to energy and food because of the Russian invasion of Ukraine

Inflation Origins



london.edu Source: Schnabel (2002)



london.edu Excess savings still large in euro area. 



london.edu

Inflation broadening in the euro area. 
Large inequality
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Monetary policy tightening around the world

WEO 2022
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Real Effective exchange rate of the $: real appreciation: 



london.edu

o Role of inflation expectations and wage price adjustments. (most countries, 
short run expectations close to realized inflations but longer run 
expectations anchored)

o Effect of pandemics, war and green transition on potential output (energy
prices and carbon price effect on green and brown investments will be key)

o Real rate: Larger deficits due to increased rate payments, defense spending
and green transition may drive up real rate. Real rates are trend stationary. 
Demographics? Productivity gains due to digitalization?

o Fragmentation: US China and role of Euorpe.

Big unknowns


