APPENDIX A: Data Definitions and Statistics

Variable

| Definition

Details

| Source

Inflation and Price Data

Commodity World commodity Calculated as quarterly percent changes, in

prices price index, including regressions measured as difference relative to Index data from IMF
fuel quarterly CPl inflation

Commodity World commodity Calculated as quarterly percent changes, in

prices, exc. fuel

price index, excluding
fuel

regressions measured as difference relative to
quarterly CPI inflation

Index from Datastream,
code: WDXWPCN.F

Core CPI Consumer prices, all Calculated as quarterly percent changes,

inflation items except food and | annualized, seasonally adjusted® Index data from OECD
energy

CPl inflation Consumer prices, all Calculated as quarterly percent changes,

items

annualized, seasonally adjusted?

Index data from IMF

Import prices

Import prices, all
items

Calculated as quarterly percent changes, in
regressions measured as difference relative to
quarterly CPI inflation

Index data from IMF

Inflation
expectations

5-year ahead forecast
for CPI inflation

Forecasts released in spring WEO are treated as
Q1, and in fall WEO as Q3; Q2 and Q4 are
interpolated between the nearest spring and
fall forecasts

IMF, from historical
WEDO forecasts, at:
https://www.imf.org/e
xternal/pubs/ft/weo/fa
g.htm

Qil prices

World oil price index

Index of crude oil, Brent, spot prices in USS.
Calculated as quarterly percent changes, in
regressions measured as difference relative to
quarterly CPI inflation

Index from Datastream,
code: WDXWPOI.F

Producer price
inflation

Producer prices, all
commodities

Calculated as quarterly percent changes,
annualized, seasonally adjusted*

Index data from IMF

Wage inflation

Hourly earnings in the
private sector

Calculated as quarterly percent changes,
annualized, seasonally adjusted

Index data from OECD

Labor Market and Slack Data

Domestic slack

Principal component
of 7 measures of
domestic slack, with a
positive value
indicating more slack

Negative of principal component of as many of
following variables as available: OECD domestic
output gap, unemployment gap, participation
gap, hours gap, involuntary workers gap, self-
employment gap and temporary workers gap,
all defined below

Calculated

Domestic slack
* Import Share

Interaction of
domestic slack and
import share

Domestic slack defined above. Import share is
the ratio of the country’s imports to GDP (both
in nominal domestic currency), over the last
four quarters

Calculated. Import
share data from the
IMF, IFS.

Hours gap Difference between Calculated as % of “normal” hours worked (the
hours worked and sample average for each country) Calculated based on
" ” OECD data
normal” hours
Involuntary Difference between Calculated as % of “normal” involuntary
part-time “normal” involuntary workers (the sample average for each country); | Calculated based on

workers gap

workers and current
involuntary workers

available annually and interpolated to quarterly

Hong et al. (2017) data

OECD domestic
output gap

Output gap as % of
GDP

Available annually and interpolated to quarterly

OECD
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Participation
gap

Gap between actual
participation rate and

Ill

Calculated as % of “normal” participation rate
(the sample average for each country); available

Calculated based on

“normal” participation | annually and interpolated to quarterly OECD data
rate
Self- Difference between Calculated as % of “normal” self-employment
;r:;ployment er:gln;j:nzsif;nd (sample average for each country) Calculated based on
OECD data
current rate of self-
employment
Temporary Difference between Calculated as % of “normal” temporary workers

workers gap

“normal” temporary
workers and current
temporary workers

(sample average for each country); available
annually and interpolated to quarterly

Calculated based on
Hong et al. (2017) data

Unemployment
gap

Difference of NAIRU
and unemployment
rate

Available annually and interpolated to quarterly

OECD

World slack Weighted average of Slack in advanced economies reported by the
slack in advanced IMF; slack in China calculated as the deviation in
economies and China growth over the previous two years relevant to | Calculated based on
the current quarter. Weights vary over time IMF data
based on IMF calculation of advanced economy
share of global GDP.
World slack- Negative of output Calculated as a % of GDP for relevant
IMF Measure gap for advanced economies; available annually and interpolated | IMF
economies to quarterly
World slack- Negative of output Calculated as a % of GDP for relevant
OECD Measure | gap for OECD economies; available annually and interpolated | OECD
economies to quarterly

Other Control Variables

Global value
chains

Principal component
of four measures

Components are: (1) relative growth of
merchandise trade volumes relative to
global GDP; (2) traded intermediate goods
as a share of global GDP; (3) share of these
traded intermediate goods that are
“complex” in the sense that they cross
country borders at least twice; and (4) PPI
dispersion (defined below). Available
annually and interpolated to quarterly.

First three components
from Li, Meng and
Wang (2019).

PPI dispersion

Dispersion of
producer prices

Standard deviation in producer price inflation
for all countries in sample in each quarter, PPI
inflation measured relative to 4 quarters earlier

Calculated based on
IMF PPI

Real exchange
rate index

Real effective
exchange rate based
on consumer prices

% change in real exchange rate, relative to 8
quarters earlier

IMF, IFS

Note: (1) Adjustments for VAT increases: Australia in 200093, Japan in 199792 and 20142, New Zealand in 20104, and United
Kingdom in 2010q1 and 2011q1.
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Appendix B: Country Sample

Advanced Economies* Emerging Economies*
Australia Korea Brazil
Austria Latvia Chile
Belgium Lithuania China
Canada Luxembourg Colombia
Czech Republic Netherlands Hungary
Denmark New Zealand India
Estonia Norway Indonesia
Finland Portugal Mexico
France Slovak Republic Poland
Germany Slovenia Russia
Greece Spain South Africa
Iceland Sweden Turkey
Ireland Switzerland
Israel United Kingdom
Italy United States
Japan

Note: Division between advanced economies and emerging markets based on definitions in IMF, World

Economic Outlook, 2017Q4.
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Appendix Figure 1

Global Control Variables: World Slack and Global Value Chains

4 %

1990 1993

Alternate Measures of Global Slack
(as % of global GDP)

OECD Measure

= = = |MF Measure

e Principal Component

1999 2002 2005 2008 2011 2014 2017

Global Value Chains: Principal Component

1995 1997 1999

Notes: "World slack" is a weighted average of slack in advanced economies (from the IMF) and slack in China. Slack in China
calculated as the deviation in GDP growth from recent averages. The weight of the advanced economies for this calculation

2001 2003 2005 2007 2009 2011 2013 2015 2017

varies over time, based on the share of advanced economy GDP in world GDP according to IMF statistics. The IMF measure of

slack only includes advanced economies, and the OECD measure only includes OECD economies. See text and Appendix A for

more details.

Global value chains are measured as a principal component of: relative growth of merchandise trade, share of traded
intermediate goods, complex share of traded intermediate goods, and dispersion in PPl inflation. See text and Appendix A for

more details.
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