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A few caveats

Different compared to?
 Large variation within the group of Asia EMDE
China and India dominate a weighted average
China is unique, but it is part of the story
Data coverage uneven
We might not be done with this inflation episode



Pre-pandemic inflation
 Textbook: shocks, transmission, response and credibility of central 

bank
 Global factors dominate inflation (Ha, Kose, Ohnsorge, and 

Yilmazkuday (2023), Bajraj, Carlomagno, and Wlasiuk (2023))
 Phillips Curve “works”- for advanced and emerging (Ball and 

Mazumder (2019), Kamber, Mohanty, and Morley (2020) 
 Inflation targeting reducing inflation and its persistence (Gerlach 

and Tillmann (2012))
 Below-target inflation in advanced economies post GFC
 Structural decline in inflation in Asia with “opportunistic 

disinflation” in 2014-19 (Garcia and Poon (2022) )



The inflation pandemic shock

Very large in advanced economies
 Large but not that unusual in EMDEs
Asia EMDE by far the lowest inflation (and inflation increase) of 

all groups



The inflation pandemic shock
Headline Inflation. Advanced Headline Inflation. EMDEs



The inflation pandemic shock
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The inflation pandemic shock
Headline Inflation



The inflation pandemic shock
Headline Inflation



The inflation pandemic shock
Dispersion headline inflation. EMDE Asia



The inflation pandemic shock
Food price inflation. Energy price inflation.



What caused the inflation pandemic 
shock?
Global component larger than in previous episodes (English, 

Forbes, and Ubide (2024)) 
Driven by supply-chain shortages and Ukraine war
Cyclical conditions mattered. Persistence and transmission 

affected by strength of recovery and demand (including fiscal 
and monetary policy responses)
 Fiscal policy: conventional (stimulus) and unconventional (subsidies, 

trade restrictions)
 Monetary policy: interest rate response and credibility and anchoring 

of expectations



Cyclical conditions
 Standard unemployment-based Phillips Curve framework difficult to fit 

pandemic episode
Unemployment rate



Cyclical conditions
Output-slack measures more appropriate but require strong 

assumptions Output gap (annual data)



Cyclical conditions
Output gap (quarterly data)

Output-slack measures more appropriate but require strong 
assumptions



Cyclical conditions
 Pandemic reopening drove recovery



Cyclical 
conditions



Cyclical 
conditions



Conventional Fiscal Policy
Fiscal impulse (structural balance change 2019-2020)



Unconventional Fiscal Policy

Source: Amaglobeli et al (2023)



Monetary Policy
Central bank nominal interest rate Central bank real interest rate



Monetary Policy
Central bank interest rates 2010-2023



Monetary Policy
Nominal effective exchange rates



Monetary Policy



Monetary Policy



Monetary Policy
Central bank transparency and independence index

Source: Dincer, Eichengreen, and Geraats (2022).



Why EMDE Asia inflation was lower?

Weaker cyclical conditions
Weaker fiscal policy impulse
 Stronger unconventional fiscal policy
 Luck (rice and pork prices)
History and credibility of monetary policy and its effects on 

exchange rates
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