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Goods vs. Services
I Consumers switched from services to goods.
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Tradable Goods and Freight Costs

Source: Carriere-Swallow et al. 2022

I Before the pandemic, the average country spent 38% of GDP in
imports, 7.5% of that is just shipping.

Felipe Saffie on Benigno, Fornaro, and Wolf (2019) Inflation and IF 2 / 7



Tradable Goods and Freight Costs

Source: Carriere-Swallow et al. 2022

I Before the pandemic, the average country spent 38% of GDP in
imports, 7.5% of that is just shipping.

Felipe Saffie on Benigno, Fornaro, and Wolf (2019) Inflation and IF 2 / 7



Freight Costs during the Pandemic

Source: Carriere-Swallow et al. 2022

I During the pandemic, freight costs multiplied by 7.
I 1.5% of global inflation can be explained just by shipping costs!
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Commodity Prices, and the Virus

, and the War
I Russia and Ukraine account for 30% of global wheat exports.

I Developing and emerging markets are importers of grains.
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Don’t forget Demand (Fiscal Policy)
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Is the Boat Anchored?

I IMF forecast for 2022 is 5.7% AE and 8.7% EME... 2.5% and
6.5% in 2023.
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What Could be Next?

I To maintain credibility and affect inflation 2 years from now,
the FED has to tighten and reduce its balance sheet.

I Higher interest rate will accelerate capital flow reversal from
EME.

I EME currency will depreciate (increasing imported inflation!).

I Spreads will increase for EME markets, refinancing costs will be
higher.

I Last time that we saw coordinated inflation, it ended with
coordinated defaults.
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