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Slow disinflation and strong economic activity
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Change in monetary 
policy power?

Interventions 
and shocks?

Change in parameters? Channels are clogged?

Why has inflation decreased so slowly?
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Source: IFI, Itau, IBGE, ASA Investments. 

* Numbers do not include subnational/supranational  
measures and loans, guarantees and bailouts of utility 

companies. 
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Source: International Energy Agency (IEA), Goldman Sachs, Top Projects 2021 Report.

SDS = Sustainable Development Scenario, indicating what would be required in a path consistent with meeting the Paris Agreement goals.
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Sources: Bloomberg, JP Morgan.

120

125

130

135

140

145

150

155

160

165

2,0

2,5

3,0

3,5

4,0

4,5

5,0

5,5

Jan-23 Jun-23 Nov-23 Apr-24

10 years 2 years Yen/US$

Rate differential EUA - Japan
 (% y/y)

20.000

25.000

30.000

35.000

40.000

45.000

May-22 Dec-22 Jul-23 Feb-24

Nikkei Global carry trade portfolio index
(Aug-21 = 100)

115

110

105

100

95

Aug-21      Feb-22     Aug-22    Feb-23     Aug-23     Feb-24      Aug-24

Monetary policy in Japan and financial markets
9



Sources: FMI, Goldman Sachs, Peterson Institute for International Economics.

Rise of expansionary fiscal rhetoric
 (%)

Effect on U.S. inflation of tariff hikes*
(%)

Effect on U.S. inflation of changes in 
immigration policy

Scenario 1: deportation of 1.3 mi people from the US
Scenario 2: deportation of 7.5 mi people from the US

(Effect in p.p.)

*The exercise consists on a 10 p.p. hike in import tariffs by the U.S., 
followed by a 10 p.p. retaliation by other countries.
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Sources: Gavekal, UBS, Peterson Institute, Goldman Sachs, EU.
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Sources: BIS; S. Cecchetti and J. Hilscher. (2024), Fiscal Consequences of Central Bank Losses, NBER Working Paper No. 32478 

5            10             15             20

Median
Interquartile range

Fe
d

 T
ra

n
sf

e
rs

 t
o

 
th

e
 U

S 
Tr

e
as

u
ry

(%
 o

f 
G

D
P

)

Eu
ro

sy
st

e
m

 
P

ro
fi

t 
an

d
 L

o
ss

(%
 o

f 
G

D
P

)

Tr
an

sf
e

rs
 b

et
w

e
e

n
 t

h
e

 
B

o
E 

an
d

 H
M

 T
re

as
u

ry
(%

 o
f 

G
D

P
)

Sw
is

s 
N

at
io

n
al

 B
an

k 
N

et
 In

co
m

e
(%

 o
f 

G
D

P
)

A
Es

: 
C

e
n

tr
al

 b
an

k 
b

al
an

ce
 

sh
e

et
s 

ex
p

an
si

o
n

(%
 o

f 
G

D
P

)

Fed (US$)
Eurosystem (Euros)

9

6

3

0

80

60

40

20

0

2010  2012  2014   2016  2018   2020  2022  2024

To
ta

l a
ss

et
s 

o
f 

th
e

 F
e

d
 

an
d

 E
u

ro
sy

st
e

m
(T

ri
lli

o
n

s)
0.6
0.5
0.4
0.3
0.2
0.1
0.0
-0.1
-0.2
-0.3
-0.4
-0.5

2009       2012      2015      2018       2021       2024

0.4

0.2

0.0

-0.2

-0.4
2011           2014         2017          2020          2023

2.5

2.0

1.5

1.0

0.5

0.0

-0.5

-1.0

-1.5

2013                   2017                  2021            2024

10

5

0

-5

-10

-15

-20
2011                            2017                             2023

Profits
Carry loss
Realized capital loss (or gain) at 
maturity

Little room for economic policy
13



Interest payments            Industrial policy

Climate policies                Defense

Health and pensions        Social development goals

-8

-6

-4

-2

0

2

4

1
9

9
1

1
9

9
5

1
9

9
9

2
0

0
3

2
0

0
7

2
0

1
1

2
0

1
5

2
0

1
9

2
0

2
3

2
0

2
7

AEs

EMEs

Global 
Financial 

Crisis

Covid
-19

Source: FMI, CBO.

Adjusted primary result
(% of potential GDP)

Potential annual increase of public 
spending until 2030

 (% of GDP)

AEs          EMEs         LICs

15

10

5

0

US: public debt
(% of GDP)

97.3

0

20

40

60

80

100

120

140

160

180

1
9

6
4

1
9

7
4

1
9

8
4

1
9

9
4

2
0

0
4

2
0

1
4

2
0

2
4

2
0

3
4

2
0

4
4

2
0

5
4

Little room for economic policy
14



Sources: CBO, Fed, IMF, World Bank.
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