


























Figure 1. Transitions Figure 2. EM Transitions
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Table 1. Explaining CoMP in EMs

(1) (2) (3) (4) (3)
Dependent Variables CoMP CoMP CoMP CoMP CoMP

(6)
CoMP

T dummy 0.571 ** 0.598 ***
(0.171) (0.175)

FXregime -0.204
(0.283)

Institution 0.104 **

(Government stability in ICRG) (0.049)

Financial deepening
(Financial reform index)

FX regime*financial deepening

Number of samples 710 700 663 623
Adjusted R’ 0.117 0.046 0.052 0.037
Model FE FE FE FE FE

0.760 ***
(0.209)

-1535 **
(0.733)

0.091 *
(0.055)

-1.359
(1.085)

1.344
(1.029)

601
0.166
FE

Number in parentheses indicate standard errors. *** p<0.01, ** p<0.05, * p<0.1
All variables in the right hand side are 10-year moving averages, consistent with the rolling correlations.
Source: IMF staff calculations




Figure 9. Lﬂg Output Vglatility for EMs, 1996-2007 Table 2. Result of Regression on Log Output Volatility, 1996-2007

(1) (2) 3) @)
Dependant Variables GDP Volatiity ~ GDP Volatility ~ GDP Volatiity ~ GDP Volatility

Constant .34 1,042 1342 1145
(0.079) (0.131) (0.088) (0.137)

Degree of monetary policy (counter-) cyclicality -0.339" -0.382" -0.339' -0.381"
MYS (0.181) (0.178) (0.185) (0.182)

PAN  pgRLBN
ECU aiw & P Standard deviation terms of trade shock 0.022" 0.022"

(0.012) (0.012)

®¢ JORL
| EGY & & 034x+134 Standard deviation export demand shock 0.000 0.000

VNM
° Bree® sy (008)  (0.006)
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Number of sampes 47 47 47 47
R? 0072 0.070 0.139

Model OLS OLS OLS OLS

-1 08 -06 -04 -02

_ Numbers in parentheses indicate standard errors. *** p<0.01, ** p<0.05, * p<0.1
Source: IMF staff calculations Source: IVF staff calculations
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of short-term interest rate and real GDP. 2000-2009
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Figure 7. Country correlations between the cyclical components
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Figure 6. Country correlations between the cyclical components
of short-term interest rate and real GDP. 1960-1999
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Figure 8. Country correlations between the cyclical components of short-term
interest rate and real GDP. 1960-1999 vs. 2000-2009
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Fugﬁre 3.1. Headline Consumer Price Index Inflation
(Percent)

Following a period of disinflation during the 1990s and early 2000s, inflation in
emerging markets has remained low and stable since the mid-2000s.
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Sources: Haver Analytics; and IMF staff calculations.

Mote: AEs = advanced economies; EMs = emerging markets. See Online Annex 3.1

for data sources and country coverage. Weighted average is constructed using

weights of nominal GDP, expressed in US dollar terms, for 2010-12. The vertical
hed line disti ish disi i iod fro

Curve Specification
(Percentage points)

Inflation expectations, domestic output gaps, and external price pressure
significantly influence consumer price inflation in emerging markets.
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Figure 1: Net Capital Flows to EMDE Figure 2: Net Capital Flows to EMDE and AM
(Share of GDP)
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Figure 4: Net Capital Flows to EMDE

Figure 3: Capital Flows to EMDE (Share of GDP)

(Share of GDP)
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Figure 3.2. Institutional and Policy Changes, Global Shocks,
and Financial Conditions
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The decline and subsequent stability of inflation in emerging markets coincided
with substantial improvements in institutional and policy frameworks and endured
despite sharp swings in commodity prices and other large global shocks. Yet, the
period was also characterized by historically benign external financial conditions.

800

|
|
|
|
I
|
|
600 - :
80- 1. Inflation Targeting and Openness in Emerging Markets =40 !
(Percent) /_

400-

60-

-35 200' '
|
40_ Ollllllllllllllllllllllll
. 0 15 a0 o 10 5 18
— Inflation targeters -30 |
20~ —— Financial openness :
Trade openness (right scale) [ S R M B W W | Sources: Haver Analytics; JPMorgan Emerging Market Bond Index; Lane and
0—t AN S ST S ST Y Y Y N W S}, - 1995 2000 04 10 15 18 Milesi-Ferretti (2018), and IMF staff calculations.
1995 2000 04 10 15 Note: EMBIG = emerging market bond index global. See Online Annex 3.1 for data



Figure 3.2.2. Monetary Policy Predictability
and Anchoring of Inflation Expectations
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Sources: Bloomberg Finance L.P.; Consensus Economics;
and IMF staff calculations

Figure 3.2.3. Central Bank Communication
and Monetary Policy Predictability
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Sources: Bloomberg Finance L.P.; Dincer and Eichengreen
(2014); and IMF staff calculations
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