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Will we ever reach the inflation target again, 

or the permanently lowflation will be the new 

norm?
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Question 1



■ Inflation is low, but 

not everywhere (IMF, 

WEO, October 2016)
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Three answers: I



■ Inflation deviations

from the target are

both positive and 

negative
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Three answers: II
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■ Very

different

reasons for 

both low

inflation and 

its deviation

from the 

target (IMF, 

WEO, 

October

2016)
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Three answers: III



■ Research done by our staff

(Hałka and Szafranek 2015, 

Hałka and Szafrański 2015, Hałka 

and Kotłowski 2016) and 

elsewhere (Iossifov and Podpiera 

2015, IMF WEO October 2016) 

show a substantial contribution to 

low inflation (deflation) in the 

region of imported deflationary

shocks.
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Lowflation in CEE: local or imported?

Source: IMF, WEO Oct 2016



■ The right tool for cases of low inflation resulting from low demand.

■ BUT: In case of imported inflation, notably reflecting lower commodity

prices etc., policy should react like in any case of supply shock: literature 

suggests i.a. changes in communication or target (core inflation, nominal

GDP).
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Question 2:

A possible solution: negative interest rates. Harm or 

benefit?



■ No Polish experience
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Question 3: Central banks’ balance sheets are getting into

the focus. Comprehensive quantitative easing or targeted 

programmes?



■ Obviously needed, but expansionary policies needed for growth or

inflation?
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Question 4: Optimal economic policy mix – cooperation of 

fiscal, monetary and prudential policy



■ As bright as its past
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Question 5: The Future of Inflation Targeting



■ Prices and performance in the long run

■ Deflation and lowflation as a consequences of hard regimes (gold

standard, financial system regulations after the recent crisis)?
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Historical context


