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Inflation – International 
Aspects
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How Anomalous Is the Recent
Episode?
• Inflation far exceeded the conditional forecasts 

based on slow recovery, no Russian invasion
• But in the context of an augmented Phillips Curve, 

perhaps not so surprising
• In the augmented Phillips Curve, inflation depends 

on
1. slope of Phillips curve
2. size of unemployment/output gap
3. cost-push shock size
4. inflation expectations



Defense of the Phillips Curve
Bernanke and Blanchard, “What Caused the U.S. 
Pandemic Era Inflation?” (2023):

“most of the inflation surge that began in 2021 was 
the result of shocks to prices given wages. These 
shocks included sharp increases in commodity prices, 
reflecting strong aggregate demand, and sectoral 
price spikes, resulting from changes in the level and 
sectoral composition of demand together with 
constraints on sectoral supply.”

Is this all there is?
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Forbes “Inflation Dynamics” BPEA 
(2019)
Return of the Phillips Curve



Phillips Curve (cont’d)



Phillips Curve (cont’d)

31 countries, 1996-2017












