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The impact of high oil prices: main
transmission channels

o Terms of trade
e Re-spending and recycling of petrodollars
e Inflation and monetary policy
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Figure L3 Inpoxrts of oil producers lag their exporis
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Figure 1.9. Factors shaping core inflation
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Mige : The stomlatiom Tesubte shovm are based one gression equations of the follvwng type:
PCORE = 3 +E¢1_.Pcoﬂ,_,+a, GAF, +Z ® /(PHEAD - PCORE ), , -Zau.txxz,_ﬁ +7,
I I k

nowhich: POORE ¥ the core ifltion rate (P CF exchading food and erergy inothe Unde d States and the FICP e hding wproce ssedfood ad ener gy for

the euro area ), PAEAD icthe headline df htiom rate (PCE mthe Uhited Statec and HICP i the exmo area); GAP is the output g4p; and RFER ic the rate of

chunge of the real effective ¢ hange rate. PHEAD PCORE or the “Vredgze”, caphres the impact of food and energy prices onheadline nf hitiom, The
decoanpostion to the ¢adribations of the respective e3planatory wiriablk s, e ding that of the residusl tenm £ | ¥ oporate s thelr mpactvia the hzged

deperdent wariabl . The onpact of the ¢ onstard tenn (which could be mterpreted as 4 proxye of long-tenn iflation expectations) and the reql offe gy

exchang rate are canbined ithe fem kbelled “oterfactors”. Seefar further details, Box 14 in 0FCD Feomomic Outlook, No. 1OECD OCDE

Sorce: OECD Ecomomic Chatlook 79 database and 0ECD cakulitions.
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