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Key takeways
• Global inflation should peak in Q3 before declining.
• According to a survey of 120 of our analysts we
conducted from 31 August–6 September, most saw a
complete cutoff of Russian gas to Europe as the
main upside risk to the inflation outlook, and judged a
global recession to be the main downside risk.
• Our analysts considered the balance of risks to be
skewed slightly to the upside.
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Inflation Outlook
Global Inflation
World inflation is expected to average at the
highest rate in decades this year. Looking at the
quarterly picture, inflation surged in Q1 and again
in Q2 following the outbreak of war in Ukraine.
Inflation is projected to peak in Q3 before declining
towards the end of 2022 and into 2023.
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in developing countries—and weak monetary
transmission mechanisms limiting the impact of
higher interest rates.
Inflation in the G7 will be lower than in most
regions in 2023—albeit still elevated by historical
standards. Effective monetary policy, slowing
growth and government measures to tame
energy prices will tame price pressures. Inflation
in Asia ex-Japan is forecast to be the lowest of all
major world regions next year, thanks to relative
currency strength and Asia’s role as the world’s
manufacturing hub aiding the supply of goods.
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Key Drivers
A slowing global economy
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Note: Annual variation in consumer price index in %. Data from Q3 2022 onwards are
forecasts.

Regional Inflation
By region, inflation is forecast to be highest this
year and next in Eastern Europe, due to disruptions
caused by the war in Ukraine. The Middle East,
Sub-Saharan Africa and Latin America will all
see elevated inflation too, on the back of weaker
currencies, high global food prices—food typically
makes up a large proportion of the CPI basket
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Note: Annual average variation in consumer price index in %.
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Our panelists see global interest rates rising
by over 200 basis points this year, and
peaking in mid-2023. This will gradually dent
economic activity: Many of our analysts now have
contractions in GDP in the U.S. and Europe next
year as their base case. Weaker demand will in
turn weigh on prices for goods and services.
Indeed, base metal prices have already tumbled
over the last few months on concerns over the
impact of tighter monetary policy on the
world economy, while oil prices are down
over 20% from their highs earlier in the year. Our
Consensus is for commodity prices to continue to
retreat in 2023.
Easing supply constraints
Pent-up demand for goods is fading following
the easing of lockdown measures. Together
with
reduced
pandemic-related
shipping
disruptions, this is causing transportation
bottlenecks to ease: Container costs are now
close to USD 5,000, compared to nearly USD
10,000 at the outset of 2022. This downward
trend should persist going forward, particularly
as more container capacity comes onstream.
Moreover,
rising
semiconductor production
is helping ease the chip shortage, and chip
availability will continue to improve ahead.
Finally, the recent deal between Ukraine and
Russia to allow Ukrainian agricultural exports to
resume has arguably helped drive down grain
prices: Since May, wheat prices have fallen by
around one third and corn prices by roughly
10%.
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Key upside risks
A complete halt to Russian gas flows to
Europe
Close to 60% of the 120 analysts that we polled
from 31 August–6 September judged this to be
the largest upside risk to the inflation outlook. In
early September, the Russian state utility
company Gazprom announced that it would halt
gas flows through the Nord Stream 1 pipeline—
by far the most important route transporting gas
from Russia to Europe—indefinitely. As a result,
Russian gas is now only flowing to Europe via a
pipeline in Ukraine, and from Turkey via
Turkstream, although Turkstream only supplies a
few countries in southern Europe. There could be
a total shut-off of Russian gas flows if worsening
conflict disrupts supplies via Ukraine, and the EU
implements a price cap on Russian gas imports; a
cap was recently floated by the European
Commission in response to the Nord Stream 1
closure. Reduced gas supply would raise gas
prices and thus inflation.
Extreme weather
With the global climate growing increasingly
erratic, 9% of our analysts judged extreme
weather events to be the top upside risk to the
inflation outlook. Heading into the northern
hemisphere winter, an unusually prolonged cold
snap is a key concern—particularly in Europe—as
this would increase heating demand and cause
energy prices to rise in turn. Moreover, many
areas of the world have suffered from drought
over the last 12 months. A continuation of this
trend ahead would damage global food supply
and hydroelectric generation capacity. The
supply of manufactured goods could also be hit:
In recent weeks, for instance, China has forced
some factories to close due to energy shortages,
as a devastating heatwave increased energy
demand
while
simultaneously
hitting
hydroelectric generation. Flooding is another
risk; South Asia has in recent months been
subject to some of the worst floods on record for
example, which have damaged agricultural land
and will put upward pressure on food prices
ahead.

Labor market tightness
In many parts of the developed world,
unemployment rates are hovering near record
lows, as recoveries from the pandemic and fiscal
stimulus have spurred labor demand. This is
already feeding through to higher wage pressures
and inflation, a trend which could continue going
forward. Moreover, there is also the possibility of
a wage-price spiral, if higher inflation leads
workers to demand or be granted higher wages,
leading to even higher prices in turn. Of our
analysts, 9% judged tight labor markets to be the
top upside risk to the inflation outlook.
Other upside risks
Our analysts also highlighted OPEC supply cuts,
further Western sanctions on Russia and renewed
interruptions to Ukrainian agricultural exports.
Regarding OPEC, the bloc already agreed to cut
output by 100,000 barrels per day in October, and
could step up cuts further in response to a
deterioration of the global economy. Meanwhile,
more Western sanctions on Russia could reduce
the supply of key commodities and bid up their
price. Finally, a worsening of the war in Ukraine or
a reimposition of Russia’s port blockade would
disrupt global grain supply, given Ukraine is one
of the main grain-producing nations.

Key upside risk, share of responses in %
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Note: Key upside risk to the inflation outlook, share of responses in %. Total responses:
119.
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Key downside risks
Global recession
68% of the analysts that we polled judged this
to be the main downside risk to the inflation
outlook. Many of our panelists already expect
GDP to decline in the U.S. and Euro area next
year on the back of tighter monetary policy,
and an energy crunch in Europe. If central banks
hike rates more aggressively than expected, this
would raise the possibility of recession still
further. Moreover, China’s economy is currently
fragile, due to stop-start Covid-19 restrictions
and a property sector downturn. Lockdowns
have been reimposed in dozens of Chinese cities
since late August. There is a risk that both
Covid-19 restrictions and the property crisis
intensify going forward, plunging the Asian
powerhouse into a prolonged economic
malaise, with a likely powerful ripple effect on
the global economy.
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Note: Key downside risk to the inflation outlook, share of responses in %. Total
responses: 120.

Russia-Ukraine peace deal
22% of analysts polled considered a peace
deal to be the largest downside risk. Such an
outcome should enable a sharp recovery in
global grain supply—Ukrainian grain exports are
still down by almost half so far in the 2022/23
season despite the unblocking of ports. It could
also lead to stronger Russian gas supply to
Europe via Ukraine: gas flows via the
Sokhranivka route were suspended in May after
Ukraine lost control of a key facility. Depending
on the nature of the peace deal, it could also lead
to the lifting of some Western sanctions on
Russia, likely bringing down global commodity
prices.
An Iranian nuclear deal
This was seen as the top downside risk by 3% of
analysts. Such a deal—which is still up in the air
—would enable Iranian oil to return to the
market, potentially putting downward pressure
on oil prices. However, OPEC could respond by
restraining the bloc’s supply.
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Balance of risks
Our panelists are fairly split on the balance of risks
to the inflation outlook, although the Consensus
was skewed slightly to the upside. 48% of analysts
polled thought that risks were skewed slightly or
heavily to the upside, compared to 39% which saw
risks skewed slightly or heavily to the downside.
The remaining 13% judged risks to be balanced.

What is the balance of risks to the inflation outlook?
Skewed heavily to
the downside: 4%
Skewed heavily to the
upside: 9%

Broadly balanced:
13%

Skewed slightly to the
upside: 39%

Skewed slightly to the
downside: 35%

Note: Balance of risks to the inflation outlook, share of responses in %. Total responses:
120.

Insight from our analysts*
“As Mr. Powell has announced, the path to combat
inflation may be painful and, from our perspective,
could lead to a recession that we estimate global for
2023. The predominance of a hawkish view on the
board of the FED indicates that the policy of sustained
interest rate hikes is expected to be maintained.”
Luis Prato, analyst at Torino Capital, on
interest rates in the U.S.
“Energy markets seem to have priced in a complete
de-coupling of Europe from Russian energy markets.
Oil prices more likely to fall given slowing global
economic momentum. Supply chain issues easing as
well. So the biggest risk is that inflation starts to feed
on itself through wage/price spiral.”
YESof forecasting at the Cebr,
Kay Neufeld, head
13%
on upside risks to inflation.
“A complete shutoff of Russian gas supplies would
primarily affect Europe through much higher energy
and consumer prices, but this would also have
severe repercussions for the energy markets in the
US and Asia and would thus increase global inflation
expectations once more.”
Martin Weder, head of research at Zürcher
Kantonalbank, on Russian gas supply.

“Russia knows that it cannot cut off t he fl ow of
Ukraine’s food exports. One of Russia’s weapons is
‘image preservation’. Russia must be careful not to
affect the food supply of its trade allies. In a scenario
where the war lasts longer, Russia could give trade
‘concessions’ to Ukraine. But cutting off gas may give
Russia a great opportunity to negotiate a cessation
of the invasion, and perhaps the war will end sooner
than we think.”
César Melgar, analyst at ICEFI, on the Ukraine
conflict.
“Inflation trends in Europe and the USA will diverge
from fall 2022: In Europe, it will continue to rise
(energy prices) whereas in the USA it is likely that the
rate inflation will decline as a result of the recession
(and further increases in the key interest rate). The
ECB will be caught between a rock and a hard place,
as inflation will continue to rise for at least the next
6-9 months and the economy will drift into recession.”
Josef Baumgartner, senior economist at WIFO,
on inflation.
“We are entering already the second or third year
of elevated inflation, while a lot of self-correcting
mechanisms are already kicking in. Therefore a
certain relief seems likely from a mid-to longer term
perspective (i.e. from a 18-24 months perspective).
However, most likely we will settle at a higher trendinflation path.”
Gunter Deuber, head of research at Raiffeisen
Bank, on longer-term inflation.
*Analysts from the following institutions contributed to this report

ABIF, AFI, AGPV, Allianz, Asterès, Banco Agrario de Colombia, Banco
BPI, Banco MUFG Brasil, Banco Supervielle, Bank Leumi, Bank of China
(Hong Kong), Bank of Cyprus, Bank of East Asia, BBVA, BTG Pactual,
C&T Asesores Económicos, CABI, Capital Economics, Casa de
Bolsa Finamex, Cebr, CEOE, Chung-Hua Institute, Confcommercio,
CRM AgriCommodities, Danske Bank, Deloitte Mexico, Desjardins
Group, Ecoanalítica,
Ecolatina,
Economic
Research
Institute
Kazakhstan, Econosignal, Econviews, EIU, ETLA, Fitch Solutions,
GBS Finance, Gemines, Global Challenges Forum, Greenbay
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and Research, Infonavit, Investec, INVEX, J&T Banka, Kasikorn
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Global Platts, Santander Bank Polska, Scotiabank Peru, Síntesis
Financiera,
STF
Capital,
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FocusEconomics reports are designed to give you fast access to the data and insight
you need so that you can make the right decisions for your business. Our reports provide
hundreds of economic and commodities price forecasts from our network of more than
1200 of the most reputable economic analysts in the world.
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ECONOMIC FORECASTS FOR KEY INDICATORS IN 132 COUNTRIES IN 12 REGIONS
MAJOR ECONOMIES & SWITZERLAND G7 countries (United States, Canada, Japan, United Kingdom, Euro area, France,
Germany & Italy), Switzerland and overview of the BRIC countries
EURO AREA Austria, Belgium, Cyprus, Estonia, Finland, France, Germany, Greece, Ireland, Italy, Latvia, Lithuania, Luxembourg,
Malta, Netherlands, Portugal, Slovakia, Slovenia and Spain
NORDIC ECONOMIES Denmark, Finland, Iceland, Norway and Sweden
CENTRAL & EASTERN EUROPE Bulgaria, Croatia, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Romania, Slovakia
and Slovenia
CIS PLUS COUNTRIES Armenia, Azerbaijan, Belarus, Georgia, Kazakhstan, Kyrgyzstan, Moldova, Russia, Tajikistan, Turkmenistan,
Ukraine and Uzbekistan
SOUTH-EASTERN EUROPE Albania, Bosnia and Herzegovina, Bulgaria, Croatia, Cyprus, Greece, Kosovo, Montenegro, North
Macedonia, Romania, Serbia and Turkey
EAST & SOUTH ASIA Bangladesh, China, Hong Kong, India, Korea, Mongolia, Pakistan, Sri Lanka, Taiwan, Australia and New
Zealand
ASEAN ECONOMIES Brunei, Cambodia, Indonesia, Laos, Malaysia, Myanmar, Philippines, Singapore, Thailand, Vietnam,
Australia and New Zealand
LATIN AMERICA Argentina, Bolivia, Brazil, Chile, Colombia, Ecuador, Mexico, Paraguay, Peru, Uruguay and Venezuela
CENTRAL AMERICA & THE CARIBBEAN Belize, Costa Rica, Cuba, Dominican Republic, El Salvador, Guatemala, Haiti, Honduras,
Jamaica, Nicaragua, Panama, Puerto Rico and Trinidad and Tobago
MIDDLE EAST & NORTH AFRICA Algeria, Bahrain, Egypt, Iran, Iraq, Israel, Jordan, Kuwait, Lebanon, Morocco, Oman, Qatar,
Saudi Arabia, Tunisia, United Arab Emirates and Yemen
SUB-SAHARAN AFRICA Angola, Botswana, Cameroon, Côte d’Ivoire, DR Congo, Ethiopia, Ghana, Kenya, Mozambique, Nigeria,
Rwanda, Senegal, South Africa, Tanzania, Uganda, Zambia and Zimbabwe
REAL SECTOR GDP per capita, Economic Growth, Consumption, Investment, Industrial Production, Unemployment Rate, Fiscal
Balance and Public Debt
MONETARY & FINANCIAL SECTOR Money, Inflation Rate, Policy Interest Rate and Exchange Rate
EXTERNAL SECTOR Current Account, Trade Balance, Exports, Imports, International Reserves and External Debt

PRICE FORECASTS FOR 34 COMMODITIES IN 4 MAIN GROUPS
ENERGY Brent Crude Oil, WTI Crude Oil, Coking Coal, Gasoil (European market), Gasoline (U.S. benchmark), Natural Gas, Thermal
Coal and Uranium
BASE METALS Alumina, Aluminium, Cobalt, Copper, Iron Ore, Lead, Molybdenum, Nickel, Steel (European and U.S. markets), Tin
and Zinc
PRECIOUS METALS Gold, Silver, Palladium and Platinum
AGRICULTURAL Cocoa, Coffee, Corn, Cotton, Palm Oil, Soybeans, Rice, Sugar, Wheat and Wool

SUBSCRIPTION & PRICING INFORMATION
For information on how to subscribe or to purchase individual reports, contact us at:
info@focus-economics.com
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