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Introduction

 Commodity prices have seen large fluctuations over the last 20 
years

 Significant challenges arise for large commodity exporters:
 re macroeconomic management, both on the fiscal and 

monetary areas, 
 especially for less developed economies

 There are no “silver bullets” for the problems created by these 
fluctuations

 It is interesting to review some of the major issues, and how some 
countries have tried to confront them
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Commodity price shocks are large but far from symmetric

 The size and timing of the shock can vary 
substantially

 Some countries had found ways to cope…

Source: Kohlscheen, Avalos and Schrimpf (2017) Source: Kohlscheen, Avalos and Schrimpf (2017)
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Shocks may trigger large FX adjustments…

 Correlations vary, sometimes as a result of 
unrelated and unexpected factors

 Exchange rates are more volatile for large 
commodity exporters

Source: Kohlscheen, Avalos and Schrimpf (2017)Source: Avalos (2014)
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…complicating the management of monetary policy

 Exchange rates shift jointly with 
commodity prices…

 … and the pass-through to domestic prices 
may create uncomfortable trade-offs

Source: Kohlscheen, Avalos and Schrimpf (2017) Source: Carstens (2019)
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Discussion

 The exchange rate is a core element of the nominal anchor in SOEs
 The behavior of the exchange rate can fundamentally affect the 

dynamics of inflation and the working of monetary policy
 Trade channel may not be as important as in the past for some 

countries (except “Dutch disease”)
 Financial conditions and economic activity

 How to take account of FX fluctuations in monetary policy?
 FX intervention
 Foreign reserves accumulation
 Macroprudential policy

 EMEs and CDDCs are rethinking their macroeconomic frameworks, 
both for fiscal (sovereign funds?) and monetary policy
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