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Wage equation Price equation Long-run inflation Short-run inflation
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equation equation

Endogenous varlables Endogenous varlables Endogenous varlables Endogenous varlables

Lagged values of Lagged values of Lagged values of Lagged values of

» Wage inflation = Price inflation + Long-run expected + Short-run expected

« Expected inflation . A . inflation N inflation

- Past unexpected Current and lagged == Eg

inflation values of Current and lagged Current and lagged
+ Wage inflation values of values of

+ Price inflation + Long-run expected
inflation

Exogenous varlables Exogenous varlables » Price inflation
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Figure 1. Ex ante: Deep Liquidity Trap
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Figure 5. Distribution of Central Bank Profits to the Government
{Average over 2019-2022)
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Mote: The central banks of the following countries were included (listed in alphabetical order):
Australia; Brazil; Canada; Denmark; United Kingdom; France, Germany, Greace; ltaly, Japan, Malta;
Mexico, New Zealand; Norway, Poland, Portugal;, Spain; Switzerland; United States.

Profits for all Euro area countries are calculated as distributable net profits plus risk provigion.
Source: IMF staff calculations based on audited financial statements of respective central banks.
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