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Recent Developments 
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CPI Inflation Trends 
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Contribution to CPI Inflation 
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Core Inflation Developments 

Core inflation measures mirrored more or less CPI inflation trends…albeit charting 

different paths. 
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Derived CPI Indicators 
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Inflation in Partner Countries 
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Aug-14 Inflation Expectations Survey 
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Inflation Expectations Mean Trend 
A Year Ahead 
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Quarterly Inflation Dynamics 

Uptick in CPI inflation on a quarterly and deseasonalized basis … 
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Real GDP Growth 

Highest quarterly growth since 2011 Q2 … Positive Output gap  
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Medium-Term Forecasts 

Based on the Bank’s FPAS Model 
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Key Points 

Inflation will gradually increase until end of 2015. 

 

Real GDP growth will maintain its momentum before 
stabilising at end of 2015. 

 

Consistent with this, liquidity conditions in the market 
must be tightened such that market interest rates 
ought to rise in 2015. 

 

Uncertainty for the forecast includes budgetary 
pressure and general elections. 
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Real GDP Growth Rate and Inflation 

advanced economies and emerging markets in the

remainder of 2014 and in 2015,

Source: IMF World Economic Outlook, October 2014. 

Growth for advanced and emerging market 

economies are expected to rebound in 2015.

Inflation is expected to remain mostly stable 

in 2015. 
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Commodity Prices 

Source: World Bank Commodity Markets Outlook.

Broad-based declines so far … expected to remain weak till 2015 
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Assumptions: Steady-state parameters 

   Domestic 

• Domestic inflation target: 4% 

• Potential output: 4% 

• Real exchange rate trend: -2% 

• Real interest rate trend: -1.25% 

    

Foreign 

• Inflation target (US & EMU) : 2% 

• Real interest rate trend: 0.5% 
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Assumptions: Near-term 

• The baseline projection assumes that the budget will take 
place in 2015Q1, departing from the traditional period of 
2014Q4.  
 

• It is assumed that food and non-alcoholic beverages would 
exert pressure on CPI, reflecting seasonal factors (climatic 
conditions) while the contribution of alcoholic beverages and 
tobacco to CPI would increase. 
 

• It is further assumed that housing, water, electricity, gas and 
other fuels will remain unchanged during 2014Q4, 
hypothesizing that prices of basic goods would remain 
unchanged.  
 

• Wage pressures might originate from various sectors with a 
looming trade union strike, asking for revised terms and 
conditions. 
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External Sector Assumptions 

Hike in US federal funds rate in line with closing output gap … appreciating US 

dollar and rise in US and euro inflation. 
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Inflation Forecast 

CPI Inflation fluctuates around the 3% mark in 2015Q1, before rising to about 5 

per cent by end of 2015 and then converging to about 4 per cent in 2016. 
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Real GDP Growth Forecast 

Growth is expected to maintain momentum, averaging 3.7% for 2015, thereby 

significantly closing the output gap 
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Market Interest Rate Forecast 

Consistent with the forecasts is a tightening of the monetary policy stance in  

2015 to contain inflationary pressures. 
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Thank you 


