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Highlights 

• Countries with a high weight of food in the CPI basket and a high oil intensity of the 

economy experience more sustained inflationary effects from commodity price shocks. 

• Better overall governance, greater central bank autonomy help anchor inflation 

expectations and reduce second-round effects. 

• However, the overall confidence in institutions seems more important than the 

presence of an inflation targeting regime. 

• When inflation is already relatively high, commodity price shocks have a 

substantially higher pass-through to domestic inflation. 

• Trade openness, financial development, dollarization, and labor market flexibility do 

not seem to significantly influence the way in which domestic inflation responds to 

international commodity price shocks. 

 

Abstract 

This paper relates the inflationary impact of commodity price shocks across countries 

to a broad range of structural characteristics and policy frameworks over the period 

2001–2010, using several approaches. The analysis suggests that economies with higher 

food shares in CPI baskets, fuel intensities, and pre-existing inflation levels were more 

prone to experience sustained inflationary effects from commodity price shocks. 

Countries with more independent central banks and higher governance scores seem to 
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