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1 Blog: Global Financial System Tested by Higher Inflation and Interest Rates, IMF,
11 April 2023, Link
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Rate hikes and financial stress

Financial strains have typically followed periods of elevated
inflation and rapid interest-rate increases.

US Federal funds rates and year-on-year CPl inflation
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Sources: Bloomberg Finance L.P., Federal Reserve History.
Note: Fed funds rate since 2008 depicts upper limit of the federal funds target range. I M F
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Substantial growth risks
There's a greater probability of slower growth because of
financial instability.

One-year-ahead world real GDP growth densities
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Sources: Bank regulatory filings, Bloomberg, and IMF staff estimates.
Note: The blue forecast densities are centered around the World Economic
Outlook forecasts for 2023.
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