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We discuss the recent central bank meetings and inflation prints 
around the world.              

• We think the Fed, the ECB, and BoE  are done hiking in this cycle. Meanwhile,  
we expect the BoJ to simultaneously remove the NIRP and YCC in January 
2024. 

• Inflation deceleration continues in the US, EA and UK. China's CPI is in 
deflationary territory. In Latin America, inflation prints were generally soft. 
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Central Bank Monitor
We think the Fed, ECB, and BoE  remain on hold through 1H24.  BoJ is expected remove 
YCC and NIRP  in January 2024.  The EM central banks in Asia are mixed: PBoC lowered 
the RRR, while there were tightening moves by the BI and Philippines Central Bank. In 
Latin America, the BCB and BCCh eased, while Banxico and BanRep held their policy 
rates steady. 

The Fed left the policy rate in a range of 5.25-5.50% on November 2. They referenced tight 
financial conditions, amongst other factors, as a reason to hold, with the full effects of 
monetary policy and tight financial conditions had yet to filter into the economy.  Since the 
meeting, financial conditions have softened, notably on the back of downside surprises in 
recent non-farm payrolls and CPI.   Our US team continues to see a soft landing for the 
economy, and expects the policy rate to be on hold into 2024, before the first  25bp cut in 
June 2024.  

Similarly, the ECB left policy rates on hold at 4.0% in their last meeting and is forecast to 
remain on hold as they grapple with a slowing economy.  In the previous meeting, no 
announcement was made on PEPP, and we expect forward guidance on PEPP investments 
to be adjusted in Jan-24, with tapering starting in April-24.

The BoE kept Bank Rate on hold at their last meeting, leaving rates at 5.25%. Recent 
inflation data in the UK affirms our call for a cutting cycle to begin in 2Q24 after inflation 
is sustainably below  4% at the core level. We expect active sales to end once the cutting 
cycle starts, although passive roll-off remains in place. 

The last BoJ  meeting saw a change in the flexibility of the conduct of YCC - 1% became a 
reference rather than ceiling.  The shift further affirms our earlier call  to  bring forward the 
expected timing to simultaneously remove the NIRP and YCC in January 2024 (with risk to 
December). Subsequent to the BoJ meeting, the government framed a fiscal package that 
should further support the inflation outlook in Japan.  While our team now expects the BoJ 
to raise the short-term policy rate from -0.1% to 0%, we only forecast a hike to leave zero 
interest rate policy in 3Q24.  

The RBA hiked the cash rate by 25bps to 4.35% at its November meeting, its first hike 
since June. This was in line with consensus and market pricing, which had moved sharply 
towards our view of a hike in recent weeks after a run of strong data.  Throughout the 
pauses we have consistently flagged the likelihood that the RBA would need to restart 
tightening, and we still think it is unlikely the RBA's tightening cycle is done, and we see a 
final hike to 4.60% in February. 

The Riksbank remained on hold in a close call, with forward guidance for another data-
dependent move. The Norges Bank remained on hold as well, re-affirming its guidance for 
a 25bp hike come December, while also explicitly noting the chance of a hold should 
inflation display downward momentum. We believe the Riksbank has reached its terminal 
rate at 4.0%, but see a hike in December by the Norges Bank. The BoC continues to hold 
the policy rate at 5.00%, and we see the BoC on hold with a tightening bias for an 
extended period.   

Over the course of 2024-25, China will aim to reflate its economy, which we expect will be 
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a more gradual process than 2016-17. On September 14,  the PBoC announced a 25bp cut 
in the reserve requirement ratio (RRR). This follows the cuts of 10-25bp in bank deposit 
rates and 15bps cut in one-year medium-term lending facility (MLF) rate in August, 
reflecting policymakers' effects to support the economy while protect banks' NIM. The 
Economic Works Conference in December will be an important signal for the easing path 
as the PBoC may also consider expanding use of quasi-fiscal tools (such as PBoC relending 
and PSL) as needed to support the economy. 

Under pressure from a stronger dollar and high global rates, BI surprised markets with a 
hike in October. However, we expect the  BI to hold at its meeting this week.  Philippine 
Central Bank resumed tightening in an off cycle move in late October, signaling follow 
through policy action to bring inflation back to target. However, the BSP did not hike 
further in November. The RBI remained on hold at its October meeting, and we only 
expect cuts to begin in 2Q24. The BoK remained on hold at its October meeting, and we 
expect a final hawkish hold at the November meeting.  

 On November 2, the BCB decided to cut rates by 50bp, to 12.25%, as expected, and  the 
communication had a neutral tone, in our view. Banxico kept rates unchanged at 11.25% in 
a unanimous decision on November 9, yet, there was a mildly softer message in the 
statement, suggesting that rates have to remain at this level for "some" time, versus 
previous communication suggesting a "prolonged" period. On October 30, BanRep left the 
policy rate unchanged at 13.25%. Although this was a split decision (5-2),  the statement 
contained a few dovish nuances, such as an emphasis in their dual mandate. Going 
forward, we expect 400bp cuts in 2024, and a further 175bp of easing in 2025. On 
October 26, the BCCh cut rates by 50bp to 9.00% in a unanimous decision, where the 
authorities   stressed concerns over volatile external financial conditions amid a strong US 
economy that translated into higher US rates.  

Following the NBP's pause at its November meeting, we now expect the central bank to 
keep its policy rate unchanged at the coming December and January meetings as fiscal 
uncertainty is likely to dissipate only in late January when the new government would 
have been formed and the 2024 budget bill passed by the Sejm. The NBH lowered its base 
rate by 75bp to 11.50% at its November meeting, in line with our expectations.  We 
continue to expect 75bp of rate cuts per month until mid-2024, when the base rate 
reaches 6.25%.  After a hold at the November meeting, we expect the CNB to deliver a first 
25bp rate cut to materialize on December 21 , with risks for a delay into February next 
year. We see an easing cycle continue with  back-to-back 25bp rate cuts in Q1. Defying 
consensus, the CBT raised rates 500bp to 40%, but signalled that it is close to the end of 
its hiking cycle. We see two further 250bp hikes in December and January, with a terminal 
rate of 45%. The SARB kept its policy rates unchanged at 8.25% this week, and we believe 
that the SARB prefers to maintain a tight policy stance until election risks pass.   We expect 
the BOI to keep its policy rate unchanged at its upcoming November 27 meeting, and to 
continue to rely on its other monetary policy tools to support economic and financial 
stability in addition to the increased fiscal support.
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Global Central Bank Summary

Exhibit 1: Summary of Central Bank Policy Views as of November 24, 2023 

Economy
Current Policy Rate 

(Last Change)

Next Meeting 

Date

End of Quarter Policy Rate Forecast 

(21Q1E to 25Q4E)

Next 

Expected 

Move

Timing of Next 

Expected Move

US 5.375% (N/A) 13-Dec-2023 -25bp

Jun-24

Euro Area 4.00% (N/A) 14-Dec-2023 -25bp

Jun-23

Japan -0.10% (N/A) 19-Dec-2023 +10bp

Jan-24

UK 5.25% (N/A) 14-Dec-2023 -25bp

May-24

Canada 5.00% (N/A) 6-Dec-2023 -25bp

Jul-24

Norway 4.25% (N/A) 14-Dec-2023 +25bp

Dec-23

Sweden 4.00% (N/A) 1-Feb-2024 -25bp

Jun-23

Australia 4.35% (+25 bps) 5-Dec-2023 +25bp

Feb-24

Poland 5.75% (N/A) 6-Dec-2023 -25bp

Mar-24

Czech Rep. 7.00% (N/A) 21-Dec-2023 -25bp

Dec-23

Hungary 11.50% (-75 bps) 19-Dec-2023 -75bp

Dec-23

Ukraine 16.00% (-400 bps) 14-Dec-2023 -100bp

Dec-23

Turkey 40.00% (+500 bps) 21-Dec-2023 +250bp

Dec-23

South Africa 8.25% (N/A) 25-Jan-2024 -25bp

3Q24

Egypt 19.25% (N/A) 21-Dec-2023 +200bp

1Q24

China 1.80% (N/A) End-Dec -10bp

1Q24

India 6.50% (N/A) 8-Dec-2023 -25bp

Jun-24

Korea 3.50% (N/A) 30-Nov-2023 -25bp

Jul-23

Indonesia 6.00% (N/A) 21-Dec-2023 -25bp

Jun-24

Brazil 12.25% (-50 bps) 13-Dec-2023 -50 bp

4Q23 (December 

13)

Mexico 11.25% (N/A) 14-Dec-2023 -50 bp 

2Q24 (Jun 27)

Chile 9.00% (-50 bps) 19-Dec-2023 -50 bp 

4Q23 (Dec 19)

Colombia 13.25% (N/A) 19-Dec-2023 -50 bp

4Q23 (Dec 19)

◆Historical ◆First Hike ◆First Cut ◆MS Quarterly Forecasts

G10

EM

CEEMEA

AXJ
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LatAm
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Source: National Central Banks, Haver, Morgan Stanley Research forecasts
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Forward Guidance and Balance Sheet Expectations

Exhibit 2: As of November 24, 2023
Forward Guidance

Current Policy Guidance Current Pace/Composition of Purchases Expectations for Balance Sheet Policy

G10

US

The minutes to the Nov 1 FOMC meeting shut the door harder on a Dec hike than Powell’s press 
conference (or the prior minutes) had. 
 
There was clear focus on “how long” to keep rates high, rather than how high to raise them. “In 
discussing the policy outlook, participants continued to judge that it was critical that the stance of 
monetary policy be kept sufficiently restrictive to return inflation to the Committee's 2 percent 
objective over time. All participants agreed that the Committee was in a position to proceed 
carefully….” 

We think the Fed reached the peak rate of this tightening cycle at 5.375% at the conclusion of 
the July 2023 FOMC meeting. Rent and other services inflation are slowing but remain elevated, 
which keeps the FOMC on extended hold. Chair Powell is focused on seeing a clear and 
convincing drop in inflation before beginning to normalize policy. In early 2024, slowing inflation 
and inflation expectations boost real rates, which provides further restriction in an already 
restrictive policy stance. 

We expect the Fed to hold policy at 5.375% until June 2024, when we expect a cutting cycle to 
normalize rates will begin: Holding rates steady for an extended period is an active policy 
decision that results in further increase in the real policy rate from 2.9% in 4Q23, to a peak of 
3.1% in 1Q24. June 2024 marks the first cautious step with a 25bp cut, followed by 25bp in 
September. In 4Q 2024 the Fed begins cutting 25bp every meeting as incoming data point to 
increasing slack. 

The Fed stepped up the reduction of its balance sheet from its prior 
caps ($30 billion for Treasuries, $17.5 billion for MBS) to their 
maximum ($60bn UST/$35bn MBS) on September 1.

A drop in the RRP to around US$500-750bn triggers Fed discussion 
of tapering around the time of the April meeting. At this time, Chair 
Powell can indicate the balance sheet is under discussion, with 
additional detail included in the minutes. At the June FOMC meeting 
when the Fed delivers the first cut, it can also indicate that it could be 
appropriate to begin QT in coming months. Communication at, and 
following the June meeting will likely center around the composition of 
tapering QT.

On the timeline for QT we expect, formal guidance on Policy 
Normalization, which outlines the Fed's plans for reducing the size of 
the balance sheet, should be released in July 2024.

In September 2024, the Fed begins to reduce the runoff caps on 
Treasuries by US$10bn per month, with tapering ending in February 
2025. We maintain the view that the Fed continues QT while cutting 
rates, as well as continues to reinvest mortgages into Treasuries

Euro Area

Following the interest rate hold in October, we think that the threshold for the ECB to deliver 
another hike is very high. Therefore, we think that the hiking cycle is over, with the terminal rate 
standing at 4%. Even though an explicit reference to conducting a re-assessment of the stance 
only at projection meetings was not stated in October, the clear relegation of a holistic 
discussion of changes to the outlook for growth and price stability to December confirm the view 
that rate changes outside of projection meetings are unlikely from here on. By the time of the 
December meeting, the ECB's forecasts are likely to show inflation comfortably at target in 2025, 
providing a further argument to stay put and start focusing on its balance sheet policy. We 
expect a first rate cut in June 2024 by 25bp. Rate cuts would go all the way down to 2.0% in 
September 2025.

At this point, the ECB is only fully reinvesting principal payments from 
maturing securities under PEPP, which are done on a flexible basis 
and are ending at the earliest at the end of 2024. Since March 1st 
2023, the ECB has started the APP quantitative tightening. Initially 
reinvestments are currently declined by EUR 15 bn per month 
between March and June 2023, amounting to circa 50% of 
redemption amounts in those four months. From July 2023, the ECB 
has stopped all reinvestments under APP.

No announcement on PEPP reinvestments policy was made in 
October, even though the accounts show that PEPP was brought up. 
We maintain our view that PEPP reinvestments will end before the end 
of 2024. We believe that the discussion and the change in forward 
guidance on the timing and magnitude of the PEPP tapering will take 
place at the January meeting, as the December meeting will be fairly 
crowded already with the new projections. If the announcement of the 
APP tapering can be taken as any indication, the ECB provided the 
market with a three-month lead before the start of the tapering. 
Therefore, we expect the start date of the tapering to be April 2024. 

Japan

The BoJ decided to further increase the flexibility in the conduct of the yield curve control (YCC) 
at the October Monetary Policy Meeting. While the BoJ kept the language of “around 0%” for 
10yr JGB yields, it decided to regard the upper bound of 1.0% as a "reference", rather than a 
strict upper limit. The previous stance was 0.5% as the reference and 1.0% as the strict upper 
limit. The BoJ maintains a quantitative guidance on the monetary base such that “[the Bank will] 
continue expanding the monetary base until the year-on-year rate of increase in the observed 
consumer price index (CPI, all items less fresh food) exceeds 2 percent and stays above the 
target in a stable manner". That said, this applies to a long-term trend of the monetary base, and 
the BoJ allows its temporary decline. 

The BoJ purchases JGBs flexibly to keep 10-yr JGB yields so that it 
satisfies their new criteria modified at the October MPM. The BoJ 
decided to regard the upper bound of 1.0% as a "reference", rather 
than a strict upper limit. The Bank will determine the offer rate for fixed-
rate purchase operations each time, taking account of "market rates 
and other factors". In other words, the BoJ allows 10yr JGB yields 
edging up slightly above 1%. For other assets, the BoJ purchases 
equity ETFs and J-REITs with upper limits of ~12tn yen and ~180bn 
yen, respectively. For the BoJ’s CP/corporate bonds purchases, they 
will gradually shrink from current levels back toward pre-Covid levels 
(CP ~Y2trn, corporate bonds ~Y3trn) from Apr 2022.

Under the monetary base commitment, the BoJ's balance sheet size 
will be maintained in a range. While the BoJ regard the upper bound 
of 1.0% of 10yr JGB yield as a "reference", it still does not allow a 
sharp increase in the yields and it steps up operations if needed. The 
pace of JGB purchases depends on market conditions under YCC. 

UK

The BoE continues to note that i) rates are in restrictive territory and that ii) they are attentive to 
signs of inflation persistence, and can act if those accelerate. That said, recent MPC 
communication clearly flagged preference of a “higher for longer” stance, rather than a “hike 
now, cut later” policy approach. We expect the “higher for longer” messaging to remain in place 
over the next few months, as the implementation of cuts next year was carefully pushed back. 

There were no new announcements regarding QT, as the BoE’s target 
for next year includes an increase to £100bn from October 2023 until 
September 2024. The reduction in the stock of UK government bond 
purchases will be decomposed in £50bn of passive roll-off and £50bn 
of active sales.

We remain sceptical that active QT can continue when the BoE 
eventually cuts rates next year; passive roll-off will probably continue. 
We don’t see any shifts in active sales from longs towards shorts and 
mediums despite the rise in term premia, as Deputy Governor 
Ramsden reiterated the importance of predictability behind the 
implementation of QT.

Canada

"The Bank of Canada (BoC or The Bank) left its policy rate unchanged at 5.00% at its October 
meeting. The hold was in light of "growing evidence that past interest rate increases are 
dampening economic activity and relieving price pressures". Given this, we believe the Bank will 
continue to opt for the "higher-for-longer" approach. We maintain our call for the key 
benchmark rate to remain at 5.00% for the rest of 2023. We expect the Bank to remain on hold 
at 5.00% until 3Q24 where we expect the first 25bp cut. The BoC cuts by an additional 75bp to 
end 2024 at 4.00%. Confident that inflation is moving steadily towards target, the BoC cuts by an 
additional 150bp to reach 2.50% in 3Q25. 

Governor Macklem spoke last week where he stated that the Bank may have done enough to 
tame inflation, reinforcing market expectations that the current rate of 5.00% is the peak of the 
current tightening cycle. Macklem noted that the economy is expected to remain weak over the 
next few quarters, noting that there is more downside for inflation ahead, as the previous hikes 
continue to make their way through the economy.

Despite this, Macklem still leaned into the Bank’s hawkish bias by reiterating that the bank is still 
prepared to raise rates once again “if high inflation persists”. This comes as we still note that 
despite the decision to keep the policy rate unchanged at the October meeting, and our 
expectation that 5.00% is the peak of this tightening cycle, the Bank (still) maintains its hawkish 
bias in its monetary policy stance. Policymakers are "concerned that progress towards price 
stability is slow and inflationary risks have increased". The Bank stated that though it continues 
to be focused on inflation expectations, wage growth, corporate pricing behavior, and supply 
and demand balances, the Bank wants to ""see more downward momentum in core inflation" to 
ensure that inflation is moving towards target.

Maturing Government of Canada bonds on the Bank’s balance sheet 
are no longer being replaced and, as a result, the size of the balance 
sheet is declining over time.

We expect the BoC to begin phasing out QT concurrently with the first 
rate cut in July 2024, and continue until mid-2025, when settlement 
balances reach the Bank's target of somewhere between C$20bn-
C$60bn or ~1-2% of GDP. At that point, the Bank will start buying 
assets again as part of its regular balance sheet management 
process.

Norway

Norges Bank kept its policy rate on hold at the November meeting, in line with expectations. In a 
brief statement, Norges Bank confirmed its previous forward guidance, stating that one more 
hike of 25bp in December is likely. We continue to see the terminal rate being reached in 
December, at 4.5%. The elevated wage and inflation expectations are likely to remain prominent 
in deliberations in December, and Norges Bank should deliver the final hike, erring on the side 
of caution to prevent a re-acceleration of inflationary pressures next year. The October print 
showing a further sharp slowdown in core inflation momentum poses a clear risk to our call. The 
economy is resilient and the labour market remains tight, providing Norges Bank with sufficient 
space to make one final move, before signalling a 'higher for longer' stance. We pencil in the 
first 25bp cut in 3Q24, as inflation begins to return to target within the projection horizon and 
wage negotiations are completed. We see the rate at 3.00% at the end of 2025.

N/A N/A

Sweden

The Riksbank remained on hold at the November meeting, leaving the policy rate at 
4.0%.However, it seems that the decision was not easy. The forward guidance was tweaked 
from rates "could be raised further" to "prepared to raise further if the prospects for inflation 
deteriorate". The peak of the projected policy rate path remained unchanged at 4.10%, 
indicating a ~30% chance of a hike in early 2024. However, we think that the bar to hike after 
today has increased, and the forcefulness of the forward guidance has weakened a bit. As long 
as CPIF-ex energy prints come in line with Riksbank forecasts, which are broadly in line with 
ours, and show weakening of momentum, we think that the Riksbank is done and 4.0% is the 
terminal rate. The fact that DM peers have also completed their hiking cycles should exert less 
pressure on the krona too. We expect the first cut to be in June 2024, aligned with our call for 
the ECB cutting cycle.

From September, the pace of the sale of nominal and real government 
bonds with longer maturities was accelerated to SEK 5.0 billion. The 
auctions of the Riksbank's sale of government bonds have been 
heavily oversubscribed. For example, the last auction on November 17 
saw bid volume at SEK 6.15 billion, while volume sold was only SEK 
2.1 billion. Hence, there is ample demand in the market for an 
accelerated pace. 

The Riksbank pre-announced that a decision for accelerated active 
sales under QT could be made at the meeting in January (announced 
on February 1), in line with our expectations. We expect another 
acceleration by SEK 1.5 billion, i.e., from SEK 5.0 billion to SEK 6.5 
billion per month. The move to provide additional support for the krona 
would then come in the month when we expect the Riksbank to be on 
hold, because the terminal rate has been reached and as February 
will be a non-forecast meeting.

Australia

At its November meeting the RBA noted that whether further tightening of monetary policy is 
required to ensure that inflation returns to target in a reasonable timeframe will depend upon the 
data and the evolving assessment of risks. In making its decisions, the Board will continue to pay 
close attention to developments in the global economy, trends in domestic demand, and the 
outlook for inflation and the labour market. 

The RBA ceased QE purchases in February 2022 and are allowing 
the bonds to mature without reinvestment, passively shrinking the 
balance sheet

The RBA has floated that they will consider the possibility of outright 
bond sales at some point in the future. We think this is most likely to 
occur in early 2024, after the initial tranche of TFF expiry in 
September and maturity of Nov-23 bond holdings

EM*

CEEMEA

Poland

We interpret NBP's November on-hold rates decision as a pause, to allow for uncertainty to 
dissipate and the new government to pass the 2024 budget bill. We think that this is most likely to 
happen by the end of January and thus now see the next two meetings resulting in on-hold 
decisions. Yet, with inflation decelerating further into 1Q24 to around 5%Y, we expect the NBP 
to resume a more gradual easing cycle, most likely at the March core meeting. Further down the 
road, we now expect the NBP to deliver 25bp of cuts in each quarter of 2024, lowering its key 
policy rate to 4.75% against our previous forecast for 4.50%. Risks to our call are now tilted 
toward the NBP remaining on an extended pause for most of 2024, depending on the new 
government's decisions on regulated prices.

Poland has reduced significantly its QE purchases in 3Q21 and 
removed its guidance on future purchases. 

We expect the NBP to keep to stock of purchased assets constant.

Czech Rep.

Today's CNB  November rates decision was more cautious than we and consensus expected. 
Yet, we continue to expect a 25bp rate cut in December for the policy rate to end the year at 
6.75%. While the macro data suggest that easing has become appropriate, the risk-
management approach of most MPC members remains the preferred approach, for now. 
Looking ahead, we still see a gradual easing cycle in early 2024, with back-to-back 25bp rate 
cuts in February and March 2024. Yet, with inflation stabilising within the tolerance band in mid-
2024, we see the case for bigger 50bp cuts at the May and June meetings, followed by another 
series of 25bp cuts, to bring the key policy rate to 4.50% at the end of 2024. Risks to our call 
remain skewed to an even further delay of the beginning of the easing cycle into 1Q24, 
depending on MPC members' risk perceptions of the inflation outlook.

No QE policies currently in place N/A

Hungary

NBH's November rates decision and forward guidance were in line with our expectations. Thus, 
we continue to expect the NBH to proceed with a steady easing cycle of 75bp rate cuts at each 
of its monthly meetings until mid-2024 for the base rate to reach 6.25% in 2024. Yet, we see 
downside risks to the NBH's year-end inflation expectations for about 7%Y as we currently 
forecast the December CPI print to come out at 6.3%Y. Moreover, we expect the current 
account to improve more and GDP growth to be weaker than the central bank's forecast for 
2024. Consequently, we still see risks to our rates call as being skewed towards a speedier 
100bp of rate cuts per month in 1Q24. Yet, these risks would highly depend on the level of global 
growth uncertainty, and less volatile market conditions.

The NBH has stopped QE purchases in 4Q21
We see the NBH keeping the stock of purchased assets constant but 
the central bank might carry out occasional purchases as a response 
to market instability. 

Ukraine

All MPC members are seeing the possibility to ease the interest rate policy further, provided that 
market participants can successfully adjust to the new FX regime and that there is no noticeable 
deterioration in the balance of risks. Most MPC members expect that the key policy rate will be 
cut by 100bp, down to 15%, in December, and that other NBU rates for transactions with the 
banks will be adjusted accordingly. In contrast, several MPC members think that prerequisites 
have already been met for a more significant reduction of 200bp in the key policy rate and other 
rates for the NBU’s transactions with the banks.

No QE policies currently in place N/A

Turkey

Following its surprise 500bp hike in November,  MPC signalled a slowdown in the pace of hikes 
and completion of the tightening cycle in a short period of time. The MPC pledged to maintain 
tight monetary policy for as long as is needed to ensure sustained price stability. We see two 
more hikes of 250bp in December and January to 45%, and the policy rate staying at 45% until 
at least through 2Q24. 

Egypt

The CBE left the deposit rate unchanged at 19.25% on November 2 on the back of slowing core 
inflation. The CBE stated that it will continue to assess the cumulative impact of previous 
tightening steps, with 11pp hikes since the beginning of 2022. Given the rise in interest 
payments as a share of tax revenues, we think that the CBE will save the space for rate hikes for 
when it adjusts the currency, which we think will take place after the December elections, likely 
in 1Q24

South Africa

Monetary policy is firmly in restrictive territory, the cycle is at an advanced stage and projected 
inflation is within the target range. Our base case is for an extended period of higher for longer 
rates, followed by some easing in 2024. No QE policies currently in place

The SARB has switched from a classical shortage type system to a 
surplus floor system for monetary policy. Interest on reserves will 
require a corresponding build up of assets on the other side of the 
balance sheet. In time, we believe this could take the form of FX 
reserves and government bonds. 

AXJ

China PBoC will ensure sufficient liquidity to facilitate additional issuance of government bonds related 
to budget expansion and central-local bond swaps, by RRR cut or net injection via MLFs.

No QE policies currently in place N/A

India

The RBI’s policy meeting in October maintained status quo on policy rates, for the fourth 
consecutive time. The policy statement restated its commitment to achieving the 4% inflation 
target, while simultaneously remaining watchful of growth. As such, it asserted to remain data 
dependent to guide future policy action. The MPC retained the stance of withdrawal of 
accommodation with a 5:1 vote (Prof Varma dissenting), such that "inflation progressively aligns 
with the target, while supporting growth."

The RBI remains steadfast in using liquidity management as a policy 
tool to facilitate price and financial stability. As such, the RBI voiced 
nimbleness for managing liquidity with possibility of OMO (g-sec) sales 
if the situation warrants. Additionally, it reinforced its stance to 
maintain adequate liquidity in the system to meet the productive needs 
of the economy. In our view, the focus will be to ensure the overnight 
interbank call rate remains at or above the repo rate. 

With fast paced normalization in liquidity, the RBI’s balance sheet as a 
share of GDP has reached close to pre-pandemic levels. 

Korea

We expect a hawkish-hold by the BoK on 30 Nov, last policy meeting of the year. It will be 7th 
meeting of unanimous decision to hold as concerns about inflation and a rebound in household 
debt should keep the members guarded this time. We expect minimal change to growth forecast 
but upward revision on inflation forecast for this year and next year. We not this is based on 
mark-to-markeintg basis rather than a stance shifting towrads more hawkish camp. Going 
forward, changing backdrop should make it less conducive to stay hawkish longer. We see the 
BoK turning neutral in 1Q24, dovish in 2Q24, and cutting in 3Q24. 

Indonesia

After the surprise rate hike in Oct, the central bank opted to pause at its Nov meeting, in line with 
market and our expectations. The Oct rate hike was meant to help stabilise the currency, and 
with the currency having appreciated since early Nov, there was no impetus for further rate 
hikes. We dont expect further rate hikes and we do think that as we get confirmatory signals of 
looming Fed rate cuts, this will help open the door for Bank Indonesia to also start cutting rates, 
with our baseline expectations of this materialising around June-24

No QE policies currently in place The burden sharing scheme came to an end at the end of 2022.

LatAm*

Brazil

In a unanimous decision, the BCB kept the easing cycle pace at 50bp in the November meeting. 
The communication had a neutral tone. Board members unanimously anticipate further 
reductions of the same magnitude (50bp) in the next meetings, meaning in the December and 
January meetings. However, policymakers stated that “in light of the international environment, 
the current conjuncture is more uncertain than usual, requiring caution on the conduct of 
monetary policy”, which opens the possibility for a deceleration of the easing cycle pace if the 
environment deteriorates by the March meeting.The committee also reinforced the need to 
persist on a contractionary monetary policy until disinflationary process consolidates and 
inflation expectations anchor around the target. The BCB highlighted the importance of the 
execution of the fiscal targets already established to anchor inflation expectations.

No QE policies currently in place N/A

Mexico

Banxico continues to hold rates constant, but the recent communication suggest a dovish 
pivot. The Minutes from the November 9 meeting showed a majority of the board hinting very 
clearly on the need to cut nominal rates in 1Q24 to avoid a further tightening of monetary policy. 
Only one member (only hawkish member left it seems) was more vocal on risks to the outlook 
including stronger growth, worsening fiscals, a positive output gap, and a Fed that might keep 
rates high for longer. We favor this view of a still complex outlook with core services likely 
remaining persistent on the back of a strong economy. 

No QE policies currently in place N/A

Chile

Policymakers decided to cut rates by 50bp to 9.00% in a unanimous decision. One more time, 
the decision was against consensus (-75bp). This is another reduction in the pace of cutting, 
having started the cycle with a 100bp cut in July, followed by a 75bp cut in September. The 
more cautious outcome was a product of concerns over "volatile external financial conditions" 
and the "9% CLP depreciation since the previous meeting". We now expect BCCh maintaining 
the 50 bp pace in the near term, though core inflation could be undershooting and this could 
bring larger cuts back to the table. 

No QE policies currently in place N/A

Colombia
After peaking  in March, inflation has decelerated (core and non-core), but remains very high. 
Meanwhile, economic activity has decelerated, making the board's broad view of a growth 
slowdown relevant. We expect the easing cycle to start in 4Q23. 

No QE policies currently in place N/A

*Additional easing can be provided via quantitative and/or quasi-fiscal tools in China

Balance Sheet

Source: Morgan Stanley Research
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Inflation Monitor
US CPI inflation declined again,  driven by core goods; headline inflation in the euro 
area fell due to sharp declines in energy. China's CPI print was in deflationary territory. 
Inflation prints were moderate across Latin America. 

October CPI prints were soft in the US, Canada, euro area, and  UK. In Australia, headline 
inflation rose on the back of housing inflation. 

• In the US,  the October CPI came in below expectations. Core CPI increased 
0.23%M (annual rate 4.0%Y), driven by the continuing deflationary trends in core 
goods. Core services inflation moved lower as well. The main drivers of the change 
were disinflation in housing, new cars (-0.09%M) and used cars (-0.8%M). Headline 
inflation was soft at 0.0%M (0.045%M unrounded), down from 0.4%M in 
September, and was largely driven lower by energy prices. 

• In the euro area, the headline HICP in October was softer than expected at 2.9%Y, 
declining by 140bp relative to September. This was the lowest print since July 
2021. This was largely driven by relatively food (7.5%Y from 8.8%Y in September) 
and energy( -11.1%Y from -4.6%Y in September) . The deceleration in core goods 
and services continued, and core inflation declined to 4.2%Y (from 4.5%Y in 
September).  

• In the UK, the October  CPI print was soft at 4.6%Y (relative to 6.7%Y in 
September), and the sizeable drag in energy contributed to much of the decline (-
15.7%Y relative to -0.2%Y in September). Core CPI inflation fell to 5.7%Y, down 
from 6.1%Y in September. The decline in core services was due to the drag from 
used  car prices, hotel prices, health insurance, and the sharp drop in core services 
ex-admin prices & rent. Core goods also continued to be soft, with used car prices 
collapsing in particular.  

• In Japan, headline inflation in October (3.4%Y) has been driven by energy and food 
inflation due a sharp rise in import prices on a yen basis. The recent rise in inflation 
of core goods also reflects the lagged impact from higher import prices. Although 
Japan’s import prices peaked in 3Q22, they would continue to support core goods 
inflation in 1H23, and we expect that their impact will start to wane gradually in 
2H23. Inflation in overall services reached around 2%Y mainly due to those that 
use import raw materials, such as dining-out and home renovations. Housing rent 
remains at around 0%Y in the CPI stats.  

• In Australia, headline CPI increased 1.2%Q (5.4%Y) in the Q323 print. There was 
sequential acceleration in the trimmed mean CPI, at 1.2%Q (relative to 1.0%Q in 
2Q23). There was easing in core goods (from 6.2%Y to 4.7%Y) and core services 
(6.8%Y to 6.3%Y). While housing has been a  contributor to inflation, there are still 
significant and temporary drags from government subsidies. These include 
electricity rebate, new childcare services and Commonwealth rent assistance, and 
are contributing to  temporarily  lowering headline inflation momentum. 

• In Canada, the headline inflation fell to 3.1%Y in October (3.8%Y in September). 
This was primarily due to lower gas and energy prices. Further, the average of the 
three-month SAAR of both the trim and median core inflation rates – a key 
measure followed by the Bank – fell to 2.96% in October, reaching its lowest point 
since March 2021. However, offsetting the decline in price pressures on the month 
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was an increase in services prices, led by shelter and travel prices, which rose at a 
faster pace in October relative to September

Slowing travel and falling food prices pushed China's CPI into deflationary territory; food 
prices in India contributed to a stronger than expected CPI in India. 

• China's CPI fell to -0.2%Y (versus 0%Y in September), driven by monthly declines 
in food, core goods and services. Slowing travel contributed to the core CPI (0.2% 
MoM) being at its lowest level since the reopening. Measures of travel such as 
domestic operated flights and hotel occupancy showed softness relative to 
September.    

• In India, the headline CPI edged down to 4.9%Y, somewhat higher than 
expectations. The reversal in vegetable prices, relative to September levels, led to 
CPI gaining 0.1% MoM in October vs. -1.1% MoM in September. Core CPI (ex food, 
fuel) softened to 4.3%Y in October from 4.6%Y in September. 

• In Korea, the October headline CPI rose to 3.8%Y from 3.7%Y. However, as the 
sequential monthly pace of inflation continued to decline, we see this as a 
temporary rise rather than a trend-rise across the basket. Meanwhile, core inflation 
slowed to 3.2% Y from 3.3%Y in September. Personal service inflation has been 
sticky, hovering around 4%-level, and remains a concern.

Inflation decelerates in Turkey but remains elevated.  Poland and Hungary experience broad-
based disinflation.  

• In Turkey, the October CPI inflation was 3.4%M and 61.4%Y. Monthly inflation 
momentum has declined due to waning effects of tax hikes, FX and wage 
adjustments, but remains high. While headline CPI declined slightly compared to 
September (61.5%Y), core inflation (C-index) increased by 0.8pp to 69.7%Y. This 
was mainly driven by the rise in services inflation (to 88.6%Y from 86.5%Y) while 
core goods inflation declined slightly (to 53%Y from 53.2%Y). 

• Poland's October CPI print came out at 6.6%Y, down from 8.2%Y in September. 
The main driver of the disinflation was food inflation, which dropped significantly 
to 8.5%Y from 10.4%Y in September. Housing-related energy and fuels inflation 
were also a drag to inflation, decelerating to 8.3%Y and -14.4%Y from 9.9%Y and -
7%Y respectively. Core inflation eased to 8%Y against 8.4%Y in September.

• In the Czech Republic, October inflation was  8.5%Y, up from 6.9%Y in September 
on the back of unfavorable base effects in housing-related energy prices. Apart 
from the unfavorable base effects, food inflation continued to ease, now standing 
at 3.7%Y against 6.0%Y in September. Core inflation decelerated further and 
reached 4.2%Y against 5.0%Y in September.

• Hungary's October CPI came out at 9.9%Y, showing further deceleration from 
12.2%Y in September. The deceleration was broad-based, as food, housing-related 
energy and fuels all decelerated relative to September prints. Core inflation, 
including processed food also fell, from 13.1%Y in September  to 11%Y in October.

Inflation continues to moderate in Latin America. 

• In Mexico, disinflation continues to show in the 2H/Oct 2023 data. Headline CPI 
was down to 4.25%Y (4.27% in 1H/Oct) and core moderated to 5.46%Y (5.54% in 
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1H/Oct). Core services continued to post pressures, with the bulk centered around 
tourism. Other services ex tourism also saw some pressures. 

• In Colombia, CPI moderated to 10.5%Y in October, compared to 10.99%Y in 
September. Core CPI showed sequential disinflation (0.2% m-o-m in October, 
versus 0.4% m-o-m in the previous month). The muted numbers were driven by 
negative monthly prints in durable goods; core services were also soft due to 
lower owner's equivalent rent. 

• In Chile, headline and core CPI continued to moderate. Headline print was 5.0%Y 
(5.1% in September), while core was 6.5%Y, relative to  6.6%Y in the previous 
month. Core services were muted (0.1% m-o-m), reflecting anemic domestic 
demand, and core goods were deflationary at the margin. Pressures on headline 
were mostly driven by non-core items such as food and energy, which were in turn 
pressured by FX and oil prices. 

• In Brazil, the October IPCA decreased to 4.8%Y, relative to 5.2%Y in September. 
The bulk of the downside surprise came from  health (4bps) and transportation 
(3bps). Seasonally adjusted  core average inflation decelerated to 0.2% m-o-m, 
from 0.30% m-o-m in September. Among non-core items, food is back to 
inflationary territory for the first time since May, pushed by fresh produce in 
general and beef. 

Exhibit 3: Inflation continues to decline globally
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Global Inflation Outlook Table

Exhibit 4: Global Economics Inflation Forecast Profile (as of November 24, 2023)

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q

Global* 5.0 6.3 6.7 6.2 5.4 3.9 3.5 2.8 2.7 2.8 2.5 2.6 2.3 2.3 2.4 2.5 6.0 3.9 2.6 2.4

G10 6.3 7.7 8.1 8.0 6.6 5.0 4.3 3.3 2.8 2.6 2.3 2.1 2.1 2.0 2.0 2.0 7.5 4.8 2.5 2.0

US 8.0 8.6 8.3 7.1 5.8 4.1 3.6 3.1 2.5 2.4 1.9 1.8 1.9 2.0 2.1 2.1 8.0 4.1 2.1 2.0

Euro Area 6.1 8.0 9.3 10.0 8.0 6.2 5.0 3.1 2.8 2.6 2.2 2.1 2.0 2.0 2.0 2.0 8.4 5.6 2.4 2.0

Japan 0.9 2.4 2.9 3.9 3.6 3.3 3.2 3.2 3.1 3.5 3.6 2.7 2.5 2.0 1.4 1.2 2.5 3.3 3.2 1.8

UK 6.2 9.2 10.0 10.8 10.2 8.4 6.7 4.3 3.7 2.5 2.6 2.3 1.9 1.8 1.8 1.8 9.0 7.4 2.8 1.8

Canada 5.8 7.6 7.1 6.6 5.2 3.5 3.7 3.4 3.2 2.9 2.4 2.2 2.2 2.1 2.0 2.1 6.8 3.9 2.7 2.1

Norway 3.8 5.8 6.7 6.6 6.6 6.5 4.5 4.3 4.4 3.8 3.6 2.5 2.5 2.1 2.2 2.2 5.8 5.5 3.6 2.3

Sweden 4.7 7.4 9.7 11.6 11.4 9.8 7.7 5.5 4.7 4.0 3.0 2.5 2.4 2.1 2.3 2.2 8.4 8.6 3.6 2.3

Australia 5.2 6.1 7.3 7.8 7.0 6.1 5.3 4.3 3.8 3.6 3.4 3.2 3.1 2.9 2.9 2.8 6.6 5.7 3.5 2.9

EM* 3.9 5.1 5.4 4.8 4.4 2.9 2.8 2.4 2.7 2.8 2.6 2.9 2.6 2.5 2.7 2.8 4.8 3.1 2.8 2.7

CEEMEA* 6.2 8.6 10.4 11.2 11.1 8.6 6.2 4.6 3.7 3.7 3.9 4.1 3.8 3.7 3.6 3.4 9.1 7.6 3.9 3.6

Poland 9.6 13.9 16.3 17.3 17.0 13.1 9.7 6.6 5.5 5.7 6.0 5.9 4.8 4.3 3.8 3.3 14.3 11.6 5.8 4.1

Czech Rep 11.2 15.8 17.6 15.7 16.4 11.2 8.0 7.5 2.3 1.9 1.8 2.5 2.8 2.6 2.3 1.9 15.1 10.8 2.1 2.4

Hungary 8.2 10.6 16.5 22.7 25.4 21.9 15.4 8.1 4.8 5.1 4.8 5.1 4.4 4.0 3.9 3.4 14.5 17.7 4.9 3.9

Ukraine 11.5 18.6 23.5 26.6 24.0 15.3 9.0 5.3 5.3 5.7 7.2 8.8 9.0 9.4 9.3 9.1 20.0 13.4 6.8 9.2

Turkey 54.8 74.1 81.1 77.4 54.3 40.4 56.2 63.9 66.8 71.7 52.6 44.0 37.7 33.9 31.1 28.8 72.3 54.2 57.1 32.6

South Africa 5.8 6.6 7.7 7.4 7.0 6.2 5.0 5.2 4.9 4.8 4.7 4.4 4.8 4.9 5.0 5.1 6.9 5.8 4.6 4.8

Saudi Arabia 1.6 2.3 2.9 3.1 3.0 2.7 2.0 1.5 1.9 1.8 2.1 2.3 2.1 2.1 2.2 2.2 2.5 2.3 2.0 2.2

Egypt 5.9 5.9 8.8 13.2 14.4 18.8 30.2 33.0 37.3 35.8 30.8 29.0 26.9 25.7 19.8 16.3 8.5 24.4 32.9 21.8

Israel 3.4 4.2 4.8 5.2 5.2 4.6 3.8 3.6 3.0 2.6 2.4 2.0 1.8 1.9 2.0 2.1 4.4 4.3 2.5 2.0

AXJ 2.8 3.9 4.3 3.5 3.2 1.8 2.0 1.7 2.2 2.5 2.2 2.6 2.2 2.2 2.5 2.7 3.6 2.2 2.4 2.4

China 1.1 2.2 2.7 1.8 1.3 0.1 -0.1 -0.1 0.7 1.1 1.2 1.5 1.1 1.2 1.6 1.9 2.0 0.3 1.1 1.5

India 6.3 7.3 7.0 6.1 6.2 4.6 6.4 5.1 5.5 5.7 3.9 5.3 4.7 4.7 4.9 4.9 6.7 5.6 5.1 4.8

Hong Kong 1.5 1.5 2.7 1.5 1.9 2.0 1.9 1.7 1.8 2.0 2.1 2.0 1.9 2.0 2.3 2.6 1.8 1.9 2.0 2.2

Korea 3.8 5.4 5.9 5.2 4.7 3.2 3.1 3.2 2.9 2.5 2.3 2.4 2.0 1.9 2.1 2.0 5.1 3.5 2.5 2.0

Taiwan 2.8 3.5 2.9 2.6 2.6 2.0 2.4 2.8 2.4 2.3 2.1 2.1 2.2 2.0 1.9 2.2 2.9 2.3 2.3 2.1

Singapore 4.6 5.9 7.3 6.6 6.2 5.1 4.1 3.9 3.3 2.9 2.6 2.0 2.0 2.1 1.9 2.0 6.1 4.8 2.7 2.0

Indonesia 2.3 3.8 5.2 5.5 5.2 3.9 2.9 2.5 2.9 2.8 3.0 3.2 2.8 2.6 2.5 2.7 4.2 3.6 3.0 2.7

Malaysia 2.2 2.8 4.5 3.9 3.6 2.8 2.0 2.0 2.4 2.5 2.5 2.2 2.2 2.0 1.8 1.9 3.4 2.6 2.4 2.0

Thailand 4.7 6.5 7.3 5.8 3.9 1.1 0.5 1.2 1.3 2.1 2.0 1.3 2.0 1.8 1.9 1.8 6.1 1.7 1.7 1.9

Philippines 8.0 7.5 7.7 7.1 8.3 6.0 5.4 4.7 3.5 5.9 5.9 4.8 3.7 3.6 3.3 3.0 7.6 6.1 5.0 3.4

LatAm* 9.0 10.1 9.2 8.0 7.4 5.8 5.4 5.2 4.8 4.4 4.4 4.3 3.8 3.7 3.4 3.3 9.1 5.9 4.5 3.6

Brazil 10.7 11.9 8.7 6.1 5.3 3.8 4.6 4.8 4.4 4.0 4.4 4.3 4.0 3.8 3.6 3.5 9.3 4.6 4.3 3.8

Mexico 7.3 7.8 8.5 8.0 7.5 5.7 4.6 4.5 4.5 4.4 4.2 4.2 3.6 3.6 3.1 3.0 7.9 5.5 4.3 3.3

Chile 8.3 11.5 13.6 13.0 11.8 8.7 5.6 4.5 3.3 2.9 3.0 3.0 3.2 3.6 3.7 3.3 11.6 7.6 3.1 3.5

Colombia 7.8 9.3 10.8 12.6 13.3 12.4 11.4 9.8 7.8 6.7 6.0 5.2 4.3 3.8 3.4 3.3 10.2 11.7 6.4 3.7

Argentina 52.7 60.9 77.5 91.7 101.9 112.9 125.4 162.5 255.2 283.6 259.6 191.1 100.3 62.7 46.6 41.6 72.4 130.4 237.5 57.7

Core Inflation (%Y)

Global (G4+Selected EM) 3.5 3.8 3.8 3.9 3.9 3.7 3.4 3.0 2.5 2.3 2.2 2.2 2.2 2.2 2.2 2.2 3.8 3.5 2.3 2.2

G4 3.8 4.2 4.6 4.9 5.0 5.0 4.5 3.8 3.1 2.5 2.4 2.2 2.1 2.1 2.1 2.0 4.4 4.6 2.5 2.1

US (core PCE) 5.5 5.2 5.2 5.1 4.8 4.6 3.9 3.4 3.0 2.6 2.6 2.4 2.3 2.2 2.2 2.1 5.2 4.2 2.7 2.2

Euro Area 2.6 3.7 4.4 5.1 5.5 5.5 5.1 3.9 2.8 2.3 2.1 2.1 2.0 2.0 2.0 2.0 3.9 5.0 2.3 2.0

Japan^ -0.9 0.9 1.5 2.8 3.5 4.2 4.3 3.9 3.3 2.5 1.9 1.7 1.7 1.8 1.8 1.6 1.1 4.0 2.3 1.7

UK 5.1 6.0 6.3 6.4 6.1 6.9 6.4 5.5 4.6 3.2 2.8 2.4 2.2 2.1 2.1 2.0 5.9 6.2 3.2 2.1

Selected EM 3.2 3.3 3.0 2.8 2.7 2.2 2.2 2.0 1.9 2.0 2.1 2.3 2.3 2.3 2.4 2.5 3.0 2.3 2.1 2.4

China 1.1 0.9 0.7 0.6 0.8 0.6 0.8 0.7 0.7 0.9 1.0 1.2 1.2 1.2 1.4 1.5 0.9 0.7 1.0 1.3

India 6.3 6.6 6.2 6.3 6.2 5.2 4.8 4.4 4.0 3.9 4.3 4.5 4.5 4.6 4.7 4.6 6.3 5.1 4.2 4.6

Brazil 9.3 11.2 10.6 9.0 7.7 5.6 5.2 5.1 5.1 4.3 3.9 3.6 3.5 3.3 3.3 3.1 10.0 5.9 4.2 3.3

2024E
2025E

Base Case Consumer Price Inflation (%Y)
Quarterly Annual

Consumer Price Inflation (%Y)

2024E
2022 2023E 2024E

2022 2023E

Source: IMF, Morgan Stanley Research forecasts. Note: Global and regional aggregates are GDP-weighted averages, using PPP weights. Global 
core inflation includes G4 and Selected EMs. CPI numbers are period averages. Japan headline inflation includes VAT and free education 
impact. *Global, EM, CEEMEA and LatAm aggregates exclude Argentina, Turkey and Egypt. ^Japan's core CPI is excluding energy and fresh 
food, and ex VAT and Free child education impact.
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Exhibit 5: Inflation Commentary at a Glance
G10 Key Drivers of Inflation Dynamics Outlook Central Bank Inflation Stance Risks to the outlook

US

October print came in aligned with our expectations but 

surprised markets to the downside. Core was 0.23%M (MSe 

0.26%M, consensus 0.3%M). With payback from September's 

high OER print, and a weak monthy print for Hotels. Our 

models still points to gradual deceleration in shelter. 

Deceleration next year will be mainly driven by goods deflation. 

Core inflation is expected to fall, due to core goods deflation, and a 

deceleration in services, especially in housing and car insurance.  We see 

core PCE inflation slowing further by the end of 2023 to 3.5%Y in Q4, and 

then to 2.4%Y in Q4 of 2024, alongside moderating demand and reduced 

supply pressures. 

October CPI was soft on the services side, and 

a November print like this would not meet the 

bar we previously set for an additional hike in 

December. We think soft inflation and still 

tight financial conditions will keep the Fed on 

hold.

Stronger economic activity could eventually mean 

tighter than anticipated labor markets and, as a 

result, higher services inflation. The recent 

acceleration in health care services should be 

followed closely, as it is a comnponent with relatively 

higher wage-price passthrough. 

Euro Area

Headline HICP inflation printed at 2.9%Y in October, down from 

4.3%Y in September. The sharp fall was driven by energy even 

though all components softened. The print came in below our 

and consensus forecasts (3.1%Y) as energy inflation surprised 

on the downside. Food inflation eased further to 7.5%Y from 

8.8%Y, slightly more than we expected. Core inflation declined 

to 4.2%Y from 4.5%Y in line with our forecast, with both services 

(4.6%Y from 4.7%Y) and goods (3.5%Y from 4.1%Y) edging down 

as expected.

After October's print, our focus is on three main issues. First, energy 

inflation surprising downward is another illustration of its volatility from 

one month to the other. Obviously, risks remain large both from the 

geopolitical situation and potential imbalances between supply and 

demand. These factors could lead to sudden changes in natural gas prices, 

as last winter showed here in Europe. And a persistent shock to energy 

prices would affect core after some time. Second, processed food prices 

were flat over the past two months. We don’t think they will fall 
meaningfully from here, but the probability of this happening has 

increased. Third, the momentum in core inflation has weakened further, 

printing at 2.3% on a 3-month annualised basis in October. This reinforces 

our view that core inflation will continue to decline at a significant pace in 

the coming months.

With core printing in line with our forecast in October, we kept our 

forecast unchanged at 5.0%Y in 2023 and 2.3%Y in 2024. We expect core 

inflation to edge down further by 30bp in the next two months, to 3.9%Y in 

November and 3.6%Y in December. For headline, October´s misses on both 

food and energy inflation take our path during the coming months down. 

This leaves our forecast for 2023 unchanged at 5.6%Y but lowers 2024 to 

2.4%Y. Base effects from energy will be less significant in November  but 

further declines in core and food inflation should warrant a slightly softer 

headline print at 2.7%Y. Headline would then rebound in December, as 

In October, the ECB kept rates unchanged and 

maintained its data dependent approach to 

future meetings. Rate discussions are now 

likely confined to projection meetings. 

Conditional on our outlook, we think that the 

ECB's hiking cycle is over, at a terminal rate of 

4%. 

We see two main risks for core inflation, but both are 

likely to materialise only in 2024, not in the last 

months of 2023. The first one is wage dynamics. There 

is clear evidence that wage growth lost momentum in 

2Q23 compared to 4Q22 and 1Q23. But we are also 

mindful that most negotiated wages increase at the 

beginning of the year so that the strength of wage 

growth in early 2024 could surprise us. We think that 

profit margins will actually absorb some of the wage 

dynamics, so this provides some safety margin and we 

think that the overall risk from wages to our inflation 

profile is low. The second risk is higher energy prices 

affecting core prices. We think this is an important 

channel, accounting potentially for a third of the total 

impact of higher oil prices on inflation. It takes time 

to materialise, around one year on our estimates.

Japan

Japan’s headline inflation has been driven by energy and food 
inflation due a sharp rise in import prices on a yen basis. The 

recent rise in inflation of core goods also reflects the lagged 

impact from higher import prices. Japan’s import prices peaked 
in 3Q22, but it continued to support core goods inflation in 

1H23 and such impact has started to wane gradually in 2H23. 

Inflation in overall services reached around 2%Y mainly due to 

those that use import raw materials, such as dining-out and 

home renovations. Housing rent remains at around 0% in the 

CPI stats.

The headline inflation already peaked on a YoY basis in Jan 2023 and 

would continue to slow further.  The US-style core CPI excluding energy 

and food remain elevated in 1H23 and will be likely to start to fall in the 

begining of 2024. Our headline CPI inflation forecast are for a 3.1%Y in 

FY2023 and a 3.0%Y in FY2024. We expect that the US-style core CPI 

averages at 2.6%Y in FY2023 and at 1.8%Y in FY2024.

The BoJ asserted that sustainable and stable 

achievement of the price stability target of 2 

percent, accompanied by wage increases, has 

not yet come in sight. It emphasizes the 

importance of inflation accompanied by wage 

growth in order to achieve the 2% inflation 

target in a sustainable and stable manner. 

Meanwhile, in the October Outlook Report’s 
median estimate of Japan-style core CPI from 

policy board members, there was the Bank’s 
steep upward revision of the median value for 

Japan-core CPI (ex. fresh food) in FY2024  from 

+1.9% previously to +2.8%. But The BoJ 

explained that "this is mainly due to the effects 

of the recent rise in crude oil prices as well as 

to a waning of the effects of the extended 

measures pushing down year-on-year CPI 

inflation for fiscal 2023". The FY2025 (F3/26) 

Japan-style core median was also revised up to 

+1.7% (vs. +1.6% previously) too, putting it 

The ongoing cost-push inflation may change Japan's 

social norm of no price hikes, potentially leading to 

prolonged inflation. Recent strong spring wage 

negotiations, especially among large companies, were 

also an upside risk to service inflation. Downside risks 

from softer aggregate demand amid slower global 

growth. 

UK

The October print was soft, and beyond the expected peak drag 

from energy prices, weak dynamics in core inflation were the 

most notable feature of the readout. Core goods took another 

step lower, especially driven by the collapse in used car prices, 

as we project very low momentum going forward. On services, 

although the bulk of the restraint came from volatile hotel 

prices – for which some modest payback should be expected 
next month – the slackness in services inflation was broad-
based. Food prices fell further, and we expect continued 

disinflation, with price growth below 8%Y by the end of the 

year, and at around 2%Y by mid-2024. The recent rise in natural 

gas prices should result in a 5% rise in Ofgem’s cap in January, 
and beyond that, we model flat utilities bills.

We expect another 25bp drop in headline inflation next month, leaving it 

at 4.35%Y, mainly due to a continued drag from non-core parts of the 

basked – food, alcohol and fuels, projected to fall by 1.5%M in November. 
We model a mild drop in core inflation (rounding to 5.6%Y), with a flat 

services print, and another decrease in core goods. Nonetheless, we will 

fine-tune the tracking with the incoming survey data and the euro area 

flash release. On the medium-term horizon, we forecast headline inflation 

averaging 7.4%Y in 2023, 2.8%Y in 2024, and 1.8%Y in 2025. We see core at 

6.2%Y in 2023, at 3.2%Y in 2024, and then broadly at target through 2025. 

On RPI, we project a 9.8%Y in 2023, 4.0%Y in 2024, and 2.9%Y in 2025.

The latest prints revealed a lower tracking with 

respect to the November MPR forecast, as 

headline is now 20bp below what the BoE had 

projected. Ahead of the next print, we are 

looking for another set of figures likely to be 

lower than those expected by the Bank. 

Although we continue to see a faster 

slowdown in pay pressures compared to the 

MPC, on hard data, primarily, we think that the 

BoE will have to tone down its modal inflation 

forecasts, as well as narrow its estimate of the 

skew. This should pave the way for a change 

in the communication around the stance, 

towards a gradual normalisation of policy.

We see near-term risks as skewed to the upside, and 

risks in 2024 as balanced. The main upside risks stem 

from sticky services inflation, rising global oil and 

commodity prices related to geopolitical 

developments, and the structural inflationary impact 

of more frequent weather shocks on food inflation. 

Downside risks mainly come from domestic factors, 

and with the assumed steepening of the Phillips 

Curve, inflation is likely to be fundamentally more 

volatile in the coming years.

Canada

Headline inflation fell to 3.1%Y in October, down from 3.8%Y in 

September. The decline in headline inflation was primarily due 

to lower gas and energy prices. Further, the average of the 

three-month SAAR of both the trim and median core inflation 

rates – a key measure followed by the Bank – fell to 2.96% in 
October, down from 3.67% in September and reaching its 

lowest point since March 2021. However, offsetting the decline 

in price pressures on the month was an increase in services 

prices, led by shelter and travel prices, which rose at a faster 

pace in October vs September. Higher shelter prices come as 

Canadians continue to feel pinched by higher rent and 

mortgage costs. Furthermore, travel prices rose as (more) 

Canadian travelers visited the US.

Elevated commodity prices and easing supply chains present cross-currents 

for headline inflation, but the decline picks up speed in 2H24 through 

2025. Elevated shelter inflation keeps domestic inflationary pressures sticky 

through 1H24, while goods and services prices ex-shelter soften as excess 

demand continues to ease. We forecast that headline CPI slows from 3.9%Y 

in 2023 to 2.7%Y in 2024, and reaches 2.1%Y in 2025. Core CPI slows to 

3.8%Y in 2023, 2.5%Y in 2024, and 2.3%Y in 2025. 

The Bank of Canada expects inflation to 

remain around 3% until end-2024, before 

reaching the 2% target in 2025. Though the 

Bank welcomed the decline in headline CPI in 

recent months, core inflation still remains well 

above it's target. As a result, the Bank is still 

concerned about the upside risks to their 

inflation outlook. Though price pressures are 

trending lower, the Bank remains concerned 

that progress towards the 2% target has been 

slow and inflationary risks have risen. 

Specifically, the Bank has stated it would like 

to see more progress in its core inflation 

measures (i.e. Core-Median and Core-Trim) to 

ensure confidence that its policy rate is high 

enough to bring inflation back to target.

The Bank will continue to monitor whether the 

evolution of core inflation, supply and 

demand balances, inflation expectations, wage 

growth and corporate pricing behavior are 

consistent with achieving its 2% inflation 

target.

Upside risks to inflation include a resurgence in 

supply chain bottlenecks, stickier-than-expected 

shelter prices, cost pressures stemming from both 

global and domestic factors, a re-acceleration in 

global energy prices, and lingering wage pressures. 

Downside risks include a sharp contraction in 

economic activity, a large reversal of core inflation 

(both in goods and services prices), a larger-than-

expected decline in housing (and shelter) prices.

Norway

The Norwegian CPI inflation printed in an upside surprises, to 

our and consensus expectations, at 4.0% (up from 3.3%Y). Core 

inflation (CPI-ATE) also rebounded to 6.0%Y from 5.7%Y last 

month. In terms of components, energy accelerated on the back 

of increased electricity prices (6.9%M) and drove the increase in 

headline inflation. Within core, services re-accelerated, but core 

goods slowed down, driven by a declining momentum in 

imported goods. The core inflation print comes in line with 

Norges Bank’s forecast, but the re-acceleration in services 
inflation is likely to be a focus. Hence, the print reconfirms our 

call for the December 25bp hike.

Due to the risks stemming from wage negotiations, we expected inflation 

to remain elevated throughout the projection horizon, particularly due to 

core, reaching the target only in 2H25. On a positive note, while the krone 

remains weak, recent developments have been encouraging, alleviating the 

potential imported inflationary pressures down the line. We see headline 

inflation at 5.5%Y in 2023, 3.6%Y in 2024 and 2.3%Y in 2025. We expect core 

to come in at 6.2%Y in 2023, 4.3%Y in 2024 and 2.4%Y in 2025.

In the November meeting, the chance of a hold 

at the December meeting was made a touch 

more explicit, with the decision stating that if 

the Board was assured that underlying 

inflation was on the decline, the policy rate 

would not be changed in December. However, 

we think that the elevated wage and inflation 

expectations are likely to remain prominent in 

deliberations in December, and Norges Bank 

should deliver the final hike, erring on the side 

of caution to prevent a re-acceleration of 

inflationary pressures next year. 

Despite a pronounced fall in inflation in 2H23, wage 

negotiations for next year are a source of concern for 

a resurgence of inflationary pressures. Negotiations 

are done for just one year ahead, and long-term 

inflation expectations are elevated, just under 3.0%Y, 

creating an upside risk for inflation. Wage drift 

upwards has recently been more pronounced and 

wage growth expectations are close to those in 2023 

(at 4.6%Y versus 5.6%Y). 

Sweden

CPIF inflation came in at 4.0%Y in September and 4.2%Y in 

October, both above the Riksbank's forecast (by 20bp and 8bp, 

respectively). CPIF ex energy came in at 6.9%Y in September and 

6.1%Y in October, again above the Riksbank's forecast (by 35bp 

and 18bp, respectively). While the September Swedish inflation 

numbers were a beat, the October ones surprised consensus to 

the downside. The pressures looked fairly widespread in 

September, with resilient core goods and services as the 

momentum (3%M annualised metric) edged up for both. This 

has reversed slightly in the October print. 

Underlying inflationary dynamics are a bit more encouraging, and we 

expect them to be confirmed with next month's print. Inflation 

expectations are anchored, selling price increases are expected to be muted 

and wage-price spiral risks are almost non-existent, given the negotiated 

pay settlement for 3.3%Y pay growth next year. We forecast CPIF inflation at 

6.0%Y in 2023, 2.9%Y in 2024 and 2.1%Y in 2025. 

 Inflation was still deemed too high, and 

particularly sticky services inflation was 

flagged as risk, together with the weak 

krona. At the same time, inflation was marked 

as evolving in line with the Riksbank's 

forecast, due to the slowdown in inflationary 

pressures. Pricing intentions of firms' were 

commended as welcoming. CPIF inflation 

forecasts were revised up to 6.0%Y in 2023 and 

down to 2.3%Y for 2024 and 1.7%Y for 2025. 

The exchange rate remains the biggest near-term 

inflationary challenge for Sweden. A weak currency is 

a concern insofar as it translates to higher and more 

persistent inflationary pressures. But firms' pricing 

plans point to a lower rate of price increases, both 

due to lower input costs but also to the more price-

conscious consumer. 

Australia

The largest contributors to inflation over the past year remain 

food, fuel and housing costs (across rents, construction & 

utilities). Goods inflation has been declining over 2023, but so 

far there has been relatively little disinflation across services 

categories

 Core inflation measures accelerated sequentially in 3Q. We expect both 

headline and core inflation to finish the year above 4%, but a weaker 

economic backdrop should see disinflation resume through 2024.

The RBA's central forecast is for inflation to 

return to the top of its target band (2-3%) by 

late-2025. It has stated it is prepared to accept 

a slower return to inflation target relative to 

some other central banks, in order to preserve 

employment gains. 

Faster wage acceleration would support a more 

elevated core inflation outlook for 2023. A weaker 

AUD also poses some upside risk, particularly for the 

goods disinflation assumed for 2024. 
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Poland

The October CPI print came out at 6.6%Y, down from 8.2%Y in 

September. Food inflation dropped significantly to 8.5%Y from 

10.4%Y in September and thus remained the main driver of the 

disinflationary process. Housing-related energy and fuels 

inflation were also a drag to inflation, decelerating to 8.3%Y 

and -14.4%Y from 9.9%Y and -7%Y respectively. Core inflation 

eased to 8%Y against 8.4%Y in September.

We expect inflation to remain on a deceleration path until March 2024 on 

the back of lower food, core goods and energy prices. Core inflation is 

likely to remain contained by the global core goods disinflation while we 

expect labour-intensive domestically produced services inflation to remain 

sticky over the entire forecast horizon. As such, we see headline inflation 

accelerating again in 2Q24, averaging around 6%Y in 2H24, before starting 

to ease again more sustainably in 2025. With that, we expect inflation to 

enter the NBP's tolerance band only in 4Q25.

At its November meeting, the MPC decided to 

keep rates on hold, taking into account the 

already delivered rate cuts and uncertainty 

about the future path of fiscal and regulated 

prices and their potential impact on inflation. 

The MPC also introduced two important 

changes to its forward guidance. First, it now 

judges that the current level of NBP interest 

rates is conducive to meeting the 2.5%Y 

inflation target in the medium term. Second, 

the MPC removed its previous comment that 

"The significant fall in inflation is accompanied 

by decreasing inflation expectations, which 

contributes to an increase in the restrictiveness 

of monetary policy". The above justification 

and changes to the statement suggest to us 

that the NBP is no longer considering rate cuts 

in the near term, as uncertainty around the 

formation of the new government, combined 

with fiscal uncertainty, will most likely remain 

in place for the December meeting, and 

potentially even for the January one.

In the bear case, an even slower global growth 

environment and easier global monetary conditions 

are likely to impact Poland's more closed economy 

somewhat less than peers, especially given the 

consumer-friendly fiscal stimulus in the pipeline for 

2024. Yet, inflation is likely to decelerate much faster 

than in our base case on the back of lower core 

goods and commodity prices. Thus, in our bear 

scenario we expect the NBP to lower its policy rate to 

4.00% in 2024 and 3.00% in 2025. In the bull scenario, 

stronger global growth but tighter financial and 

monetary conditions are likely to create FX 

depreciation pressures which, coupled with the 

already challenging inflation outlook, will most likely 

result in the NBP reversing some of its rate cuts. In this 

scenario, we expect the policy rate to rise to 6.25% in 

2024 and to fall back to 6.00% in 2025.

Czech Rep

Inflation for October came out at 8.5%Y, up from 6.9%Y in 

September on the back of unfavourable base effects in housing-

related energy prices. The print was in line with our 

expectations but slightly above CNB’s for 8.3%Y. Apart from the 
unfavourable base effects, food inflation continued to ease, 

now standing at 3.7%Y against 6.0%Y in September and still 

contributing the most to the downside. Core inflation 

decelerated further and reached 4.2%Y against 5.0%Y in 

September.

Disinflation has broadened over the past months and currently the short-

term dynamics of both headline and core inflation are aligned with the 

CNB's tolerance band on a 3-month SAAR basis. We expect inflation to 

moderate rapidly in January to just above the upper limit of the CNB's 

tolerance band, helped by the favourable base effects and the ongoing 

global core goods disinflation. We expect inflation to keep moderating 

further into mid-2024, when we see it standing close to the target before 

drifting up slightly again close to 3%Y in late 2024 and early 2025, only to 

fall again more sustainably to the 2%Y target in 2H25.

At its November meeting, the CNB left its key 

policy rate unchanged. The vote split showed 

that two MPC members voted for a 25bp rate 

cut while the remaining five voted for on hold. 

The statement added explicit forward 

guidance that the MPC is already discussing a 

rate-cutting strategy which assumes moderate 

and gradual initial rate cuts. As such, the MPC 

expects that the interest rate path will most 

probably be higher than the staff's projection 

for the coming quarters. Yet, the MPC assessed 

that risks to the inflation outlook were 

significant and tilted to the upside. These 

upside risks stem from the potentially de-

anchored inflation expectations that could 

lead to a higher wage growth outcome in the 

ongoing wage-bargaining process and to a 

stronger-than-expected repricing of goods 

and services at the start of next year, resulting 

in permanently higher inflation for the whole 

of 2024. On the other hand, the MPC thought 

that in case these upside risks do not 

materialise, the potential macroeconomic costs 

In a bear scenario of slower growth and easier 

financial conditions, we expect the CNB to lower its 

key policy rate to the neutral 3% in 2024 and to 2% in 

2025. In the global bull scenario of higher growth but 

tighter financial conditions, we see the CNB pausing 

in 2024 and resuming rate cuts only in 2025.

Hungary

The October CPI came out at 9.9%Y, showing further 

deceleration of inflation from 12.2%Y in September. The print 

was well below our and consensus expectations for 10.4%Y and 

NBH’s forecast for 10.5%Y. The deceleration was broad-based 
again with food down to 10.5%Y from 14.3%Y, housing-related 

energy down to -16.1%Y from -14.6%Y and fuels down to 30.2%Y 

from 35.4%Y in September. Core inflation, including processed 

food fell to 11%Y from 13.1%Y while the measure excluding all 

good items and energy fell to 11.9%Y from 13.1%Y in Septmeber.

Inflation has already dropped significantly to 9.9%Y in October and is likely 

to keep decelerating meaningfully in the coming months. Yet, as the 

favourable base effects dissipate, the disinflation process will lose steam in 

1Q24 and will proceed at a much slower pace, we think. In fact, we expect 

headline inflation to stabilise at around 5%Y for most of 2024 on the back 

of sticky core inflation, which we see remaining elevated in high single 

digits until 3Q24. While the very open Hungarian economy is likely to keep 

benefitting from the global disinflationary trends in core goods, the robust 

wage growth should support domestic labour-intensive services prices over 

the entire forecast horizon. 

At its November meeting, the NBH kept a 

steady pace relative to October and lowered its 

base rate by 75bp to 11.50%. The statement 

left forward guidance unchanged, allowing 

for further but cautious rate cuts, conditional 

on incoming data, the inflation outlook and 

the global risk environment. During the press 

conference Deputy Governor Virág shared that 

the MPC decision was unanimous, following a 

discussion similar to October about a 50bp, 

75bp and 100bp rate cut. In his view, elevated 

global risks still warrant a cautious approach, 

with the potential for the base rate to fall 

below 11% by the end of this year, while it may 

reach single-digit territory in February 2024.

In our bear scenario, weaker global growth and easier 

monetary policy conditions impact negatively the 

already subdued GDP growth outlook for the very 

open Hungarian economy. In this scenario FX volatility 

is likely to rise temporarily, but we expect the NBH to 

consider a deeper cutting cycle once HUF 

depreciation risks dissipate. In this scenario, we think 

that the central bank can lower its base rate to 5.75% 

in 2024 and 3.00% in 2025. In a bull scenario with 

stronger external demand but tighter monetary 

conditions abroad will most likely prevent the NBH 

from easing monetary policy as quickly as we expect in 

our base case. Narrowing interest rate differentials 

against major central banks will likely increase HUF 

depreciation risks and thus we expect the NBH to take 

a pause initially. Once these risks subside, we expect 

the central bank to resume its easing cycle more 

cautiously than in our base case by lowering its base 

rate to 9.25% in 2024 and 8.00% in 2025.

Ukraine

Inflation for October fell significantly to 5.3%Y from 7.1%Y in 

September mainly thanks to easing food and core goods 

inflation. Core inflation eased to 6.8%Y from 8.4%Y in 

September. 

We expect inflation to stabilise at the current level until 3Q24, when we see 

it accelerating again and reaching 9.0%Y at the end of 2024 and 9.3%Y at 

the end of 2025.

The incoming inflation data have continued to 

show significant weakening of inflation 

pressures, especially for food items where 

favourable weather led to improved supply. 

Thus, we see room for the NBU to continue 

cutting its policy rate from the current level of 

16%. Yet, we expect the central bank to do so 

in more cautious steps of 100bp, following the 

outsized 400bp cut in October. Thus, we 

expect the key policy rate to reach 15% in 

December and 12% by mid-2024, after which 

we expect the NBU to remain on hold for the 

The conflict remains a major source of uncertainty and 

further developments can have a material impact on 

the economic outlook. 

Turkey

CPI inflation came in at 3.4%M and 61.4%Y in October, lower 

than expectations. Monthly inflation momentum has declined 

due to waning effects of tax hikes, FX and wage adjustments, 

but remains high. While headline CPI declined slightly 

compared to September (61.5%Y), core inflation (C-index) 

increased by 0.8pp to 69.7%Y. This was mainly driven by the rise 

in services inflation (to 88.6%Y from 86.5%Y) while core goods 

inflation declined slightly (to 53%Y from 53.2%Y). 

We see headline inflation peaking at 73.5%Y in May 2024. Price stickiness, 

especially in services, and potential further adjustments in FX and 

administered prices will likely put upside pressure on inflation until the 

effects of tightening steps (in overall financial conditions) and favourable 

base effects kick in from 2H24. We see headline inflation declining to 

42.5% at end-2024. 

The CBT delivered a 500bp hike (to 40.00%), 

above our forecast and the consensus for a 

250bp hike. As forward guidance, the MPC 

signalled a slowdown in the pace of hikes and 

completion of the tightening cycle in a short 

period of time. We see two more hikes of 

250bp in December and January to 45%, which 

should support disinflation towards the CBT's 

projections in 2024.

A higher terminal rate implies downside risks to our 

inflation forecasts for next year. The minimum wage 

adjustment to be announced in December and the 

path of government spending will likely be key for the 

inflation profile next year, especially in 1H24.

South Africa

Food and oil shocks have been important drivers of inflation 

momentum. Those should fade from a high base an a fall in 

energy prices. Core CPI remains well anchored at the target 

point.

Tight policy rates and lower fuel rpices should drive disinflation over the 

coming months. We see headline CPI at 5%Y or less through most of 2024, 

led in the main by goods prices.

Real rates are adequately restrictive and likely 

to keep rising as inflation moderates. Given 

our CPI projections and the global monetary 

narrative begining to shift, we expect the SARB 

to begin normalising rates (lower) by 

September 2023. Risks are skewed toward a 

slightly earlier start.

Faster recovery in shelter costs, and or El Nino related 

food pressures are the main risks we are watching. 

AXJ

China

October core CPI and downstream PPI weakened on fading 

travel activities and softer final goods demand. Core CPI only 

rose 0.2% MoM SAAR, the weakest level since reopening, 

dragged by travel (-3%M SAAR in Oct vs. 12% QoQ SAAR in 3Q)

We expect the ongoing deflation to turn into lowflation next year. CPI may 

rise to 1.1%Y in 2024 and 1.5%Y in 2025 from 0.3%Y in 2023, with gradual 

improvement in core inflation. PPI YoY may only exit deflation decisively 

from 2025.

PBoC’s 3Q Monetary Policy Committee Meeting 
reaffirmed continued countercyclical easing. In 

particular, PBoC said to “push prices/inflation 
to rebound from low levels”, a stark deviation 
from the usual “keep prices/inflation stable”.

Risks are skewed to the downside because policy 

easing will likely remain reactive and defensive - while 

the risking of nonlinear housing spillover remains 

alive.

India

Headline inflation edged down to 4.9%YoY in October from 5% 

in September, a tad abaove expectations, with the upside 

surprise driven by reversal in vegetable prices, relative to 

September levels. Core inflation touched a 43-month low of 

4.3%YoY in October from 4.6% in September.

We expect CPI inflation to track at 5.5% YoY in November 2023, as the 

favourable base effect wanes and onion prices remain high. The trend in 

food prices will continue to guide the sequential momentum in headline 

inflation in the near term. We expect CPI inflation to average 5.4% in F24, 

with core inflation likely to remain below headline inflation over the next 

few months.

On the inflation front, the RBI anticipates 

headline CPI to track at to 5.4% for F2024. The 

MPC remains committed to anchoring 

inflationary expectations and bringing down 

inflation to the target rate (of 4%) over the 

medium term.

Key risks to our projections emerge from volatility in 

food prices, specially vegetables, driven by subpar 

summer crop yields & rabi(winter) crop sowing 

progress and global commodity prices(oil), that may 

have second round impacts on output prices.

Korea

The upward inflationary pressure from the supply side which 

drover the latest re-acceleration of the headline is gradually 

dissipating. The headline CPI inflation jumped to 3.8%Y in 

October while core inflation has been coming down to 3.2%Y. 

The good news is that the sequential momentum of the supply 

side drivers that witnessed a spike upward due to the local 

supply squeeze of fresh food and cereals from heavy rain and 

high temprature is showing a slowdown. Stickly personal 

service inflation hovering around 4%-level remains a concern.

Trend inflation excluding fresh food prices continued to slow to 3.4%Y 

while fresh fruits jumped above 20%Y in Sep and Oct pushed the headline 

upward to 3.8% in Oct. We see the supply price fluctuation as temporary as 

oil price stabilized 4.7% on the spot term within this month and FX gains 

compared to previous month likely led to lower inflarionary pressure 

(USDKRW +3.3% MTD in Nov). Normalization of local banks' lending rates 

back to early-year level likely puts meaningful pressure on household 

spending capacity - demand-pull pressure to start to come down faster 

within 4Q23. We forecast next year's CPI inflation average 2.5%Y vs 3.5% 

this year.

We expect the BoK to keep the policy rate 

unchanged at 3.5% for the 7th consecutive 

meeting on 30 Nov. This is the last meeting of 

the year where they will present quartelry 

revision of macro forecasts - we expect them to 

raise inflation forecast upward by 20bp for 

2023 and 10bp for 2024, in line with our next 

year's forecast of 2.5%Y. But with household 

debt expected to slow, inflation to stabilize 

with supply prices coming down, we expect 

BoK to turn nuetral 1Q24, dovish 2Q24, and 

Due to sticky service inflation, we remain watchful of 

the lastest tickup on the consumers' inflation 

expectations to 3.4% from 3.3%. Unanchored inflation 

expectations could potentially drive inflation higher 

while the government's reviewing of the utility price 

hike next year may put upward pressure on our core 

inflation forecast for next year currently at 2.3%Y.

Indonesia

Food prices contributed to a slight rise in headline inflation in 

Oct 2023, lifting CPI inflation by 30bps. However, core inflation 

has continued to decelerate.  

Headline inflation has been in the target range for the past 5 months and 

we expect CPI to stay within the target range in the coming months.

Overall, inflation concerns had been moderate 

in this cycle but nontheless has been subject 

to ebbs and flows. Most recently, there are 

some fresh concerns that higher food prices 

may lead to stronger inflation prints next year. 

The central bank did lift its inflation forecast 

for next year, but still highlights that inflation 

will remain within the lower target range of 

2.5+/-1% range.

A stronger than expected recovery in domestic 

demand from here could pose upside risks to core 

inflation, while we are also tracking global and 

domestic food prices. 

LatAm

Brazil

Energy prices have represented the main source of relief on 

inflation. The fiscal measures approved that caps state tax on a 

few items also helped. Federal taxes on gas and ethanol were 

resumed partially in early March and the rest in late June, 

pressuring prices. Monthly inflation has been benign due to 

lower industrial goods inflation and low food inflation, helped 

in part by the record high harvest. The recent gasoline price cut 

announced by the state owned oil company increased the 

likelihood of headline inflation to end 2023 within the 

tolerance band for the first time since 2020.

Annual headline inflation have started to increase again after reaching the 

bottom in June, due to base effects. We believe inflation will accelerate at a 

slower than expected pace, on the back of more benign food inflation, 

helped by the record high harvest, and industrial goods, due to supply 

chain normalization and the government program that provided discounts 

on used and new cars. Disinflation should be gradual next year, with 

headline closing 2024 at 4.0%, above the 3.0% target.

In the November meeting, the BCB kept the 

easing cycle pace at 50bp. Board members 

unanimously anticipate further reductions of 

the same magnitude in the next meetings, 

which means 50bp over the next two meetings 

(December 13 and January 31). Policymakers 

also highlight the importance of the execution 

of the fiscal target embedded in the new fiscal 

framework. The committee reinforced the need 

to persist on a contractionary monetary policy 

until the disinflationary process consolidates 

and inflation expectations anchor around the 

target.

For 2023 and 2024, risks are somewhat balanced. Yet, 

El Niño represents a potential upside risk for next 

year, depending on the intensity. Also, the size of the 

minimum wage adjustment in 2024 could represent 

pressures on services inflation.                                        

                                                                                              

                                                                                              

                                               

Mexico

Disinflation is progressing but risks to the inflation outlook 

remains to the upside. Progress on disinflation remains more 

visible on non-core and core goods, particularly tradables and 

processed foods. Services inflation shows some persistence 

amid stronger than anticipated labor markets and activity. 

We continue to expect a gradual disinflation ahead. A sizable boost to 

public spending in an election year suggests persistence in core metrics is 

likely, especially on the back of a positive output gap. Strong activity and 

tight labor markets along with high capacity utilization rates suggests that 

the disinflation process will likely take longer than previously expected. We 

foresee further fading pressures on tradables amid currency strength and 

still favorable core foods prints. Further disinflation on core services is 

expected, but gradually.  

Banxico seems more constructive on 

disinflation, as per the November 9 meeting 

Minutes. Four board members stressed the 

significant disinflation seen in the past few 

quarters and the need to avoid a further 

tightening of monetary conditions. This is the 

main argument in favor of a "non-continuous" 

cycle of rate cuts starting in 1Q24, ensuring 

that monetary policy remains in restrictive 

territory. They seem to remain data-dependent, 

but seem fairly convinced that this "fine-

tuning" of nominal rates is needed. One 

dissident was more cautious on the outlook 

Risks to the inflation outlook remain to the upside. A 

boost to public spending, strong labor markets and 

faster than anticipated GDP growth suggest upside 

risks to the inflation outlook through core services. 

Argentina

There was a 20% devaluation of the official FX in August, with 

immediate pass-through effects. A sizable deficit monetization 

amid other sources of monetary emision, a wide FX gap 

between official rates and paralel rates, inertia, import controls, 

and de facto indexation keep inflation elevated. Money velocity 

is rising and also feeding into inflation. On the back of rising 

odds of a sizable FX devaluation, dollarization of portfolios 

drive further price pressures. 

Headline CPI in October slowed to 8.3% (12.7% in September) as regulated 

prices and the offical FX were kept basically frozen. Propects of a sizable FX 

devaluation, import controls, a wide FX gap, expected subsidy cuts (to 

reduce fiscal deficit) and strong inertia will keep inflation high for longer. 

We expect inflation above the 250% annual mark in 1H24.   

Amid rampant inflation, the policy rate stands 

at 133% annually (effective rate is 254%), which 

is barely above inflation expectations. The 

high stock of CB liabilities (sterilization 

instruments used as benchmark rate) makes 

high rates on those instruments a source of 

money printing (to cover the rising insterest 

expense of those sterilization instruments).

Andeans

In Chile, core inflation pressures are fading quickly. In 

Colombia, October's CPI beat expectations, as both core and 

non-core items were weaker than anticipated. 

Chile's CPI is likely to remain well behaved amid a slugissh domestic 

demand; risks are now more balanced with a lower FX volatility. Despite 

progress on the domestic demand adjustment, Colombia may still strugle 

with high inflation during this year partially due to rising gasoline prices

Central banks remain well into restrictive 

territory, and this should remain the case for 

some time. Chile has already cut 225bp in the 

past three meetings and we expect rates to 

finish this year at 8.50%. In Colombia, the 

lower-than-expected print  in October 

supports our view that BanRep will start 

easing on December 19 with a 50bp cut. 

We see more balanced risks to Chile's inflation 

outlook as domestic demand remains somewhat 

subdued and the FX is no longer depreciating. In 

Colombia, the need for further adjustments in 

gasoline prices suggests risks remain to the upside.    

                                                                                  

Source: Morgan Stanley Research
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Important note regarding economic sanctions. This research references country/ies which 
are generally the subject of comprehensive or selective sanctions programs administered or 
enforced by the U.S. Department of the Treasury’s Office of Foreign Assets Control 
(“OFAC”), the European Union and/or by other countries and multi-national bodies. Any 
references in this report to entities, debt or equity instruments, projects or persons that 
may be covered by such sanctions are strictly informational, and should not be read as 
recommending or advising as to any investment activities in relation to such entities, 
instruments or projects. Users of this report are solely responsible for ensuring that their 
investment activities in relation to any sanctioned country/ies are carried out in compliance 
with applicable sanctions.
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