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Central banks increasingly focused on inequality

Share of speeches mentioning inequality
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Monetary policy cannot 
address structural inequality

But can mitigate the 
amplification of inequality 

over business cycles

Holistic macroprudential 
financial stability framework is 

needed
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Structural 
trends in 
inequality



5

Within-country inequality has risen…

Pre-tax, pre-transfer Gini index
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…despite reductions in global poverty and inequality across countries
Cross-country inequality and global poverty rate



Inequality is driven by structural forces

The effect of technology on inequality The effect of globalisation on inequality

7



8

Rising inequality: 
determinants 
and policies
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Fiscal policy can offset impact of inequality 

Income inequality: before and after taxes and transfers 



Central banks play a role wearing their non-monetary hats
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Financial 
development, 
inclusion and 

literacy

Financial 
consumer 
protection

Payment 
systems
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Inequality and 
monetary policy 
mandates
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Inflation

The poor are the most vulnerable to inflation
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Inflation

Purchasing 
power

The poor are the most vulnerable to inflation
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Price stability helps mitigate inequality
The conquest of inflation and subsequent change in income Gini



Gini income inequality and unemployment around recessions

Recessions exacerbate inequality through unemployment…
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…while inequality exacerbates recessions…
Depth of recessions and inequality across countries
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…and reduces the effectiveness of monetary policy…
Cumulative consumption growth two years after monetary easing
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…generating a perverse amplification

Recessions
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Recessions Higher 
inequality

…generating a perverse amplification
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Recessions Higher 
inequality

Deeper 
recessions

…generating a perverse amplification
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Higher 
inequality

Deeper 
recessions

Weaker 
monetary 
transmission

Recessions

…generating a perverse amplification
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Inequality and 
monetary policy 
trade-offs
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Trade-off: bringing down inflation
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Inflation Unemployment 

Trade-off: bringing down inflation
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Inflation Unemployment 

Trade-off: bringing down inflation
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Trade-off: fighting recessions
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Trade-off: fighting recessions
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Trade-off: fighting recessions

Equity 
prices
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Trade-off: fighting recessions

Equity 
prices

House 
prices
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More prominent role of financial factors in business cycle fluctuations
Credit-to-GDP gapInflation Short-term interest rate



31

More prominent role of financial factors in business cycle fluctuations
Credit-to-GDP gapInflation Short-term interest rate



Impact of financial recessions on unemployment

Financial recessions are deeper and longer
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Trade-off: managing financial cycles
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Trade-off: managing financial cycles

EmploymentFinancial 
boom Inequality



35

Trade-off: managing financial cycles

EmploymentFinancial 
boom Inequality EmploymentFinancial 

bust Inequality
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Monetary policy

Structural policies

Fiscal policy

Micro- and 
macroprudential 

policies

A macro-financial 
stability framework
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Conclusion

Monetary policy cannot 
address structural inequality

But it can mitigate the 
amplification of inequality 
over business cycles

Holistic macroprudential 
financial stability framework is 
needed


