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Two specific features of the Belgian economy facing an energy shoc

Strongerand quickerpassthrough of wholesaleenergyprices
to retail pricesasmeasurecby HICPenergy

Wages are indexed automatically to the & K Sy RS E ¢
reinforcing the passthrough of energy pricesto production
factorsprices

S Aim of the presentation:

|dentify the consequences for the Belgian economy of each of these
| specificities and understand their interaction

This is key in this new era of high energy prices
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Synthetic representation of the pa$isrough of energy
prices to the prices chain

A benchmark simulation for an energy shock common to Belgium and the euro area

Counterfactual simulations focusing on

A automatic wage indexation

A stronger pasghrough of wholesale energy prices tim
retail energy prices

Conclusions

Eurosystem
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Synthetic representation of the pasough of energy prices to the prices chai
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7 3 A benchmark simulation for an energy shock common to Belgium and the e
area

Toassesshe effect of this energyshockon purchasingpower and competitivenessit is necessary

to use a generalequilibrium model in open economy calibratedfor Belgiumand the euro zone
(maintradingpartner)

U BEMGIE(BelgianEconomyin a Macro General International Equilibrium) quarterly New
Keynesiamodel

Thistype of modelservesasa 'laboratory'for testinghypotheses

U Givenmy modelledeconomy,

U Whathappensf ...?

U Theresultisgivenin the form of dynamicaeactionfunctionsof the differentvariables
U

Thesecanbe readat eachperiodasthe percentageadeviationof the "energyshock"experiment
from the absenceof this shock

O ponced



V 3 A benchmark simulation for an energy shock common to Belgium and the e
area

Whatisthe natureof the experience?

U Imposedhe energyshockexperiencedrom 2021-Q1 to June2022Q2
0 onproducersenergyprices(wholesalerices)
0 onconsumersénergyprices(HICFEnergy)

U Bothfor the Restof the World,the euroareaandBelgium
U Theparametersof these3 economiesare estimatedor calibrated

0 BE smallopeneconomywithin amonetaryunion

o0 BE oneofthe few economiesvith automaticwageindexation

O ponced
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A benchmark simulation for an energy shock common to Belgium and thg

no3n-energy import prices domestic prices consumptlon prices NB The curvesrepresent % deviationsof the variablesfrom a situation
——&BE 1 /‘\ without shock Quarterson X-axisand0 =2021Q1
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4 Counterfactual simulations

Inthis exercise

U Wekeepthe sameshockasin the benchmark

U Butwe alter someparametergo assesshe effectsof the shock

057

a. would the Belgianeconomyhave had Iabor;ea\rlg{a@hi}itutions and wage negotiations

identicalto thoseof the euroarea

b. Xor, a contrarig would the g sof the Restof-EAhav
bourmarkettightness D\]\)

c. would the transmissionof wholesalee %g%ﬁgfe (gas and electricity) towards the

wagedo pastinflation,due

consumerde similarin Belgluma

ST

U Thisallowsto disentanglethe effectsof eachBelgianspecificfeaturesandto study,assessand

guantifythe transmissiorchannelsat work
O ) tondes

%a{fceptedto better adjust
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Counterfactual simulation focusing on (Roautomatic wage indexation in

Belgium
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Scenariola: wage formation in BEidentical to this of the
Restof-EA

A Waivingautom. indexationreduceswageinflation and¥ A N
marginalcosts,whichmarginare lesscompressed
A This improves Belgian firms competitiveness both on
domesticandforeignmarkets
A Consumptioris lessdeterioratedby combinationof
A (+) better economic prospect and slightly lower
inflation
A (-) strongerdecreaseof the real hourly wagewrt the
benchmark

Y improve mostly the competitivenesschannel

na
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4 Counterfactual simulation: what if RegtEA adapts wages more rapidly than in the past?

Scenariolb : stronger reaction of wagesto prices

comparedto the past
A idea: tight labor mkt in the post-Covidrecovery
A EAworkersobtain more indexation than in the past
thanksto increasedbargainingpower
A results
A Realwagedropslessin Restof-EA
A Rof-EA marg cost Y , together with prod.
Price=>lossof comp. for R-of-EAX
A X whichattenuatesthe drop in BEnet exports,
andtherefore, this of GDP
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