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Two specific features of the Belgian economy facing an energy shock

1. Strongerand quickerpass-through of wholesaleenergyprices
to retailpricesasmeasuredbyHICP-energy

2. Wages are indexed automatically to the άƘŜŀƭǘƘ-ƛƴŘŜȄέΣ
reinforcing the pass-through of energy prices to production
factorsprices

Aim of the presentation: 

Identify 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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a) {ƛȊŜ ƻŦ ǘƘŜ ǎƘƻŎƪΧ

b) Χ ŀƴŘ ƛǘǎ ŎƻƴǎŜǉǳŜƴŎŜǎ ŦƻǊ ǘƘŜ ŎƻƴǎǳƳǇǘƛƻƴ ǇǊƛŎŜ 
indexes (HICP) in Belgium and euro area

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

4
Counterfactual simulations focusing on 

Å automatic wage indexation

Å stronger pass-through of wholesale energy prices to to
retail energy prices 

5 Conclusions

2 Synthetic representation of the pass-through of energy 
prices to the prices chain
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Χ ŀƴŘ ƛǘǎ ŎƻƴǎŜǉǳŜƴŎŜǎ ŦƻǊ IL/t-NRG 
in BE vs EA1 Energy shock and consequences to consumption price indexes 

Expressed 
as % 
deviation 
wrt 2021-
Q1
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Synthetic representation of the pass-through of energy prices to the prices chain2
International wholesale energy price: ὖ

Consumer energy priceȡὖ Producer energy priceȡὖ

Consumerprice

ὖ ὖ ὖ ρ  ὖ
Producerprice

ὖ Ὢὖ ȟὖ ȟύὥὫὩίȟὧὥὴȢὴὶὭὧὩ

ύὥὫὩίὪὰὥὦέὶάὯὸȟὖ ȟὖ

Purchasing power Competitiveness
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A benchmark simulation for an energy shock common to Belgium and the euro 
area3

Toassessthe effect of this energyshockon purchasingpowerandcompetitiveness,it is necessary
to use a generalequilibriummodel in open economy, calibratedfor Belgiumand the euro zone
(maintradingpartner)

ü BEMGIE(BelgianEconomyin a Macro General International Equilibrium): quarterly New-
Keynesianmodel

Thistypeof modelservesasa 'laboratory'for testinghypotheses

ü Givenmymodelledeconomy,

ü Whathappensif ...?

ü Theresultisgivenin the form of dynamicreactionfunctionsof the differentvariables

ü Thesecanbe readat eachperiodasthe percentagedeviationof the "energyshock"experiment
from the absenceof thisshock
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A benchmark simulation for an energy shock common to Belgium and the euro 
area3

Whatisthe natureof the experience?

ü Imposesthe energyshockexperiencedfrom 2021-Q1 to June2022-Q2

o on producers'energyprices(wholesaleprices)

o on consumers'energyprices(HICP-Energy)

ü Bothfor the Restof the World,the euroareaandBelgium

ü Theparametersof these3 economiesareestimatedor calibrated

o BE: smallopeneconomywithin amonetaryunion

o BE: oneof the few economieswith automaticwageindexation
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A benchmark simulation for an energy shock common to Belgium and the euro area3

Reference: full wageindexationin BEafter one year and HICP-

energyimposedasin Slide4

Å Globalcommonshock: import priceЎ in BEandEA

Å BEcons. priceЎ (cf. point 1 supra)

Å Marginal cost (wages, energy and import prices) Ў =>

ǇǊƻŘǳŎŜǊǎΩpricesЎ

Å competitivenessЎ for BEboth on importsandexports

Å DomesticandforeigndemandsЎ

NB: The curves represent % deviationsof the variablesfrom a situation
without shock. QuartersonX-axisand0 =2021-Q1

For BE, effect amplified by the higher degree of openness and
Å automatic wage indexation
Å quicker and stronger pass-through of wholesale energy prices 

towards corresponding consumer prices
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Counterfactual simulations4
In thisexercise

ü Wekeepthe sameshockasin the benchmark

ü Butwe altersomeparametersto assessthe effectsof the shock

a. would the Belgianeconomyhave had labor market institutions and wage negotiations
identicalto thoseof the euroarea

b. Χor, a contrario, would the employersof the Rest-of-EAhaveacceptedto better adjust
wagesto pastinflation,dueto labourmarkettightness

c. would the transmissionof wholesaleenergy prices (gas and electricity) towards the
consumersbesimilarin Belgiumasin the Rest-of-EA

ü Thisallowsto disentanglethe effectsof eachBelgianspecificfeaturesand to study,assessand
quantifythe transmissionchannelsat work
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Counterfactual simulation focusing on (non-) automatic wage indexation in 
Belgium

Scenario1a: wage formation in BE identical to this of the

Rest-of-EA

Å Waivingautom. indexationreduceswageinflation andŦƛǊƳǎΩ

marginalcosts,whichmarginare lesscompressed

Å This improves Belgian firms competitiveness both on

domesticandforeignmarkets

Å Consumptionis lessdeterioratedby combinationof

Å (+) better economic prospect and slightly lower

inflation

Å (-) strongerdecreaseof the real hourly wagewrt the

benchmark

Ý improvemostly the competitivenesschannel

4a
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Counterfactual simulation: what if Rest-of-EA adapts wages more rapidly than in the past?4b
Scenario1b : stronger reaction of wages to prices

comparedto the past

Å idea: tight labormkt in the post-Covidrecovery

Å EA-workersobtain more indexation than in the past

thanksto increasedbargainingpower

Å results:

Å Realwagedropslessin Rest-of-EA

Å R-of-EA marg. cost Ў , together with prod.

Price=>lossof comp. for R-of-EAΧ

Å Χwhichattenuatesthe drop in BEnet exports,

andtherefore,this of GDP














