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Is inflation targeting really efficient? 30 years of experience
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This study investigates the impact of inflation targeting on inflation and economic growth using a panel dataset of 152 countries over a 30-year period. The causal effects of inflation targeting, considered as a policy intervention, are estimated using the augmented inverse probability weighting methodology.
The findings indicate that the adoption of inflation targeting leads to a significant reduction in inflation, with an initial decline of 3 percentage points immediately after implementation. Over the long term, this reduction moderates to approximately 1.5 percentage points. On average, inflation targeting reduces inflation by 1.6 percentage points across the sample.
In contrast, the effects on economic growth are less pronounced. While economic growth increases by nearly 1 percentage point shortly after the introduction of inflation targeting, this effect is only weakly statistically significant. Furthermore, no statistically significant impact on economic growth is observed in the medium or long term.
These results highlight the effectiveness of inflation targeting in controlling inflation while showing limited evidence of its influence on economic growth over time.



