










Structural forces may keep infration low: Demographics 

• Demographics may act as a structural drag on inflation. Baby boomers

become savers and not spenders; the pool of excess savings seeking a

home rises and consumers' spending propensity falls

• Longer life expectancy allows some older workers to choose to remain in

the labor force. Low growth and low interest rates may also force some

older employees to keep working due to a combination of weaker wages

growth, lower pension contributions and the difficulty of generating non­

employment income
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• In some countries (such as Japan) with more significant or earlier

demographic shifts, there may be a preference amongst older cohorts for

lower inflation to protect the real value of savings

• The combination of higher participation rates from older workers or prime

age female workers may mean that labor markets can remain strong with

continued muted transmission into higher wages

• The unemployment rate may drop to very low levels in some countries

without raising inflation as NAIRU may now be lower than pre-crisis
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