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2 ITH prices for oil, nickel, tin, corn, and wheat hitting

record highs in recent months—building on dramat-

4 ic increases since their lows of 2000—it’s time to ask

just how long this boom will last and how economies

6 will fare. Certainly, commodity producers and countries that export

The Quest for Rules commodities have done well. But not everyone is happy. Commodity

Prakash Loungani profiles importers and consumers have started to feel the pinch of higher com-

John Taylor modity prices on their purchasing power, which has led to food riots

over soybean and wheat prices in Asia and Africa and corn prices in

16 Latin America. And the media are warning of slower growth and high-
er inflation in the not-too-distant future.

Against this backdrop, the March 2008 issue of Fe»D delves into the
latest commodity boom—which, unlike past booms (in the 1970s, 1980s
and 1990s) is taking place within the context of high global growth. In
2 “Riding a Wave,” the authors of a recent IMF study argue that, so far, the
impact on growth and inflation has been limited—in fact, less than had
been feared. But they warn that the impact on headline inflation might
persist throughout 2008—even without further increases—and low- and
middle-income countries that are net commodity importers might see
weaker trade balances. What can be done? The study says policymakers

Global Energy: Increasingly
Unsustainable
Lorcan Lyons

Exchange Rate Regimes: Fix or Float?
Mark Stone, Harald Anderson, and
Romain Veyrune

2 should take steps to ensure the efficient functioning of market forces at
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. the global level—such as allowing free trade in biofuels and incorporat-
Bretton Woods, Barry Eichengreen : .~ ] 3 3
. T . ing emissions costs in the prices of all fuels—and move swiftly to protect
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54 Of course, these energy recommendations tie in with the global push

to limit greenhouse gas emissions and develop alternative fuels as evi-
dence of global warming mounts. The UN’s Intergovernmental Panel
57 South Africa on Climate Change in December 2007 warned that in the absence of a
serious effort to curb emissions, the average global temperature will rise
by about 3°C by 2100 from the 1980-99 levels, and higher temperature
increases are possible. Even if emissions were sharply curbed, tempera-
tures would still go up because of the large stock of past emissions accu-
mulated in the atmosphere.

Simon Johnson: Inside Risks

What will a warmer planet mean for rich and poor countries alike?
Fe&»D explores this question in a series of articles by IMF staff and outside
experts, who take as their starting point the risks and uncertainties being
raised by scientists. We learn that it should be possible for policymakers
to address climate change without either hurting macroeconomic stabil-
ity and growth or putting an undue burden on the countries least able to
bear the costs of policies. We learn that there’s good reason not to down-
play the risks to agriculture—in fact, if steps aren’t taken to curb carbon
emissions, agricultural productivity will fall dramatically, especially in
developing countries. We learn that financial markets are taking off in
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