
UNINA99107147030033211. Record Nr.

Titolo Kenya

Pubbl/distr/stampa Law Library, Library of Congress
Washington, D.C

Lingua di pubblicazione Inglese

Formato

Livello bibliografico

Materiale a stampa

Monografia

UNINA99109893930033212. Record Nr.

Titolo EIB Working Paper 2024/03 - Investment Decisions in a High-Inflation
Environment

Pubbl/distr/stampa Luxembourg : , : European Investment Bank, Commission des
Communautes europeennes, , 2024
©2024

Descrizione fisica 1 online resource (52 pages)

Disciplina 332.6

Soggetti Investments
Finance

Lingua di pubblicazione Inglese

Formato

Edizione [1st ed.]

Livello bibliografico

Nota di contenuto

Sommario/riassunto

Investment decisions in a high-inflation environment -- 1. Introduction
-- 2. Literature review -- 3. Data and trends -- 3.1. The EIBIS dataset
-- 3.2. Operationalisation of inflation -- 3.3. Operationalisation of the
cost pass-through rate -- 4. Methodology and results -- 3.4.
Estimation strategy -- 3.5. Results -- 3.5.1. The direct effect of
inflation on investment -- 3.5.2. The role of cost pass-through rates
on investment -- 5. Conclusion -- 6. Appendix -- 7. References.
In the 2021-2022 period, European firms have faced historically high
inflation, with annual increases in consumer prices peaking at 11.5 % in
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October 2022.While the linkage between high inflation and investments
is expected to be negative, through higher uncertainty, financial
tightening, downward pressures on demand and worsening economy
outlook, there are couple of drivers that can explain the positive
investment dynamic during the recent high-inflation period.This paper
shows evidence that investment decisions depend on firms' ability to
pass higher costs onto consumers (the so-called pass-through rate). A
high pass-through of costs lowers the immediate negative impact on
profitability and internal sources are less affected.Moreover, the recent
inflation spike has been strongly driven by the energy and other input
prices that have pushed firms to invest in energy efficiency as a cost-
saving strategy.As additional driver of the higher investment during the
recent high inflation period, firms with a large reserve of cash
accumulation or those with easier access to external financing may
endure this high inflation environment relatively better. Liquid assets
are more vulnerable to the negative impact of inflation and by investing
it, its value might be protected from the devaluation amid accelerating
inflation. European firms increased substantially their cash buffer in the
period before the energy price shock, helped also by the massive
COVID-19 liquidity support. The higher cash reserves might provide a
buffer for the continuation of the investments or to engage in new
investments of energy efficiency, as an adaptation strategy amid high
energy costs.


