CAUSES OF HIGH INFLATION US

CAUSES OF HIGH INFLATION US HAVE BECOME A DOMINANT CONCERN FOR CONSUMERS, BUSINESSES, AND POLICYMAKERS ALIKE.
(UNDERSTANDING THE INTRICATE FACTORS CONTRIBUTING TO THE EROSION OF PURCHASING POWER IS CRUCIAL FOR NAVIGATING
ECONOMIC UNCERTAINTY. THIS COMPREHENSIVE ARTICLE DELVES INTO THE MULTIFACETED DRIVERS BEHIND RECENT INFLATIONARY
PRESSURES IN THE UNITED STATES, EXPLORING SUPPLY CHAIN DISRUPTIONS, ROBUST CONSUMER DEMAND, FISCAL STIMULUS,
MONETARY POLICY, AND GLOBAL GEOPOLITICAL EVENTS. BY EXAMINING THESE INTERCONNECTED ELEMENTS, WE CAN GAIN A
CLEARER PICTURE OF WHY PRICES HAVE RISEN SIGNIFICANTLY AND WHAT POTENTIAL FUTURE TRENDS MIGHT ENTAIL. THIS
EXPLORATION WILL PROVIDE INSIGHTS INTO THE COMPLEX INTERPLAY OF ECONOMIC FORCES SHAPING THE CURRENT
INFLATIONARY LANDSCAPE.
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DeMAND-SIDE FACTORS FUELING INFLATION

A PRIMARY DRIVER OF HIGH INFLATION IN THE US HAS BEEN AN UNPRECEDENTED SURGE IN CONSUMER DEMAND, OFTEN REFERRED TO
AS “TOO MUCH MONEY CHASING TOO FEW GOODS.” FOLLOWING PERIODS OF LOCKDOWN AND REDUCED SPENDING DURING THE
PANDEMIC, PENT-UP DEMAND WAS UNLEASHED AS ECONOMIC ACTIVITY RESUMED. THIS STRONG APPETITE FOR GOODS AND
SERVICES, COUPLED WITH ELEVATED SAVINGS RATES ACCUMULATED DURING THE PANDEMIC, MEANT CONSUMERS WERE EAGER AND
ABLE TO SPEND. THIS INCREASED SPENDING POWER, WHEN CONFRONTED WITH LIMITED SUPPLY, INEVITABLY PUSHES PRICES
UPWARD AS BUSINESSES FACE MORE COMPETITION FOR AVAILABLE RESOURCES AND ARE ABLE TO COMMAND HIGHER PRICES.

SEVERAL UNDERLYING FACTORS CONTRIBUTED TO THIS ROBUST DEMAND. THE SHIFT IN CONSUMER SPENDING PATTERNS DURING
THE PANDEMIC, FROM SERVICES LIKE TRAVEL AND DINING OUT TO DURABLE GOODS SUCH AS ELECTRONICS, HOME FURNISHINGS,
AND VEHICLES, CREATED CONCENTRATED DEMAND PRESSURES IN SPECIFIC SECTORS. EVEN AS THE ECONOMY REOPENED, THIS SHIFT
PERSISTED FOR SOME TIME, STRAINING THE PRODUCTION AND DISTRIBUTION CAPABILITIES OF THESE INDUSTRIES. FURTHERMORE, A
SUSTAINED LOW-INTEREST-RATE ENVIRONMENT IN THE YEARS PRECEDING THE INFLATIONARY SURGE MADE BORROWING CHEAPER,
ENCOURAGING INVESTMENT AND SPENDING ACROSS BOTH HOUSEHOLDS AND BUSINESSES, FURTHER AMPLIFYING DEMAND.

CONSUMER SPENDING HABITS AND PREFERENCES

THE PANDEMIC SIGNIFICANTLY ALTERED HOW AND WHERE CONSUMERS SPENT THEIR MONEY. W/ ITH FEWER OPPORTUNITIES FOR
TRAVEL, ENTERTAINMENT, AND IN-PERSON SERVICES, SPENDING SHIFTED DRAMATICALLY TOWARDS GOODS THAT COULD BE
ENJOYED AT HOME. THIS INCLUDED EVERY THING FROM HOME OFFICE EQUIPMENT AND EXERCISE GEAR TO IMPROVEMENTS FOR LIVING
SPACES. THIS REDIRECTION OF CONSUMER DOLLARS PLACED IMMENSE PRESSURE ON MANUFACTURING AND LOGISTICS FOR THESE
SPECIFIC PRODUCT CATEGORIES, CREATING BOTTLENECKS THAT CONTRIBUTED TO PRICE INCREASES.

GOVERNMENT STIMULUS AND INCOME SUPPORT

A SIGNIFICANT CONTRIBUTOR TO THE SURGE IN DEMAND WAS THE SUBSTANTIAL FISCAL STIMULUS PROVIDED BY THE U.S.
GOVERNMENT DURING THE COVID- 19 PANDEMIC. MEASURES LIKE DIRECT STIMULUS CHECKS, ENHANCED UNEMPLOYMENT BENEFITS,
AND BUSINESS SUPPORT PROGRAMS INJECTED TRILLIONS OF DOLLARS INTO THE ECONOMY. W/HILE THESE POLICIES WERE VITAL IN
PREVENTING A DEEPER RECESSION AND SUPPORTING HOUSEHOLDS, THEY ALSO SIGNIFICANTLY BOOSTED AGGREGATE DEMAND,
PROVIDING CONSUMERS WITH THE FINANCIAL WHEREWITHAL TO PURCHASE GOODS AND SERVICES AT A TIME WHEN SUPPLY WAS
CONSTRAINED, THEREBY CONTRIBUTING TO INFLATIONARY PRESSURES.



SuPPLY-SIDE SHOCKS AND THEIR IMPACT

CONCURRENT WITH THE SURGE IN DEMAND, THE US ECONOMY EXPERIENCED SEVERE DISRUPTIONS ON THE SUPPLY SIDE, A
CRITICAL COMPONENT IN UNDERSTANDING THE CAUSES OF HIGH INFLATION US. THESE SHOCKS CURTAILED THE ABILITY OF
BUSINESSES TO PRODUCE AND DELIVER GOODS AND SERVICES EFFICIENTLY, LEADING TO SHORTAGES AND INCREASED COSTS. THE
INTERCONNECTED NATURE OF GLOBAL SUPPLY CHAINS MEANT THAT LOCALIZED DISRUPTIONS COULD HAVE WIDESPREAD RIPPLE
EFFECTS ACROSS NUMEROUS INDUSTRIES.

THESE SUPPLY-SIDE ISSUES WERE NOT MONOLITHIC BUT RATHER A CONFLUENCE OF EVENTS. PORT CONGESTION, LABOR
SHORTAGES IN CRITICAL SECTORS LIKE TRUCKING AND W AREHOUSING, AND FACTORY SHUTDOWNS DUE To COVID-19
OUTBREAKS OR GEOPOLITICAL TENSIONS ALL CONTRIBUTED TO A SIGNIFICANT REDUCTION IN THE AVAILABILITY OF GOODS.
\X/HEN THE SUPPLY OF PRODUCTS CANNOT KEEP PACE WITH DEMAND, THE RESULTING SCARCITY NATURALLY DRIVES PRICES
HIGHER AS CONSUMERS COMPETE FOR LIMITED INVENTORY.

GLoBAL SuppLY CHAIN DISRUPTIONS

THe COVID-19 PANDEMIC EXPOSED THE FRAGILITY OF GLOBAL SUPPLY CHAINS. LOCKDOWNS IN MANUFACTURING HUBS,
PARTICULARLY IN ASIA, LED TO WIDESPREAD FACTORY CLOSURES AND PRODUCTION HALTS. THIS SIGNIFICANTLY REDUCED THE
GLOBAL OUTPUT OF MANY ESSENTIAL COMPONENTS AND FINISHED GOODS. FURTHERMORE, SHIPPING CONTAINER SHORTAGES AND
SEVERE CONGESTION AT MAJOR PORTS AROUND THE WORLD CREATED SUBSTANTIAL DELAYS AND DRAMATICALLY INCREASED THE
COST OF TRANSPORTING GOODS, WITH THESE HIGHER SHIPPING COSTS OFTEN PASSED ON TO CONSUMERS IN THE FORM OF HIGHER
PRICES.

SEMICONDUCTOR CHIP SHORTAGES

ONE OF THE MOST PROMINENT SUPPLY-SIDE ISSUES HAS BEEN THE GLOBAL SHORTAGE OF SEMICONDUCTOR CHIPS. THESE TINY
COMPONENTS ARE ESSENTIAL FOR A VAST ARRAY OF PRODUCTS, FROM AUTOMOBILES AND SMARTPHONES TO COMPUTERS AND
APPLIANCES. DISRUPTIONS AT CHIP MANUFACTURING FACILITIES, COUPLED WITH A SURGE IN DEMAND FOR ELECTRONICS DURING
THE PANDEMIC, LED TO A SEVERE IMBALANCE BETWEEN SUPPLY AND DEMAND. THE RESULTING CHIP SCARCITY FORCED MANY
MANUFACTURERS TO REDUCE PRODUCTION OR DELAY PRODUCT LAUNCHES, CONTRIBUTING TO HIGHER PRICES FOR A WIDE RANGE
OF CONSUMER GOODS AND VEHICLES.

LABOR SHORTAGES AND ProbUCTION CONSTRAINTS

L ABOR SHORTAGES ACROSS VARIOUS SECTORS OF THE U.S. ECONOMY HAVE ALSO PLAYED A SIGNIFICANT ROLE IN
EXACERBATING INFLATIONARY PRESSURES. INDUSTRIES SUCH AS MANUFACTURING, TRANSPORTATION, HOSPITALITY, AND RETAIL
HAVE STRUGGLED TO FIND AND RETAIN WORKERS. THIS SCARCITY OF LABOR HAS LED TO INCREASED W AGE PRESSURES AS
BUSINESSES COMPETE FOR A SMALLER POOL OF AVAILABLE WORKERS. HIGHER LABOR COSTS ARE OFTEN PASSED ON TO
CONSUMERS THROUGH INCREASED PRICES FOR GOODS AND SERVICES. ADDITIONALLY, LABOR SHORTAGES HAVE DIRECTLY
IMPACTED PRODUCTION CAPACITY, FURTHER LIMITING THE SUPPLY OF GOODS AND CONTRIBUTING TO THE DEMAND-SUPPLY
IMBALANCE.

THE RoLE oF MONETARY AND FiscAL PoLicy

THE ACTIONS TAKEN BY THE FEDERAL RESERVE (MONETAEY POLICY) AND THE U.S. GOVERNMENT (FISCAL POLICY) HAVE BEEN
CRITICAL FACTORS INFLUENCING THE INFLATIONARY ENVIRONMENT. THESE POLICIES, ENACTED TO SUPPORT THE ECONOMY DURING
THE PANDEMIC, HAD THE UNINTENDED CONSEQUENCE OF FUELING DEMAND AND CONTRIBUTING TO PRICE INCREASES WHEN COMBINED
WITH SUPPLY-SIDE CONSTRAINTS.

THe FEDERAL RESERVE'S COMMITMENT TO LOW INTEREST RATES AND QUANTITATIVE EASING, WHILE AIMED AT STIMULATING



ECONOMIC GROWTH, EFFECTIVELY INCREASED THE MONEY SUPPLY IN THE ECONOMY. SIMULTANEOUSLYI GOVERNMENT STIMULUS
PACKAGES INJECTED SUBSTANTIAL LIQUIDITY DIRECTLY INTO THE HANDS OF CONSUMERS AND BUSINESSES. W/HILE THESE
MEASURES WERE ESSENTIAL FOR ECONOMIC STABILIZATION, THEIR CUMULATIVE EFFECT AMPLIFIED DEMAND, CREATING FERTILE
GROUND FOR INFLATION WHEN SUPPLY COULD NOT KEEP UP.

FeperAL RESERVE'S MONETARY PoLICY STANCE

IN RESPONSE TO THE ECONOMIC SHOCK OF THE PANDEMIC, THE FEDERAL RESERVE AGGRESSIVELY LOWERED INTEREST RATES TO
NEAR ZERO AND ENGAGED IN SIGNIFICANT ASSET PURCHASES (QUANTITATIVE EASING). THIS EXPANSIONARY MONETARY POLICY
AIMED TO MAKE BORROWING CHEAPER AND ENCOURAGE INVESTMENT AND SPENDING, THEREBY STIMULATING ECONOMIC ACTIVITY.
W/HILE EFFECTIVE IN PREVENTING A SEVERE DOWNTURN, THE PROLONGED PERIOD OF ULTRA-LOW INTEREST RATES AND INCREASED
LIQUIDITY IN THE FINANCIAL SYSTEM CONTRIBUTED TO AN ENVIRONMENT WHERE DEMAND COULD OUTSTRIP SUPPLY, A KEY
INGREDIENT FOR INFLATION.

GOVERNMENT SPENDING AND STIMULUS PACKAGES

THe U.S. GOVERNMENT ENACTED SEVERAL LARGE-SCALE FISCAL STIMULUS PACKAGES, INCLUDING THE CARES AcCT, THE
CONSOLIDATED APPROPRIATIONS ACT, AND THE AMERICAN RESCUE PLAN. THESE MEASURES PROVIDED DIRECT FINANCIAL RELIEF
TO INDIVIDUALS AND BUSINESSES, BOOSTING HOUSEHOLD INCOME AND CORPORATE LIQUIDITY. W/HILE THESE POLICIES WERE
CRUCIAL IN CUSHIONING THE ECONOMIC BLOW OF THE PANDEMIC AND SUPPORTING VULNERABLE POPULATIONS, THE SIGNIFICANT
INCREASE IN AGGREGATE DEMAND RESULTING FROM THESE PROGRAMS, WITHOUT A CORRESPONDING IMMEDIATE INCREASE IN
SUPPLY, PUT UPW ARD PRESSURE ON PRICES.

GLoBAL INFLUENCES oN US INFLATION

THE CAUSES OF HIGH INFLATION US ARE NOT CONFINED TO DOMESTIC FACTORS; GLOBAL EVENTS AND ECONOMIC CONDITIONS
HAVE PLAYED A SUBSTANTIAL ROLE. INTERCONNECTEDNESS MEANS THAT ECONOMIC TRENDS IN OTHER PARTS OF THE WORLD CAN
SIGNIFICANTLY IMPACT PRICES WITHIN THE UNITED STATES. GEOPOLITICAL TENSIONS, INTERNATIONAL TRADE POLICIES, AND THE
ECONOMIC PERFORMANCE OF MAJOR TRADING PARTNERS ALL CONTRIBUTE TO THE COMPLEX INFLATIONARY PICTURE.

GLOBAL COMMODITY MARKETS, ENERGY PRICES, AND THE AVAILABILITY OF IMPORTED GOODS ARE ALL SUSCEPTIBLE TO
INTERNATIONAL DEVELOPMENTS. A CONFLICT IN A MAJOR OIL-PRODUCING REGION, FOR EXAMPLE, CAN SEND ENERGY PRICES
SOARING WORLDW!IDE, AFFECTING TRANSPORTATION AND PRODUCTION COSTS FOR A VAST ARRAY OF GOODS. SIMILARLY,
TRADE DISPUTES OR PROTECTIONIST POLICIES CAN DISRUPT THE FLOW OF GOODS AND COMPONENTS, LEADING TO HIGHER IMPORT
COSTS FOR AMERICAN BUSINESSES AND CONSUMERS.

GeopoLITICAL EVeEnTs AND CoMMODITY PRICES

GEOPOLITICAL EVENTS, SUCH AS THE WAR IN UKRAINE, HAVE HAD A PROFOUND IMPACT ON GLOBAL COMMODITY PRICES. THE
CONFLICT LED TO SIGNIFICANT DISRUPTIONS IN THE SUPPLY OF OIL, NATURAL GAS, AND AGRICULTURAL PRODUCTS, DRIVING UP
THEIR PRICES WORLDW/IDE. THESE HIGHER COMMODITY COSTS TRANSLATE INTO INCREASED EXPENSES FOR ENERGY, FOOD, AND
RAW MATERIALS, WHICH ARE THEN PASSED ON TO CONSUMERS IN THE FORM OF HIGHER PRICES FOR A WIDE RANGE OF PRODUCTS
AND SERVICES.

INTERNATIONAL TRADE DYNAMICS AND T ARIFFS

INTERNATIONAL TRADE DYNAMICS AND POLICIES CAN ALSO INFLUENCE INFLATION. TRADE DISPUTES, TARIFFS, AND
PROTECTIONIST MEASURES CAN INCREASE THE COST OF IMPORTED GOODS AND COMPONENTS. W/HEN BUSINESSES FACE HIGHER
IMPORT COSTS, THEY OFTEN PASS THESE EXPENSES ON TO CONSUMERS TO MAINTAIN THEIR PROFIT MARGINS. THIS CAN LEAD TO
A BROADER INCREASE IN PRICES ACROSS THE ECONOMY, ESPECIALLY FOR GOODS THAT RELY HEAVILY ON INTERNATIONAL SUPPLY



CHAINS.

SECTOR-SPECIFIC INFLATIONARY PRESSURES

W/HILE INFLATION HAS BEEN \WIDESPREAD, CERTAIN SECTORS HAVE EXPERIENCED PARTICULARLY ACUTE PRICE INCREASES, FURTHER
CONTRIBUTING TO THE OVERALL INFLATIONARY PRESSURES. THESE SECTOR-SPECIFIC ISSUES OFTEN REFLECT A COMBINATION OF
DEMAND SURGES, SUPPLY CONSTRAINTS, AND UNIQUE MARKET DYNAMICS WITHIN THOSE INDUSTRIES.

(UNDERSTANDING THESE SPECIFIC AREAS PROVIDES A MORE GRANULAR VIEW OF THE INFLATIONARY LANDSCAPE. FOR INSTANCE,
THE HOUSING MARKET HAS SEEN SIGNIFICANT PRICE APPRECIATION DUE TO FACTORS LIKE LOW INTEREST RATES, INCREASED
DEMAND FOR SPACE, AND A SHORTAGE OF AVAILABLE HOMES. SIMILARLY, THE AUTOMOTIVE SECTOR HAS BEEN HEAVILY
IMPACTED BY SUPPLY CHAIN ISSUES, PARTICULARLY THE SEMICONDUCTOR SHORTAGE, LEADING TO BOTH REDUCED SUPPLY AND
HIGHER PRICES FOR NEW AND USED VEHICLES.

HousINg MARKET DYNAMICS

THE U.S. HOUSING MARKET HAS EXPERIENCED SUBSTANTIAL PRICE INCREASES IN RECENT YEARS. FACTORS CONTRIBUTING TO THIS
INCLUDE HISTORICALLY LOW MORTGAGE INTEREST RATES, INCREASED DEMAND FOR HOUSING FUELED BY PANDEMIC-RELATED
SHIFTS IN LIVING PREFERENCES, AND A PERSISTENT SHORTAGE OF AVAILABLE HOMES FOR SALE. BUILDERS HAVE ALSO FACED
RISING COSTS FOR MATERIALS AND LABOR, FURTHER CONTRIBUTING TO THE HIGHER PRICES SEEN IN BOTH HOME SALES AND RENTAL
MARKETS.

AUTOMOTIVE SECTOR CHALLENGES

THE AUTOMOTIVE SECTOR HAS BEEN A PRIME EXAMPLE OF SECTOR-SPECIFIC INFLATIONARY PRESSURES, LARGELY DRIVEN BY THE
GLOBAL SHORTAGE OF SEMICONDUCTOR CHIPS. THIS SHORTAGE HAS SEVERELY LIMITED THE PRODUCTION OF NEW VEHICLES,
LEADING TO DRASTICALLY REDUCED INVENTORY ON DEALER LOTS. CONSEQUENTLY, PRICES FOR BOTH NEW AND USED CARS HAVE
SURGED, WITH SOME VEHICLES SELLING FOR ABOVE THEIR ORIGINAL STICKER PRICE. THE INABILITY TO PRODUCE SUFFICIENT
QUANTITIES OF VEHICLES EXACERBATES THE SUPPLY-DEMAND IMBALANCE, PUSHING PRICES UPW ARD.

ENERGY PRICES AND THEIR BROAD ECONOMIC EFFECTS

ENERGY PRICES ARE A CRITICAL COMPONENT OF THE CAUSES OF HIGH INFLATION US DUE TO THEIR PERVASIVE INFLUENCE ON
NEARLY EVERY ASPECT OF THE ECONOMY. FLUCTUATIONS IN THE COST OF OIL, NATURAL GAS, AND ELECTRICITY HAVE A RIPPLE
EFFECT, IMPACTING TRANSPORTATION, MANUFACTURING, AGRICULTURE, AND ULTIMATELY, THE COST OF CONSUMER GOODS AND
SERVICES.

W/HEN ENERGY PRICES RISE, THE COST OF TRANSPORTING GOODS INCREASES, WHICH IS THEN REFLECTED IN THE PRICES OF THOSE
GOODS. MANUFACTURERS FACE HIGHER ENERGY BILLS TO POWER THEIR OPERATIONS, AND THESE COSTS ARE OFTEN PASSED ON
TO CONSUMERS. EVEN ESSENTIAL SERVICES LIKE HEATING AND COOLING BECOME MORE EXPENSIVE. THIS BROAD-BASED IMPACT
MAKES ENERGY PRICES A SIGNIFICANT DRIVER OF OVERALL INFLATION, CONTRIBUTING TO HIGHER LIVING COSTS FOR HOUSEHOLDS
AND INCREASED OPERATIONAL EXPENSES FOR BUSINESSES.

IMPACT ON TRANSPORTATION COSTS

THE PRICE OF GASOLINE AND DIESEL FUEL DIRECTLY IMPACTS TRANSPORTATION COSTS. HIGHER FUEL PRICES TRANSLATE INTO
INCREASED EXPENSES FOR TRUCKING COMPANIES, AIRLINES, AND SHIPPING SERVICES. THESE INCREASED COSTS ARE THEN PASSED
ON TO CONSUMERS THROUGH HIGHER PRICES FOR GOODS THAT NEED TO BE TRANSPORTED, FROM GROCERIES TO MANUFACTURED



ITEMS. FURTHERMORE, INDIVIDUALS FACE HIGHER PERSONAL EXPENSES FOR COMMUTING AND TRAVEL, REDUCING THEIR
DISCRETIONARY SPENDING POWER.

INDUSTRIAL AND MANUFACTURING COSTS

ENERGY IS A FUNDAMENTAL INPUT FOR INDUSTRIAL AND MANUFACTURING PROCESSES. HIGHER ENERGY COSTS INCREASE THE
OPERATIONAL EXPENSES FOR FACTORIES AND PRODUCTION FACILITIES. THIS CAN LEAD TO REDUCED OUTPUT, PRICE HIKES FOR
MANUFACTURED GOODS, OR A COMBINATION OF BOTH. THE INCREASED COST OF RAW MATERIALS, WHICH ARE OFTEN ENERGY ™
INTENSIVE TO EXTRACT AND PROCESS, ALSO CONTRIBUTES TO THIS INFLATIONARY CYCLE.

LABOR MARKET DYNAMICS AND W AGE INFLATION

THE DYNAMICS WITHIN THE U.S. LABOR MARKET HAVE ALSO CONTRIBUTED SIGNIFICANTLY TO INFLATIONARY PRESSURES,
PARTICULARLY THROUGH THE PHENOMENON OF WAGE INFLATION. A TIGHT LABOR MARKET, CHARACTERIZED BY LOW
UNEMPLOYMENT AND A HIGH NUMBER OF JOB OPENINGS, GIVES WORKERS MORE BARGAINING POWER. THIS CAN LEAD TO INCREASED
W AGE DEMANDS AS EMPLOYEES SEEK COMPENSATION THAT KEEPS PACE WITH RISING LIVING COSTS.

\W/HEN BUSINESSES FACE HIGHER LABOR COSTS, THEY OFTEN PASS THESE EXPENSES ON TO CONSUMERS THROUGH HIGHER PRICES
FOR THEIR PRODUCTS AND SERVICES. THIS CAN CREATE A WAGE-PRICE SPIRAL, WHERE RISING W AGES LEAD TO RISING PRICES,
WHICH IN TURN LEAD TO FURTHER DEMANDS FOR HIGHER WAGES. THE INTERPLAY BETWEEN LABOR SUPPLY AND DEMAND, COUPLED
WITH THE RISING COST OF LIVING, CREATES A COMPLEX FEEDBACK LOOP THAT FUELS INFLATION.

THe TiGHT LABOR MARKET AND W AGE GROWTH

THe U.S. LABOR MARKET HAS EXPERIENCED A PERIOD OF EXCEPTIONAL TIGHTNESS, WITH UNEMPLOYMENT RATES FALLING TO
HISTORIC LOWS AND JOB OPENINGS REACHING RECORD HIGHS. THIS IMBALANCE BETWEEN THE DEMAND FOR LABOR AND ITS SUPPLY
HAS EMPOWERED WORKERS, LEADING TO SIGNIFICANT WAGE GROWTH ACROSS MANY INDUSTRIES. AS BUSINESSES COMPETE FOR
A LIMITED POOL OF TALENT, THEY ARE COMPELLED TO OFFER HIGHER SALARIES AND BENEFITS, INCREASING THEIR OVERALL LABOR
COSTS.

W AGE-PRrICE SPIRAL CONCERNS

A PERSISTENT CONCERN RELATED TO LABOR MARKET DYNAMICS IS THE POTENTIAL FOR A WAGE-PRICE SPIRAL. IN THIS SCENARIO,
RISING INFLATION LEADS WORKERS TO DEMAND HIGHER WAGES TO MAINTAIN THEIR PURCHASING POWER. BUSINESSES/ IN TURN,
RESPOND BY INCREASING PRICES TO COVER THESE HIGHER LABOR COSTS. |F THIS CYCLE CONTINUES, IT CAN BECOME SELF-
PERPETUATING, MAKING IT MORE CHALLENGING FOR POLICYMAKERS TO BRING INFLATION UNDER CONTROL. THE CURRENT
ENVIRONMENT HAS FUELED DISCUSSIONS ABOUT WHETHER SUCH A SPIRAL IS INDEED TAKING HOLD.

FAQ

Q: WHAT IS THE PRIMARY CAUSE OF HIGH INFLATION IN THE US CURRENTLY?

A: THE CURRENT HIGH INFLATION IN THE US IS ATTRIBUTED TO A COMBINATION OF FACTORS, PRIMARILY A SURGE IN CONSUMER
DEMAND FUELED BY STIMULUS AND PENT-UP SAVINGS, COUPLED WITH SIGNIFICANT SUPPLY CHAIN DISRUPTIONS AND
CONSTRAINTS.



QI How DID GOVERNMENT STIMULUS CONTRIBUTE TO INFLATION?

A: GOVERNMENT STIMULUS PACKAGES INJECTED A SUBSTANTIAL AMOUNT OF MONEY INTO THE ECONOMY, INCREASING
HOUSEHOLD INCOMES AND CORPORATE LIQUIDITY. THIS BOOSTED AGGREGATE DEMAND, ALLOWING CONSUMERS TO SPEND MORE
AT A TIME WHEN THE SUPPLY OF GOODS AND SERVICES WAS LIMITED, THUS DRIVING UP PRICES.

QZ WHAT ROLE DO SUPPLY CHAIN ISSUES PLAY IN INFLATION?

A: SUPPLY CHAIN DISRUPTIONS, INCLUDING PORT CONGESTION, MANUFACTURING DELAYS, AND TRANSPORTATION BOTTLENECKS,
REDUCE THE AVAILABILITY OF GOODS. W/HEN DEMAND REMAINS HIGH BUT SUPPLY IS CONSTRAINED, PRICES NATURALLY INCREASE
DUE TO SCARCITY AND HIGHER PEODUCTION/DELIVERY COSTS.

Q: Is THE WAR IN UKRAINE A CAUSE OF HIGH INFLATION IN THE US?

A: YES, THE WAR IN UKRAINE HAS SIGNIFICANTLY IMPACTED GLOBAL ENERGY AND COMMODITY PRICES, LEADING TO HIGHER
COSTS FOR OIL, GAS, AND FOOD. THESE INCREASED COSTS HAVE A BROAD RIPPLE EFFECT THROUGHOUT THE US ECONOMY,
CONTRIBUTING TO OVERALL INFLATION.

Q: How HAVE ENERGY PRICES AFFECTED INFLATION IN THE US?

A: HIGHER ENERGY PRICES, SUCH AS FOR OIL AND NATURAL GAS, INCREASE THE COST OF TRANSPORTATION, MANUFACTURING,
AND UTILITIES. THESE ELEVATED COSTS ARE OFTEN PASSED ON TO CONSUMERS IN THE FORM OF HIGHER PRICES FOR A \WIDE
RANGE OF GOODS AND SERVICES, MAKING ENERGY PRICES A MAJOR DRIVER OF INFLATION.

Q: CAN LABOR SHORTAGES CAUSE INFLATION?

A: YES, LABOR SHORTAGES CAN LEAD TO WAGE INFLATION AS BUSINESSES COMPETE FOR WORKERS BY OFFERING HIGHER
SALARIES. THESE INCREASED LABOR COSTS ARE FREQUENTLY PASSED ON TO CONSUMERS THROUGH HIGHER PRICES FOR GOODS
AND SERVICES.

Q: WHAT IS A WAGE-PRICE SPIRAL AND IS IT HAPPENING IN THE US?

A: A WAGE-PRICE SPIRAL OCCURS WHEN RISING INFLATION LEADS TO DEMANDS FOR HIGHER WAGES, AND BUSINESSES THEN RAISE
PRICES TO COVER THESE HIGHER LABOR COSTS, CREATING A SELF-REINFORCING CYCLE. THERE ARE CONCERNS THAT THIS DYNAMIC
MAY BE CONTRIBUTING TO CURRENT INFLATION IN THE US.

Q: How DID THE PANDEMIC SPECIFICALLY IMPACT CONSUMER DEMAND FOR CERTAIN
GOODS?

A: DURING THE PANDEMIC, CONSUMERS SHIFTED SPENDING FROM SERVICES (LIKE TRAVEL AND DINING) TO DURABLE GOODS (LIKE
ELECTRONICS, HOME FURNISHINGS, AND VEHICLES) DUE TO LOCKDOWNS AND CHANGES IN LIFESTYLE. THIS CONCENTRATED DEMAND
PUT IMMENSE PRESSURE ON THE PRODUCTION AND SUPPLY OF THESE SPECIFIC GOODS.
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