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The Fundamentals



The Fundamentals



But what about Inflation?

• Prices have increased 
19% since the start of 
pandemic



The Fundamentals – Inflation Adjusted
GDP & Wages back to 
*real* growth trend. Real 
Consumer Spending above 
trend



The Fundamentals – Inflation Adjusted

Households of all ages are 
the (or near the) 
wealthiest they’ve ever 
been



Distributional Considerations
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Distributional Considerations
For bottom 60% of 
American workers, wage 
growth was higher than 
inflation. 



• Ok, news is net positive.
• How do people feel about the economy  



• Ok, news is net positive.
• How do people feel about the economy  

They Hate it!



They Hate it!

• A lot!

Measures of sentiment are 
at (and were below) levels 
from the Great Recession!

Low and High income HHs 
hate it! 



Why do they hate it?
• Theories:
(1) Economic statistics are fake

– “The CPI basket changes over time”
(2) Economic statistics measure wrong thing

– Its not about how a ‘typical’ family is doing, its about how a specific group is doing
(3) Structural change in how statistics are perceived

– People care more about inflation now than in the past
(4) Incorrect understanding of link between wages and prices 

– “The wage increase I got was my reward for a job well done. Inflation is the 
government’s fault.

(5) Information diets about the economy.
– People think the economy is bad because that’s what they have been told.



Why do they hate it?
• Theories:
(1) Economic statistics are fake
(2) Economic statistics measure wrong thing 

– Unlikely: That’s always been true.
(3) Structural change in how statistics are perceived

– Untestable. Not grounded in theory. 
(4) Incorrect understanding of link between wages and prices 

– Plausible
(5) Information diets about the economy

– Plausible



Fake Statistics?

$230 – 30m units

$45

How much for a used Xbox 360?



Wrong measure? 
• This is a uniquely American problem.



Wage/Inflation misunderstanding? 
• Robert Shiller (1997) “Why do People Dislike Inflation”
• Surveyed 113 laypeople and 76 economists.

Should the gov’t ever aim for 
disinflation?

What’s wrong with inflation?



Bad information? 

• FT quizzed about the economic 
fundamentals, eg:
– Is inflation higher today than 1 year 

ago, only 9% correctly said “No”
– Is net worth higher than pre-

pandemic, only 13% correctly said 
“yes”

• F- overall grade
• Why do they fair so poorly?



Bad information? 
• % Cable airtime for “recession” coverage



Bad information? 
• % Cable airtime for “recession” coverage



Bad information? 
• % Cable airtime for “recession” coverage

Actual recession periods



In summary

• By most economic measures, the economy is good
• MOST households are better off today than they were before 

the pandemic
• Most people hate this economy
• Most people are getting bad information about the economy
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