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One the one hand…

• Employment growing
• Extremely low 

unemployment
• Consumers are spending
• Wages going up

On the other hand…

• Consumer pessimism
• Inflation
• Labor shortages
• Housing costs
• Interest rates
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Is the economy “good” now, or what?
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“Shrinkflation”



Almost 4 decades of price stability 
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What caused the inflation?

● High household savings rates
○ Federal spending
○ Changing spending patterns

● Accommodating monetary policy
● Supply chain disruptions
● Oil prices and geopolitics
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Housing demand is high, supply is low

Prices Supply
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Relationship between wages and inflation

● Labor costs are a component of 
almost everything that we buy

● Price increases cause wage increases, 
and vice versa

● Recent inflation not initially caused by 
labor costs, but later pass through

● Labor shortages might make inflation 
“sticky”
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