Principles of Macroeconomics
Outline on Inflation
Inflation is a chronic increase in average prices over time.

Who cares about inflation?

Measures of Inflation


Consumer Price Index changes in the cost of goods that consumers’ purchase


Producer Price Index changes in the prices of goods that producers’ purchase


Medical Price Index changes in the price of medical goods and services

An example of CPI overtime and across metropolitan statistical areas (MSA).

What is deflation?  


Why is it an issue for businesses?

What are the negative effects of inflation on the economy?


decreases purchasing power

increases interest rates


creates uncertainty

bracket creep

What is the difference between real wages and nominal wages?

What are the causes of inflation?


demand pull 


cost push

increases in the money supply

How does the US compare to other countries?


from the Economist
Comparisons over time

How does productivity effect inflation?

