
Ch22 : Inflation

inflation + prices

Definition : sustained rise in average price level

measured by consumer price Index (cP1)

losers :

- fixed income

- lenders

- savers

- producers

benefits :

Hyperinflation :

·

Germany WWI : printed money to pay reparations to GB

· Zimbabwe

CPI :

- average item total -> watch the price

price index =

netatgood(thisyear,

Reason for Indexing : compare years in a large table
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Ch22 : Inflation Problems
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https://www.minneapolisfed.org/about-us/monetary-policy/inflation-calculator/consumer-price-index-1913-
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#36. Inflation 5%

cal union member w/ labor contract : nurt

- inflation is eating your wage

(b) person w/ large stash of cash : hurt

↳ worth of $ is going lower

(c) bank lending money to someone :hurt

↳ being paid wh worth less

(d) borrower : benefits

↳ paying with less and less money

* inflation : still paying $30
,
000 ??? 2 *

(e) employee will have pay raise in 12 mo : hurt

↳ nominal raise
$20/hr -> $21/hr ( + 5 % raise)

real raise : 5% - 5% = 0 %

https://www.minneapolisfed.org/about-us/monetary-policy/inflation-calculator/consumer-price-index-1913-
https://www.minneapolisfed.org/about-us/monetary-policy/inflation-calculator/consumer-price-index-1913-


# 37 . vosalie the retiree

1-time payout of $20, 000 not indexed to inflation
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