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Delta variant is waning
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As COVID goes, so goes the economy
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Shipping costs climb with supply chain bottlenecks



Inflation rose markedly as economy reopened



COVID-sensitive sectors are pushing inflation up
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A repeat of the 1970s?
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The ups and downs of US inflation



Factors to keep in mind
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• We learned from the Great Inflation

• Labor market institutions have changed

• Measurement issues are better understood



Importance of expectations and natural rates
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The Phillips curve broke down in the 1970s



Changes in theory: Expectations and natural rates
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Expectations and wage-price spirals

13



14

Labor markets have changed



Fewer automatic COLA wage adjustments
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Economy less prone to wage-price spirals
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Investors are pricing in moderate inflation



Household inflation expectations are more sensitive



Natural rates and measurement
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Failed to spot the productivity slowdown

20



Is labor participation drop temporary or permanent?
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Pragmatism in the face of uncertainty



Conclusion

23

• Expect current high inflation to be temporary

• Repeat of the Great Inflation of the 1970s is unlikely

• We learned from the Great Inflation

• Labor market institutions have changed

• Measurement issues are better understood, but still a challenge
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