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INFLATION

INFLATION s éxdogn | CAUSESOFINFLATION

B I D e * Demand Pull Inflation : occurs when there is an

poﬁt;dmmmin;:m wcreased demand for products and services, and the
This also i Rt i existing production capacity could not cop up with the
€ nsing demand (So, demand > supply, price will nse.)

The calculation and presentation of

inflation happens in percentage + Cost Push Inflation : occurs when the supply 1s

terms. restncted, or there is an increase in production cost, and

* 'The inflation pescentage tells us mMﬂwmﬁo,dmdeupply,pdu
Pd:na i * Built-In Inflation : Price nse expectations of the

* For example, if inflation rate for working class, seeking an increase in the current wiges.
gasoline is 3% pa. then price of Thus increases production cost and hence leads to
pasoline may increase by 3% next ~ inflation.

year So if the gasoline price is §
200 et veiwbes | TYPESORINDEXES |

206. Consumer Price Index Producer Price Index

OMBACTORINFIATIONT, (. oot ool

pace of consumer goods & pace of domestically

* Continuous fise in prce over | services over some time ‘ produced goods over time.
ume, creates Hypennflaton Employment Cost Index ~ GDP Deflator 1# & measuze
* People lose fuith in money, and is the measurement of the | of the price movement of

no one holds money. It adversely changes happerung in the  goods and services included
affects savings. labour costs. _ n GDP




Based on Inflation Rate
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Different types of

inflation z :
Demand-pull inflation Cost-push inflation

Rising demand in _ Ihcfreas? in cost, e.g.
economy ) ~ rising oil prices

Core Inflation ) Rl Wage-inflation

Inflation rate exduding / | Inflation caused by rising real
f \ wage
temporary factors

Hyperinflation Imported inflation

Inflation of over 1,000% a year. Inflation caused by rising price
of imports, e.g. due to
devaluation




