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Alan Detmeister , David Lebow , and Ekaterina Peneva According to surveys, consumers tend to expect future
inflation that is higher than official estimates of current inflation. Inflation expectations of consumers also tend
to exceed those of professional forecasters and those inferred from financial-market prices. Do survey
respondents actually expect inflation to be higher in the future than it is now, or do they think current inflation
is higher than official statistics? Our preliminary results show that survey responses indicate inflation
perceptions differ widely across individuals with a slightly wider distribution than for inflation expectations
but the bulk of responses are between zero and five percent. On balance, survey respondents do not expect
inflation to change in the future relative to the recent past. Inflation perceptions, as with inflation expectations,
vary by gender and income, though a correlation between perceptions and age is less clear. Even controlling
for demographics, respondents with higher perceived inflation also tend to expect higher inflation, suggesting
that changes in inflation perceptions could lead to changes in inflation expectations as well. The questions
were posed in February, May, and August of this year and will be repeated in November. In this note, we
focus on the responses from the February and May surveys but we plan on updating the analysis when we
have the responses from all four surveys. The two new questions: During the past 12 months, do you think that
prices in general went up or went down, or stayed where they were a year ago? What about prices over the
past 5 to 10 years? Do you think prices now are higher, about the same, or lower than they were 5 to 10 years
ago? During the next 12 months, do you think that prices in general will go up, or go down, or stay where they
are now? What about the outlook for prices over the next 5 to 10 years? Do you think that prices will be
higher, about the same, or lower, 5 to 10 years from now? Figure 1 shows the distributions of the answers and
Table 1 contains summary statistics. We show data for the February responses only; the results from the May
and August surveys are broadly similar. Inflation Perceptions and Expectations, February Source: University
of Michigan Surveys of Consumers. Accessible version As the histograms make clear, for each of the four
distributions, the bulk of responses are in the range of 0 to 5 percent. Thus, the responses for inflation
perceptions appear broadly similar to those for inflation expectations. That said, the distribution of perceptions
is somewhat wider than for expectations, with a substantial minority of respondents perceiving inflation to
have been materially outside a 0 to 5 percent range. The central tendencies of the responses for both inflation
perceptions and expectations are somewhat higher than the published inflation data Table 1. This is especially
true for the means, as the distributions are slightly skewed to the right; trimming just a few outliers brings the
mean, especially for perceptions, down toward the median. For readers who are concerned by even the modest
differences between perceived inflation and the published inflation data, we ask you to reflect upon the
difficulty of the problem posed to survey respondents. Although some respondents might be familiar with
recent published inflation data and base their responses on that knowledge, we surmise that the large majority
instead base their responses on their own experiences. Some items are purchased infrequently; some items will
have changed over time so that a direct price comparison is complicated or not meaningful; and pricing of
some items like cell phone service plans may be quite complex. Even for individuals who pay close attention
to the prices they face, performing a rough mental aggregation of all those different price movements is
challenging. Perceptions of past inflation and expectations of future inflation from University of Michigan
Surveys of Consumers February, a Perceived over past 5-to years Expected over next 5-to years Perceived
over past 12 months Expected over next 12 months 10th Percentile.
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Each bar represents the geometric mean for the decade not the total cumulative inflation for that 10 year
period. For two of the decades below you would think the numbers were large enough to be for the entire
decade rather than the average annual rate for a single year. The teens beginning in when the U. This resulted
in a cumulative total inflation for the years until the end of of There was so much inflation in January that if
you calculate the average from the end of January - December the average for the decade is Well, the total
cumulative inflation for the almost 22 years from January through December is The following chart shows
how much inflation was "racked up" during the each decade rather than simply the average for each year
during the decade. Cumulative inflation per decade Article for more information about this chart. As we
passed the th anniversary of the creation of the FED what have they done to our currency? The following chart
shows the trajectory since We have recently updated the method of calculating the averages so they will be
slightly different than you may have seen previously. That means that instead of taking the annual inflation
rates for each of the ten years of the decade and then averaging them all together we have used the geometric
mean. The geometric mean is also called the compound annual growth rate CAGR and is typically used to
calculate things like average investment return. This generally produces a slightly lower number but it is the
accepted method of calculating average percentage rates. According to the University of Toronto Mathematics
network "The geometric mean is relevant any time several quantities multiply together to produce a product.
The geometric mean answers the question, "if all the quantities had the same value, what would that value
have to be in order to achieve the same product? Applications of the Geometric Mean. The typical way of
averaging is called the "arithmetic mean. Interestingly, the answer is "that depends. The most recent decade
changed from 2. The biggest change came during the six years from The arithmetic mean produced 8. It is
interesting to note that the inflation for the "teens" decade was the highest at 9. Note that the most prosperous
decades were those of low inflation like the roaring twenties although in that case, the prosperity was
primarily for the rich and middle class while the poor farmers suffered due to falling crop prices , the fabulous
fifties , and the nineties. Both the 20s and the 90s culminated in a stock market crash while the decade with
deflation is known for the poverty they included. A truly healthy economy with increasing productivity and no
increase in money supply will result in lower consumer prices and even more wealth to go around. The same
economic conditions combined with moderate inflation may appear healthy but the some of the wealth will be
siphoned off to the government via inflation, so the the people will not prosper as much as they would have
had there been no inflation at all. Click Here for information on Gasoline Price Inflation You may enjoy this
article- Is there a correlation between inflation and the stock market? This chart compares decade inflation and
stock market returns during the decade. For a more in depth look at the individual decades see:
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Each family or unrelated individual in the population is assigned a money income threshold based on the size
of his or her family and age of its members. The poverty thresholds are adjusted each year to reflect changes in
the consumer price index. The poverty rate is the percentage of people living in poverty. The official poverty
statistics show a sharp decline in the poverty rate between and but little real change since then, apart from
fluctuations due to the business cycle. For a number of reasons, however, the official measure is an unreliable
guide to trends in poverty since and significantly understates progress in reducing poverty since then. The
official poverty measure is based on Census money income, which includes cash assistance but does not count
non-cash assistance like SNAP formerly known as food stamps and rental vouchers. Alternatives to the
Official Poverty Measure Over the years, researchers have raised a number of serious conceptual and
measurement concerns about how the official poverty rate is calculated. NAS-based measures use a more
complete definition of income that includes the value of non-cash benefits and tax credits while subtracting
taxes and certain expenses. The NAS also recommended using a modernized poverty line that varies with local
housing costs. This measure reflects recommendations from a federal interagency technical working group
that drew on the NAS report and subsequent research. The Census SPM is available from to Unlike in the
official poverty measure and most previous implementations of the NAS measure , unmarried partners are
counted in the same SPM family. Without government assistance, poverty would have been about the same in
as in under this measure, which indicates the strong and growing role of antipoverty policies. Also, the child
poverty rate fell to a record low in based on the SPM, largely due to increasingly effective government
assistance policies. Poverty also rose much less in the Great Recession when measured by the SPM rather than
the official rate. Between the year before the recession and the year after the recession , the anchored SPM
rose from The smaller increase under the SPM largely reflects the wider range of economic security programs
included in the SPM and their success in keeping more Americans from falling into poverty during the
recession. Such underreporting is common in household surveys and can affect estimates of poverty and, in
particular, deep poverty because people who underreport their benefits naturally make up a larger share of
those with the lowest reported incomes. While respondents may also underreport earned income, the net rate
of underreporting in the CPS is thought to be much lower for earnings than for benefits. By the official
measure, the share of children below half the poverty line fell from to , from 8. When counting non-cash
benefits and taxes but not correcting for underreporting, the figures are essentially flat, at 4. Only the corrected
figures show the increase. Over the period, TANF cash assistance programs served a shrinking share of very
poor families with children. Family Finances from to For its more limited set of categories, the ACS provides
better data at the state and local level than the CPS, but Census advises that the CPS data provide the best
annual estimates of income, poverty, and health insurance coverage for the nation as a whole. Census money
income does not include non-cash benefits such as those from the Supplemental Nutrition Assistance Program
food stamps , Medicare, Medicaid, or employer-provided health insurance. In addition, earnings well below
this limit are suppressed and replaced with group average values in the public-use data files of the ASEC made
available to researchers. For low-income households, the fungible value of government-provided health
insurance can be substantially less than the average cost to the government of providing it. For example,
advances in medical technology could enhance the value to households of health care spending in ways that
the income data would not fully capture. As CBO explains in its July 10, report p. The households who moved
out of the bottom quintile generally had much lower cash income than did those who moved into it. Their most
recent estimates are available at http: For example, estimates of the share of income going to the top 1 percent
in range from Thresholds are determined according to age and filing status. Many people who are not required
to file tax returns nonetheless pay considerable federal taxes, such as payroll and excise taxes, as well as state
and local taxes. The number of non-filing tax units in their analysis is the difference between their estimated
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total and the number of returns actually reported in the IRS data. This methodology assumes the number of
married women filing separately is negligible, and it has been quite small since Before that, however, married
couples with two earners had an incentive to file separately, and Piketty and Saez adjust their data to account
for that. For earlier years, when the percentage of non-filers and their share of income were much higher,
Piketty and Saez assume, based on the ratio in subsequent years, that total market income of filers plus
non-filers is equal to 80 percent of total personal income less transfers reported in the National Income and
Product Accounts for and as estimated by the economist Simon Kuznets for For those years, the total income
of non-filers is the difference between estimated total income and income reported on tax returns. In , 84
percent of compensation came through wages and 16 percent through benefits; in , 93 percent came through
wages and 7 percent through benefits. Since there is no consensus on the ideal approach to valuing
government-provided health insurance, researchers are likely to continue exploring how alternative
approaches affect the interpretation of historical trends and year-to-year changes in household income and its
distribution. When it increases by percent, it quadruples. However, CBO provided data showing that if the old
method had been used, the growth in the bottom quintile would have been 26 percent, lower than the 38
percent growth for the middle 60 percent. The average income for the top 0. Liabilities include such things as
credit card debt, mortgages, and past-due bills. Recent Trends in Income and Wealth. These thresholds reflect
an equivalence adjustment, but not the same three-parameter scale Census uses when it equivalence-adjusts
household income. CBO uses another equivalence adjustment, based on the square root of the number of
household members. Estimates of these alternative poverty rates are available for each year from through The
latest tables are available here: NAS measures also use a three-parameter equivalence scale to adjust for
family size and composition. For the purpose of measuring poverty, the NAS report recommended against
treating the value of medical benefits as income, noting ways in which medical benefits do not serve the same
role as cash. Instead, the report recommended subtracting out-of-pocket medical expenditures from income,
since money spent on medical needs is not available to meet the basic needs of food, clothing, shelter, and
utilities upon which the NAS poverty threshold is based. Census Bureau, September , https: Census Bureau for
, the SPM poverty rate rose from TRIM starts with person-by-person Census data from the CPS and adjusts it
to better match true numbers of recipients of assistance from program records. SNAP lifted 10 million people
above the SPM poverty line in with corrections, compared with 5 million people without these corrections.
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The massive postwar reconstruction effort of the preceding decade led to vibrant growth in Europe and Asia.
Although Dylan probably did not have global production in mind, the world economy witnessed some truly
unimaginable changes during the ensuing half century. Some low-income countries with chronic development
problems started growing much faster and eventually became major contributors to global growth. The world
economic order went through a tectonic transformation, accompanied by, and in part caused by,
groundbreaking advances in science and technology and the rise of globalization. How has the global
economy changed since ? We present an eclectic answer to this question by summarizing some major changes
over the past 50 years. The progress the world economy experienced during this period has been impressive.
There is still a glaring need for progress in many areas, but there is also cause for optimism. New technologies
Had we written this article in , we would have used typewriters, not computers, and might have relied for
background research on hard copies of journals and books. It could have taken many weeks to assemble the
related statistics and to translate them into the charts. It could, as well, have taken several weeks to ship
printed issues of the magazine to readers around the world. Thanks to many technological developments over
the past half century, today we have instant access to a vast array of information sources and are able to share
new knowledge with the rest of the world in seconds. Rapid progress in communication and transportation
technologies has facilitated major innovation in many other fields, radically changed how we work, raised
productivity, and led to stronger international trade and financial links. How we communicate has changed the
most, as advances in computers and mobile technologies have revolutionized all mediums of communication.
It was able to undertake basic computations, such as addition and multiplication. The introduction of the
Internet to the public in started a new era in communication. The tremendous increase in Internet access has
brought people, businesses, and countries closer, while mobile communication has become cheaper and more
accessible. In , the first commercial communications satellite was launched from the United States, providing
two-way telephone circuits. Today, there are about commercial communication satellites processing and
transmitting information across the world, with a capacity that dwarfs In , there were five mobile phone
subscriptions for every million people; today there are more than 90 for every people see Chart 1. New
technologies have been making earlier modes of communication obsolete. With the rapid rise of wireless
communication, landlines, for example, have declined during the past decade. The transportation sector has
also gone through a major change over the past 50 years. Today, we can travel and ship goods much faster and
more cheaply than a half century ago. With the availability of cheaper and faster communication and declining
shipping costs, even small businesses have access to overseas markets. Although annual global energy
consumption from primary resources fossil fuel, natural energy, nuclear power has more than tripled over the
past half century, technological improvements in the energy sector made production more efficient than ever.
The global oil supply as a percent of total primary energy supply has also declined with increased supplies of
natural gas, nuclear power, and renewable energy sources such as geothermal, solar, and wind. Advances in
communication and transportation technologies coincided with and fostered accelerated globalization as
countries became more interdependent through a rapid increase in cross-border movement of goods, services,
capital, and laborâ€”and led to much faster diffusion of ideas and cultural products. The past 50 years have
witnessed profound changes in the volume, direction, and nature of international trade: Intraregional trade
flows have also become more prominent with the proliferation of regional trade agreements. Trade in
manufacturing goods has grown rapidly, and led to cross-border supply chainsâ€”companies can now locate
different stages of the production process in several countries. The change in international financial flows has
been even more dramatic: As more countries have embraced the benefits of permitting the free movement of
capital, international financial flows have increased markedly. The composition of international financial
flows has also changed: Although the extent of integration of labor markets across countries is much lower
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than that of trade and financial markets, cross-border movements of labor have also registered a considerable
increase over the past 50 years. About million people live as migrants today, up from 77 million in Two
decades ago, people migrated mostly from developing to developed economies. Regional migration between
developing economies now exceeds migration to developed economies. New global actors A number of
countries became independent during the past 50 years see Box 1. In much of this period, however, a bipolar
world economyâ€”composed of developing countries in the South and developed countries in the
Northâ€”was the norm. The South consisted of mostly poor and labor-abundant economies that supplied
agricultural products and raw materials to the North. The countries of the North were richer and more
developed. They produced manufactured goods and accounted for the bulk of global trade and financial flows.
Since the mids, however, some of the countries of the South, the so-called emerging market economies, have
grown at an extraordinary pace while rapidly integrating into the global economy. They have also diversified
their production base and exports toward manufactured goods and services and away from agricultural
products. While their shares of world population and labor force have remained relatively stable over the past
50 years, the emerging market economies have established a growing presence in every other economic
dimension. As a group, their share of global GDP nearly doubled see Chart 3. Their contribution to global
growth was on average 30 percent between and , roughly half that of advanced economies in that period.
Emerging market economies have also become the main engine of global trade while rapidly establishing
stronger banking and other financial links with the rest of the world. Some emerging market economies have
performed even better. The list of the 20 largest economies now includes South Korea and Indonesia, which
were nowhere close a few decades ago. Painful interruptions The world economy is six times larger than it
was half a century ago, growing at an annual rate of 4 percent during the period. New technologies have paved
the way for more efficient production systems in a wide range of industries and promoted economic growth.
From to , the average annual growth rate of world GDP per capita was about 2 percent, and in more than half
of the past 50 years, the world grew faster than this average. As a result, global per capita GDP more than
doubled between and despite a major increase in population see Chart 5. But the global growth process itself
has never been smooth. Many countries experienced financial crises that led to significant declines in their
growth during the past half century see Box 2. The global economy also went through periods of severe
interruptions in growth. In every decade after the s, there was a global recession see Chart 6. In , , , and , world
per capita output declined and various other measures of global activity fell simultaneously Kose and
Terrones, forthcoming. Each of these global recessions coincided with severe economic and financial
disruptions in many countries around the world. A sharp increase in oil prices triggered the recession. A series
of global and national shocksâ€”including another jump in oil prices in , the U. Although the recession
coincided with many adverse global and national developments, it became a worldwide event because various
domestic difficulties were transmitted to other countries: The episode started with a financial crisis in the
United States in , but rapidly spread to other advanced economies and some emerging markets through trade
and financial linkages. Each global recession lasted only a year, but exacted deep and long-lasting human and
social costs: The most recent global recession was the deepest since the Great Depression of the s: In , 83
million young people were unemployedâ€”more than at any time in the past two decades. The global
economy, especially labor markets, still suffers the effects of the recession, seven years after the beginning of
the crisis. Poverty and inequality The world population grew from 3 billion in to about 7 billion in , but the
global economy grew faster than the world population, leading to a better standard of living for the average
world citizen. Improvements in medical technology, sanitation, and vaccination helped reduce the death rate
and, despite declining birth rates, the world population has kept rising as people enjoy longer lives. In the
mids, life expectancy at birth was about 55 years; today a newborn is expected to live about 70 years see table.
There has been progress in schooling too. The number of children completing primary education increased
from 80 percent of the global school-age population in the s to 92 percent in In low-income countries, this
change has been more dramaticâ€”from 45 percent to slightly more than 70 percent in the past three decades.
The average world citizen is richer than ever thanks to the growth the global economy has enjoyed over the
past 50 years. However, the benefits of this growth have not been equally distributedâ€”the result is enduring
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poverty and inequality. One of the Millennium Development Goals the United Nations agreed to in was to
reduce extreme poverty by half between and Although that goal was achieved five years ahead of schedule,
extreme poverty remains widespread in a number of low-income countries. Thirty years later,
upper-middle-income countries have achieved a substantial decline in poverty thanks mostly to rapid growth
in emerging market economies. However, in low-income countries, almost half of the population still lives in
extreme poverty. At the global level, more than a billion people, mostly in sub-Saharan Africa and south Asia,
are in extreme poverty. Inequality has also increased in most countries. For example, from to , inequality
increased in more than two-thirds of countries with data available. Cross-country inequality reached its highest
level in the late s and then started declining, but is still higher than in the early s. Moreover, the share of
income earned by the top 1 percent of the population has risen in most of the major advanced and emerging
market economies see Chart 8. For instance, in the United States, the richest 1 percent of the population
receives about 18 percent of national income today, compared with about 8 percent 50 years ago. A major
challenge of a different sort for the global economy is climate change. Carbon dioxide emissions have risen
significantly, especially over the past two decades, and appear to have led to a wide range of problems,
including rising sea levels, melting glaciers, and more extreme weather events. The number of reported
weather-related natural disasters has increased more than three times since the s. In addition to extreme
poverty, low-income countries are vulnerable to the risks stemming from climate change. Although there has
been progress in regulating global emissions of greenhouse gases over the past 25 years, much more needs to
be done to mitigate the adverse effects of climate change. Looking back, looking forward The world economy
has gone through a period of great transformation since The breathtaking pace of technological progress and
international integration has resulted in a truly global village, where countries are much closer because of
faster and better modes of communication and stronger trade and financial linkages than could have been
imagined 50 years ago. There has been considerable progress in elevating living standards in many corners of
the world. However, much still needs to be done to improve macroeconomic and financial policies to allow a
better response to financial crises and to reduce poverty and inequality. The good news is that there is clear
recognition of these massive challenges. And, through multilateral organizationsâ€”such as the International
Monetary Fund and the World Bank, which turn 70 this yearâ€”there has been a concerted effort to overcome
them. The IMF has taken steps to improve its policy advice for crisis prevention and management and
enhanced its macroeconomic and financial sector surveillance facilities.
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6: US Inflation Rate by Year
A Consumer Price Index of indicates 58% inflation since , while a CPI index of would indicate % inflation since The
commonly quoted inflation rate of say 3% is actually the change in the Consumer Price Index from a year earlier.

7: Historical Consumer Price Index (CPI)
During the past ten years the U.S. economy has experienced three recessions. From one year to the next, the
Consumer Price Index rose from to

8: FRB: Inflation Perceptions and Inflation Expectations
Consumer Tech Cybersecurity Enterprise & Cloud Games Healthcare -- 5, 10, 20 years in the past and future. During a
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recent visit, I was impressed with the caliber of students and teachers.

9: A World of Change -- Finance & Development, September
For years now, the Consumer Price Index has measured price change in the U.S. economy. Breaking the year period
into several distinct subperiods, this article examines major patterns and trends in price change during each one and
highlights notable features of the CPI data.
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