
SHORT ESSAY INFLATION

A small rise in prices or a sudden rise in prices is not inflation since these may reflect the short term workings of the
market. It is to be pointed out here that.

Workers salaries have gone up dramatically. There exists a consistent conventional Phillips curve despite
some changes in monetary policy. Their only motive is to get as much profit as possible and they try to fleece
the customers as much as possible. The rates of unemployment remained stagnant to its highest level during
this time. And rising prices, again, prompt trade unions to demand higher wages. However, aggregate demand
may rise following an increase in money supply generated by the printing of additional money classical
argument which drives prices upward. Therefore, inflation demonstrate, a reduction in the purchasing power
per unit of money. Inflation results when actual economic pressures and anticipation of future developments
cause the demand for goods and services to exceed the supply available at existing prices or when available
output is restricted by faltering productivity and marketplace constraints Food prices go up, transportation
prices increase, gas prices rise , and the cost of various other goods and services skyrocket over time. The
inflation can be measure by the inflation rate the change in the price index during a period of time. By October
of , the postage of the lightest letter sent from Germany to the United States was , marks. In addition, price
increases in the supply-and-demand model were one-time events, representing a shift from a previous
equilibrium to a new one. Such inflation is called demand-pull inflation henceforth DPI. The value of the
German mark became next to nothing, and people ended up having to trolley wheel-barrows full of money just
to buy a loaf of bread. Accustomed Naji al-Hamdani , in a study on Inflation in the Iraqi economy, inflation
arises in most cases because of the imbalance and lack of balance between aggregate demand and aggregate
supply in the national economy. Exchange Rates Inflation can be made worse by our increasing exposure to
foreign marketplaces. Prices of commodities are thereby increased. In the midst of rising inflationary trend,
firms cannot accurately estimate their costs and revenues. Former leads to a rightward shift of aggregate
demand curve while the latter causes aggregate supply curve to shift leftward. Investors: People who put their
money in shares during inflation are expected to gain since the possibility of earning business profit brightens.
Essentially, this theory states that when companies are faced with increased input costs like raw goods and
materials or wages, they will preserve their profitability by passing this increased cost of production onto the
consumer in the form of higher prices. Ten of the best ways to combat inflation are as follows: 1. In reality,
people cannot predict accurately future events or people often make mistakes in predicting the course of
inflation. Invest in collectibles. Grade inflation is known as the rise in higher grades of students without an
equal rise in their achievements. Stern measures are to be taken against such profiteers and black marketers.
These two important raw materials are needed by every sector, especially the transport sector. But TIPS do not
offer the opportunity for significant capital appreciation, and therefore should only make up a portion of your
personal investment portfolio allocation. The German Inflation of s was also Catastrophic: During , the
German price level went up 5, per cent, in , the situation worsened; the German price level rose 1,,, times. One
such instance of its broader applications is seigniorage. Why the vast difference in prices? But why does
aggregate demand rise? Hence, any factor that increases aggregate demand can cause inflation. Because local
trader will hide the stocks or take advantages in the situation that the oil price increase to increase the prices of
good. Just like the price of a commodity, the level of prices is determined by the interaction of aggregate
demand and aggregate supply. Keynesian view[ edit ] Keynesian economics proposes that changes in the
money supply do not directly affect prices in the short run, and that visible inflation is the result of pressures
in the economy expressing themselves in prices. Related posts:. Butter cost 1. Imagine going into the popular
local food market or gas station several times a week. Since the interest rate is low, firms and people will tend
to spend rather than put it into bank.


