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U.S. Inflation Is Highest in 13 Years 

Inflation in the United States rose 8.6% in May 
2022 from 2021, the highest rate in four decades

First reason: The Fed 

The Federal Reserve System is USA’s central banking 
system. It was created in 1913 after a series of 
financial panics led to the central control of the 
monetary system in order to alleviate financial crises.

The Fed's main duties include conducting national 
monetary policy, supervising and regulating banks, 
maintaining financial stability, and providing banking 
services. 

The Federal Open Market Committee (FOMC) is the 
Fed's monetary policy-making body and manages the 
country's money supply. 2



U.S. Inflation Is Highest in 13 Years 

I. Everyone blames the inflation on the Fed, the 
policy-making arm. The Fed has the mandate to 
control inflation. 

II. The Fed's monetary policy is very loose and 
guide even more so after the COVID pandemic 
hit. They're doing their quantitative easing, which 
means they're buying bonds at a rate of a $120 
billion a month to inject more capital into the 
system. Interest rates are at near zero levels. 

III. When money is cheap, and they are just 
injecting liquidity into the system that is going to 
produce some inflationary pressure.  
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CARES Act with the stimulus checks

2nd Reason: All the CARES Act with the stimulus 
checks

CARES Act: Higher Education Emergency Relief Fund

The Coronavirus Aid, Relief, and Economic Security Act 
(CARES) allotted $2.2 trillion to provide fast and direct 
economic aid to the American people negatively 
impacted by the COVID-19 pandemic. 

Approximately $14 billion was given to the Office of 
Postsecondary Education as the Higher Education 
Emergency Relief Fund, or HEERF.

USA had 3 rounds of stimulus checks now. A lot of 
stimulus creating a lot of inflationary pressure.   
Everyone is going out and spending their stimulus 
checks they're just thinking about this inflation. 4



Supply-and-demand 

3rd Reason: supply-and-demand 

Inflation is really supply-and-demand-driven when you 
get outside of the policy sphere. Too many people want 
something and there isn't enough of it, the price is 
going to go up. 

The reopening is tougher on the economy than shutting 
down because of the big spike in demand. Demand has 
just gone through the roof lately.   

All of this money chasing a somewhat limited amount 
of goods. 

Transitory? is this something that's lasting or is it 
something that is just a temporary blip?
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MANUFACTURNG Slow down – COVID19 

4. Supply chain disruptions: Semiconductors 

COVID19 panic, lockdowns, and general uncertainty:  
automakers cancelled orders. 

Large number of the workforce recreated the office at 
home: Huge demand for computers, monitors, other 
equipment. Also, more spending on home 
entertainment, such as TVs and game consoles. 

90% of the chips were for high technology equipment. 
Auto industry makes up less than 9% of chip demand 

Empty parking lot at new car dealership. Nissan 
dealership normally has 300 new cars on the lot. Now:  
less than 10 new cars. This led to used car values really 
spiking. A used 2019 Ford SUV is worth more now than 
the new.  6



MANUFACTURNG Slow down – COVID19 

Supply chain disruptions   

Inflated home value. You can sell your house for twice 
what you bought it, that sounds great but then I got to 
go buy another house. 

Food service : You can't get chicken wings in a lot of 
places. Costco was out of wings. Starbucks was out of 
certain items. 

Chipotle has a big sign that said, "Due to supply chain 
limitations, we're out of several items. Apologies for the 
inconvenience."
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Worker shortages 

5. Airlines have been canceling flights. Airports do 
not have enough workers 

Unemployment benefit boost. 

Companies are raising wages. Food service and retail 
industries are really having to raise wages to compete 
and to get employees. 

Restaurants are closing Mondays and Tuesdays 
because they didn't have enough staff. He said he 
raised their starting wage by $3 an hour and pay in 
cash. An hour wait for burritos at the Chipotle because 
they don't have staff.

A lot of parents don‘t have a child care and can’t work 
right now. A lot of day cares haven‘t reopened since 
the pandemic in some places
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6. global energy crisis 

The 2021–2022 global energy crisis is 
the most recent in a series of cyclical 
energy shortages experienced over the 
last fifty years. It is more acutely 
affecting countries such as the United 
Kingdom, and China.

The Russian/Ukraine war have 
threatened the energy supply from 
Russia to Europe, causing European 
countries to diversify their source of 
energy import. 9



China Manufacturing 
China is the world’s largest producer, consumer, 
exporter of consumer electronics. China is the 
world’s largest manufacturer (over 90%) of the 
world’s mobile phones, computers and televisions.  

Global demand for consumer goods has soared. 
Chinese exports are about 20% higher than their pre-
pandemic trend, and factories have struggled to keep 
up with orders. 

China reported that factory-gate prices rose at an 
annual rate of 9% in May, the highest in more than a 
decade. 

Soaring shipping costs and a stronger yuan, will 
probably push up the prices of made-in-China goods, 
from phones to futons. 10
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