Consumers Expect Inflation To Rise - Inflationary Pressures

Even though traditional government data has current inflation at 1.2%, consumers have
a different perspective with higher inflation expectations. The Federal Reserve Bank of
New York tracks and maintains consumer inflation expectations every month, separate
from traditional inflation data tracked by the Bureau of Labor Statistics.

The median one-year inflation expectation by consumers is 2.96% as of November 2020,
nearly 2 1/2 times what the current inflation rate is. Unlike the traditional prices of
goods and services translated into an inflation rate, as represented by the Consumer
Price Index (CPI), actual consumer expectations are gathered and measured. Many
economists view consumer expectations as a more accurate reading on inflation versus
the CPI, since it tends to mimic consumer sentiment rather than a basket of stagnant
goods and services.

Recent inflation expectations did rise during the pandemic, as consumers witnessed first
hand price increases with groceries and essential items such as toilet paper and hand

sanitizers.
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