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Inflation Coming; Economists Warn of Severe Recession
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Rising prices are putting increasing
pressure on President Biden and the Federal
Reserve to prevent inflation from derailing
the recovery from the economic recession
caused by the economic shutdown last year.

A surge of consumer demand unleashed by
government stimulus and fewer economic
restrictions is putting a strain on global
supply chains. Manufacturers and other
hard-hit industries are struggling to get
back up and running, causing supply
shortages and raising costs. The labor
shortage, caused in part by the generous
unemployment benefits paid by the Biden
administration, is another factor that
hinders the recovery.

The supply constraints affect almost all economic sectors. Prices for basic materials ranging
from lumber to palm oil rose as several industries tried to quickly boost production through the month.
Climbing commodity prices typically bleed into production costs and, eventually, the prices consumers
pay at the register.

All of those factors pushed the Consumer Price Index (CPI) up 0.8 percent in April and 4.2 percent over
the past 12 months, the fastest annual rate since 2008, the Labor Department reported this past week.
When stripping out the more volatile prices for food and energy, the index registered the biggest
monthly increase since 1982.

At the same time, the Producer Price Index jumped 0.6 percent last month. Economists polled by Dow
Jones and the Wall Street Journal had forecast a 0.3-percent increase.

What’s more, the rate of wholesale inflation in the past 12 months climbed to 6.2 percent, from 4.2
percent in the prior month. That’s the highest level since the index was reformulated in 2009.

Federal Reserve Chair Jerome Powell claims the overall impact will be “transitory,” and stated the Fed
would keep its benchmark short-term rate near zero, where it’s been pinned since the pandemic
erupted nearly a year ago. The goal is to help keep loan rates down, for individuals and businesses, to
encourage borrowing and spending. The Fed also said it would keep buying $120 billion in bonds each
month to try to keep longer-term borrowing rates low, too.

Chair of the Council of Economic Advisers Cecilia Rouse urges people “to be patient,” and expect
“choppiness” in the U.S. economic recovery as different sectors bounce back at varying speeds, saying
that inflation will not be a long-term problem.

With U.S. government spending on track to top $9 trillion in 2021, while revenue flatlines, many
prominent economists warn that the reckless spending would generate an out-of-control lasting
inflation.

https://www.msn.com/en-us/money/markets/consumer-spending-soars-in-march-after-americans-get-1400-stimulus-checks/ar-BB1gdQ2t
https://www.washingtonpost.com/us-policy/2021/04/12/deficit-stimulus-biden-spending/
https://www.businessinsider.com/economic-outlook-us-manufacturers-worker-shortages-supply-chain-disruptions-backlogs-2021-5?op=1
https://www.businessinsider.com/economic-outlook-us-manufacturers-worker-shortages-supply-chain-disruptions-backlogs-2021-5?op=1
https://epsnews.com/2021/05/10/the-labor-shortage-is-the-next-major-issue-facing-the-supply-chain/
https://epsnews.com/2021/05/10/the-labor-shortage-is-the-next-major-issue-facing-the-supply-chain/
https://thenewamerican.com/biden-says-economy-on-the-right-track-as-unemployment-still-high-due-to-covid-checks/?utm_source=_pdf
https://www.businessinsider.com/why-supply-shortages-economy-inventory-chips-lumber-cars-toilet-paper-2021-5#plastics-and-palm-oil-4?utm_source=yahoo.com&amp;utm_medium=referral
https://cpiinflationcalculator.com/2021/05/12/the-consumer-price-index-edged-up-0-8-in-april/
https://www.marketwatch.com/story/u-s-wholesale-prices-rise-at-fastest-pace-since-2009-ppi-shows-as-inflation-pressures-keep-building-11620909721
https://apnews.com/article/financial-markets-health-coronavirus-economy-inflation-bbe992c9352a72f189ffd634fe7c9383
https://www.ibtimes.com/green-bay-packers-still-dont-want-trade-aaron-rodgers-3199265
https://nationalinterest.org/blog/reboot/us-government-spending-track-top-9-trillion-2021-177344
https://thenewamerican.com/author/veronika-kyrylenko/?utm_source=_pdf
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Bill Dudley, former president of the Federal Reserve Bank of New York, was one of the first to sound
the inflation alarm in December — before Biden announced his American Rescue Plan — noting that the
combination of explosive post-pandemic demand and federal stimulus could cause a “nasty” spike in
inflation. 

Harvard economist Larry Summers, who advised former President Barack Obama and was treasury
secretary under President Bill Clinton, separately warned of “inflationary pressures of a kind we have
not seen in a generation” latent in Biden’s economic recovery proposal, and was later defended by
former International Monetary Fund chief Olivier Blanchard.

Blanchard suggested that economic output would need to surge as much as 14 percent to accommodate
the demand glut that would follow Biden’s proposal.

“It would take the unemployment rate very close to zero,” Blanchard wrote. “This would not be
overheating; it would be starting a fire.” The unemployment rate recorded in April is nowhere near zero
— it’s a disappointing 6.1 percent, eight million jobs lower than February 2020.

Jim Paulsen, the Leuthold Group chief investment strategist, believes that “the overuse and abuse of
economic policy” might cause severe problems in the near future. The result could be “a loss of
confidence in government finances in this country,” warns Paulsen, as the national debt swells to nearly
$28 trillion, the public portion of which now exceeds total GDP. That, in turn, could provoke a snapback
in the market that brings about economic havoc, which would lead to a severe recession in 2022 or
2023 and will hurt “the same groups that everyone is trying to help today the most.”

Economic data continues to defy expectations, showing growth at a rate that would have been close to a
record high even before the economic restrictions were imposed. The Atlanta Fed’s GDPNow tracker is
projecting growth at a 7.5-percent pace in the fourth quarter, hardly indicative of an economy in need
of a massive cash infusion.

Still, the Biden administration is sending more cash to Americans. The administration announced
Monday that monthly payments of as much as $300 for each child under age six, and as high as $250
per month for children ages six to 17, would begin on July 15 and continue for the rest of the year.

https://www.bloomberg.com/opinion/articles/2020-12-03/five-reasons-to-worry-about-faster-u-s-inflation?sref=h5EZFUoq
https://www.washingtonexaminer.com/news/democrats-hit-back-larry-summers-relief-spending
https://twitter.com/ojblanchard1/status/1358122345022566400
http://www.bls.gov/news.release/pdf/empsit.pdf
https://www.cnbc.com/2021/01/24/bidens-stimulus-may-be-too-big-amid-economic-recovery-should-be-targeted-at-those-most-impacted.html
https://www.marketscreener.com/quote/index/DJ-INDUSTRIAL-4945/news/Street-Color-Atlanta-Fed-Q4-GDPNow-7-5-vs-7-4-Prior-32247203/
https://www.nbcnews.com/politics/white-house/monthly-child-tax-credit-payments-start-hitting-bank-accounts-july-n1267535
https://thenewamerican.com/author/veronika-kyrylenko/?utm_source=_pdf
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