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Is There Too Little
Inflation?
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HE CONSUMER PRICE INDEX FOR ALL URBAN CONSUMERS

(CPI-U) declined 0.1 percent in December on a seasonally adjusted basis

after being unchanged in November, the U.S. Bureau of Labor Statistics

reported recently. Over the last 12 months, the all items index increased
1.9 percent before seasonal adjustment.

The major reason has been falling gas prices. Energy fell 3.5 percent in
December as gasoline prices dropped for a second straight month, down
7.5 percent. Transportation costs in general slipped as airfares continued
their decline, down 1.5 percent on the month following a 2.4 percent drop in
November, according to Econoday.

It’s also why we have such low interest rates, which actually mirror the amount
of excess savings. No matter how much individuals and businesses have borrowed
since the Great Recession, interest rates have stayed where they were. It’s as if
there’s a bottomless supply of liquidity that holders of said currencies—including
most of the world’s central banks—are eager to put to work in some way.
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Economis

Why such low inflation with booming economic growth? This could also be
a worrisome indicator of what economists call slack demand. Consumers and
businesses are spending less and saving more, in spite of the U.S. economy being
fully employed with a 3.9 percent unemployment rate. The overall demand for
goods and services has fallen from historical levels since the Great Recession, as
consumers and businesses have become more cautious than in other recoveries,
and as consumer economic activity now determines some 70 percent of
economic growth.

This is while household incomes have barely kept up with inflation for
decades from the progressive weakening of employee bargaining rights since the
1980s, and may only now be increasing with the full-employment economy.

Former Fed Chair Janet Yellen has entered the discussion with her
prediction that the U.S. is stuck in a low-inflationary environment. “All evidence
suggests we're going to be in an environment of low interest rates for a long
time,” she said at a recent tech conference.

Such slack overall demand could also be a problem because the Trump trade
wars are pushing up the cost of materials. This is hurting U.S. sales overseas,
because U.S. export firms have had to raise their prices due to the rising costs
of imported materijals, such as aluminum and steel that have ten and 25 percent
tariffs, respectively.

Such low inflation is, therefore, a two-edged sword in many ways. Lower
inflation means products are more affordable to larger segments of the
population, but it is also a sign that producers cannot boost profits without
prices rising, hindering their growth prospects.

All-in-all, this means such stubbornly low inflation can also mean lower
prospects for future job growth, hence lower economic growth, as well.

Harlan Green © 2019 Follow Harlan Green on Twitter: https://twitter.com/HarlanGreen.

Harlan Green has been the 16-year Editor-Publisher of PopularEconomics.com, a
weekly syndicated financial wire service. He writes a Popular Economics Weekly
Blog. He is an economic forecaster and teacher of real estate finance with 30-years
experience as a banker and mortgage broker. To reach Harlan call (805)452-7696 or
email editor@populareconomics.com

fr\lotj st about Insurance.

t’s About the Right Coverage for You.
When it’s for your home, “one-size-fits-all” insurance is just too risky.
Brashears is a better way.

Let’s Talk.
805.564.7645

Brashears

CLASSIC CARS
RV’S ¢ CARS

Computer Oriented RE Technology
For Information on all Real Estate Sales:

July Aug
TI N80 |94 | 146|119 | 135 | 140 | 147 | 156 | 160 | 128 | 126

Sept  Oct Nov

Santa Barbara
805-962-2147  JimWitmer@cox.net * Cortsb.com South COUI'"Y Sales

SUV e TRUCKS
asw MOTORHOMES

T2Q114 (113 [ 183 (170 [ 225 | N5 (207 | 213 | 173 | 218 | 190

275

T3R141 (146 | 189 | 197 | 265 | 209 | 217 | 216 | 181 | 178 | 138

167

T4 4142 1132 [ 141|186 | 207 | 174 [ 196 [ 179 | 171 | 160 | 137

170

15 0142 113 [ 2350202 | 226 | 210 | 207 | 217 | 155 | 149 | 14

150

‘To §126 |18 [ 153 | 166 | 220 | 195 [ 174 | 214 | 187 | 161 | 158

924 Anacapa St #B1F
Santa Barbara, CA 93101

(805) 965-6448
FAX (805) 966-9827

MAGAZINE Established 1993

CASA Santa Barbara, Inc.
www.VoiceSB.com
January 18, 2019

Publishers & Editors
Mark Whitehurst, PhD: Publisher@VoiceSB.com
Kerry Methner, PhD: Editor@VoiceSB.com

Translator
Jeanette Casillas ¢/o Editor@VoiceSB.com

Writers
Cynthia Anderson: Calendar@VoiceSB.com
Ariana Meyers: Art@VoiceSB.com

Columnists:

Robert Adams: Robert@EarthKnower.com;
Harlan Green: bankerspacific@verizon.nef;
Alex Henteloff: papaalex@verizon.net;
Beverley Jackson ¢/0 editor@voicesh.com;
Richard Jarrette: ¢/o editor@uvoicesh.com;
Sigrid Toye: Itssigrid@gmail.com
Bookkeeping: Maureen Flanigan
Circulation: Central Coast Circulation
(805) 636-6845
Advertising Questions:
Advertising@VoiceSB.com

SUBSCRIPTIONS
3 Months $35 e 6 Months $69

Al advertising in this publication is subject fo the

Federal Fair Housing Act of 1968, as amended,
ke wihich mokes it legal fo adverfie “any preference,

limitation, or discriminafion based on race, color,
religion, sex, hundrcup fomilial status, or national origin,
orintention fo make any such preference, limitation, or
discriminafion.”

This publication will not knowingly accept any adverfising
which is in violation of this low. Qur readers are hereby
informed that all dwellings adverised in this publication ore
available on an equal opportunity bass.

The opinions and statements confained in adverfising or
elsewhere in this publication are those of the authors of such
opinions and are not necessarily those of the publishers.

Memberships

=2 @Y

Member of

BUSINESS GIVING

Co\rFomro Newspoper

Leaders nbusiness. Leaders nphiantopy.  Publishers Associafion

Hlspumt Serving Publication

ASH ON THE SPO

We come to you!

159

17 4142 1132 | 164 | 149 | 189 | 257 | 193 [ 224 | 178 | 173 | 172

170 Read this week's issue of VOICE Magazine at www.VoiceSB.com

‘18 Q101 [121 [ 172|179 | 234 | 201 | 165 | 225 | 184 | 171 | 145

Includes all ads with live links




