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* Vision .c

- One day, the public discussion of policy issues will be grounded in an accurate
perception of the underlying economic principles and data.

* Mission

- NEED unites the skills and knowledge of a vast network of professional
economists to promote understanding of the economics of policy issues in the
United States.

* NEED Presentations

- Are nonpartisan and intended to reflect the consensus of the economics
profession.
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* Coronavirus Economics * Immigration Economics 0.
* US Economy * Housing Policy
* Climate Change * Federal Budgets
* Economic Inequality * Federal Debt
* Economic Mobility * Black-White Wealth Gap
* Trade and Globalization e Autonomous Vehicles
* Minimum Wages * US Social Policy
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* Contemporary Economic Policy

Week 1 (2/2): Trade and Globalization (Alan Deardorff, University of Michigan)

Week 2 (2/9): US Economy & Coronavirus Economics (Me)
Week 3 (2/16): The Black-White Wealth Gap (Stephanie Seguino, U-Vermont)

Week 4 (2/23): Health Economics (Veronika Dolar, SUNY, Old Westbury)
Week 5 (3/2): Economic Inequality (Me)
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* Please submit questions in the chat.
- 1 will try to handle them as they come up, but may take them in a bunch as
time permits.
* We will do a verbal Q&A once the material has been presented.
- And the questions in the chat have been addressed.
* OLLI allowing, we can stay beyond the end of class to have further
discussion.
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US Economy and Coronavirus
Economics

Jon Haveman, Ph.D.

COoVID-19

. . . . (CORONAVIRUS
National Economic Education Delegation

DISEASE 19)
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* This slide deck was authored by: (|
- Jon D. Haveman, NEED
- Scott Baier, Clemson University
- Geoffrey Woglom, Amherst College (Emeritus)
- Brian Dombeck, Lewis & Clark College
- Doris Geide-Stevenson, Weber State
* Disclaimer
- NEED presentations are designed to be nonpartisan.
- Itis, however, inevitable that the presenter will be asked for and will provide their own views.
- Such views are those of the presenter and not necessarily those of the National Economic Education Delegation (NEED).
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* State of the pandemic
* The U.S. Economy

* Hot Topics
Government policy
- Debt

Inflation

Great resignation
Housing markets
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State of the Pandemic
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New reported cases Vaccinations o <
2 AT LEAST ONE DOSE FULLY VACCINATED
Nationally Alages  76% 64%
800,000 cases O O
5and up 80% 68%
600,000 O O
65andup 95% 89%
i I |
400,000
7-day
averige
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* Covid-related absences: °d

- Are creating headaches for businesses that were struggling to hire
workers even before Omicron.

- Restaurants and retail stores have cut back hours.
- Broadway shows called off performances.

- Airlines canceled thousands of flights over the holidays because so many crew
members called in sick;

- on one day last month, nearly a third of United Airlines Workers at Newark
Liberty International Airport, a major hub, called in sick.
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New reported cases Vaccinations Y
AT LEAST ONE DOSE FULLY VACCINATED .
Pennsylvania Allages 82% 66%
5and up 87% 70%
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esandup 95% 92%
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The U.S. Economy
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Population 331.9 Million
Labor Force 163.7 Million
Employment 149.6 Million
Gross Domestic Product (GDP) $23.9 Trillion
Income per Capita $63,002
Ave. Hourly Earnings $31.31
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Economy in Global Perspective
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U.S. Real GDP (2019%): o ff)

$21.845 trillion in 2019-Q4 e

$19.663 trillion in 2020-Q2 S$T13.ngsT

% Share of the Global Economy

The 173 countries outside the top 20 make up less than a fourth
of the total global economy. -

DENMARK $0.32T 0.41%

-
World's Regwn

AFRICA
AUSTRALIA )

LATIN AMERICA
AND CARIBBEAN
MIDDLE EAST
EUROPE
ASIA
NORTH AMERICA
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GDP Shares in the United States o d
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Share of Total GDP
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Source: U.S. Bureau of Economic Analysis
Produced by: National Economic D ion (www.NEED ion.org)
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Employment Shares in the United States ® <
2021-Q2 15.2
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Employment Shares: Allegheny County, Pennsylvania, and the U.S. Y
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Source: BLS, Quarterly Census of Employment and Wages
Produced by: National Economic Education D: 1 (www.NEEDelegation.org)
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2 200 GDP is:
= 19.5- 196 - $0.3 Trillion below 2019 forecast.
19.04 - $0.7 Trillion ABOVE 2019-Q4 level.
Q4-19 Q3-20 Q2-21 Q1-22

m

Quarterly, Through Q4-21

Actual GDP Projected GDP

Source: Bureau of Economic Analysis. Projected GDP is a continuation of the 2011-2019 trend.
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
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n the United States, as of November 14 2021, total spending by all consumers ® ™Y
increased by 24.7% compared to January 2020. ® o
Q3 - Flat ([ ]
' Week endin,
+20 L 1 /‘('? Nov 14, zozf ¢
0 ; i +24.7%
09 : Total Spending
109 i
AVJG 15 Junl Aug 1 Octl Dec Feb1 Aprl nl Aug 1 Oct Jan3
2020 2021 2022
Jan 20 Jan 04 Jul1s
First U.S. COVID-19 Case Second Stimulus Advance Child Tax
Payments Start Credit Payments Start
Mar 13 Sep 06
Natianal Emergency S Federal Pandemic
Declared art Unemployment Benefits
Mar 27 End
CARES Act Enacted
Apr 15
First Stimulus Payments
Start
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GDP Changes: Allegheny County, Pennsylvania, and the U.S. ® ..
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In the United States, as of November 14 2021, restaurant and hotel spending by all o L
consumers increased by 18.6% compared to January 2020. o ®
o
My \g, Week ending .
. (1 Nov 14,2021
0 ’?
- I +18.6%
20 : Restaurants &
| Hotels
-40 1
i -0.2%
-60 : Entertainment
: &Rec.
Junl  Augl  Octl  Decl | Febl  Aprl  Junl iAugl Jan3
2021 2022
Jan 20 Jan 04 Jul1s +0.2%
First U.S. GOVID-19 Case Second Stimulus Advance Child Tax Transportation
Payments Start Credit Payments Start
Mar 13 Mar 17 Sep 06
National Emergency Third Stimulus Federal Pandemic
Declared Payments Start Unemployment
Mar 27 Benefits End
CARES Act Enacted
Apr15
First Stimulus Payments
Start
NATIONAL ECONOMIC 23
EDUCATION DELEGATION
Source: https://tracktherecovery.org/
23
@ ° ® o oo
. ° O. o. L
onthly Changes in Nonfarm Employment 0%’
e o °
0.0 °
Total Nonfarm Payrolls PY
5000 [ |
4000
3000
] i
5 2000
) 1000 -
o S (I ————
23 -1000- ot
BE
e
=
O
'20,787 -20.8 Mﬂm
T T T T T T T T T
Jan-06 Jan-08 Jan-10 Jan-12 Jan-14 Jan-16 Jan-18 Jan-20 Jan-22
Date, Through Jan-22
| I Monthly Change (Increase) [l (Decrease)
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Graph by: National Economic Edi ion Dell ion (www.NEED ion.org)
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Nonfarm Employment - Pandemic Y
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o 1504
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o 140+
s
= 2.0 Million below February, 2020.
1307 130.5 8.0 Million below where we should be.
120
T L T T
Jan-19 Jan-20 Jan-21 Jan-22
Monthly: Through Jan-22
Trend, Jan/10-Feb/20 Forecast Trend
Nonfarm Payrolls
Source: NBER and US Bureau of Labor Statistics. Gray shading indicates recession.
Graph by: National Economic Education D n (www.NEED on.org)
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14.7 Million below where we should be.
100
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Monthly, Through Jan-22

Continuation of Trend

Trend: Jan/80 - Oct/08
Labor Force

Source: Bureau of Labor Statistics
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
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Employment Growth in Allegheny County, PA Labor Force Growth in Allegheny County, PA
8 100 S ¢
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i I 98.6
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L 907 £ 94.4
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Monthly: Through Dec-21 Monthly: Through Dec-21
= Allegheny County (94.2) == Allegheny County (94.40)
Pennsylvania (95.09) Pennsylvania (95.59)
United States (98.2) United States (98.59)
Source: U.S. Bureau of Labor Statistics, Seasonally Adjusted Source: U.S. Bureau of Labor Statistics, Seasonally Adjusted
Produced by: National Economic Education D 1 (Www.NEED ion.org) Produced by: National Economic Education Delegation (www.NEEDelegation.org)
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* Government policy
* Inflation
* Great resignation
* Housing markets
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* MONETARY POLICY (Fed) acted quickly and effectively to prevent a
financial market meltdown and to keep credit flowing. But the Fed
lends and does not spend.
* FISCAL POLICY (Congress) acted quickly, but inevitably made some
mistakes.
- Stimulus Checks, A ($268b)
- Expanded Unemployment, B (5268b)
- Paycheck Protection Program, C- ($525b)
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Sources of Personal Income
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Spending and Saving e
(Billions of Ss at Annual Rates, BEA)
22000.0 .
But Note that Saving also went way up
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Abnormally high Saving is over $2.8 trillion
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Monthly: Through Dec-21
Source: Bureau of Economic Analysis. Gray shading indicates recession.
Abnormal is defined by savings in excess of the monthly average between Jan/18-Feb/20.
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
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* Primary goal is to keep interest rates low, to facilitate continued
borrowing.

- Federal Funds Rate — rate at which banks lend to each other, usually
overnight.

- Purchases of U.S. Treasury securities — keep money flowing to the
government at low rates of interest.
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In the United States, as of August 10 2021, employment rates among workers in [ ) @
the bottom wage quartile decreased by 25.6% compared to January 2020 (not [ ) [ ]
seasonally adjusted). [ )
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1in 3 Adults Had Trouble Paying for Usual ....
Troubles Household Expenses in Last 7 Days o ®
Share of adults reporting that it was somewhat or very difficult for their o
household to pay for usual expenses Q@

All adults

| <

Black, not Latino

Latino (any race)
Other/multiracial,

52%
47%
41%

not Latino

Asian, not Latino 28%

White, not Latino

27%

Note: Other/multiracial, not Latino = people identifying as American Indian, Alaska Native,
Native Hawaiian or Pacific Islander, or more than one race. Percentages exclude individuals
who did not respond to the question.

Source: CBPP analysis of Census Bureau Household Pulse Survey tables for October 28 —
November 9, 2020

CENTER ON BUDGET AND POLICY PRIORITIES | CBPP.OR(
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* The budgetary cost of the 3 major fiscal packages during the
pandemic was over $5 trillion. As a share of the economy this is
almost the size of war production in 1943.
(Romer, Brookings Papers on Economic Activity, 3/25/2021.)
* Since March of 2020, Fed net holdings of US Treasury bonds have
increased by $5.0 trillion.
AT ESSLoNG SE28NsS .
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How Does Inflation Work? »
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Inflation represents the rate at which the cost of goods and services increase over a period of time. [
o

|
Demand-Pull Cost-Push Built-In

| BALLOONS
_ 5 s10

y

EXCLUSIVE
SNEAKERS

$;,o6 $150

HELIUM

x ' $}0 $20
X O o - |
When demand for goods/service When production costs When prices rise, wages rise too,
exceeds production capacity. increase prices. in order to maintain living costs.
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Real monthly household spending at an annualized rate, trillions of chained 2012 dollars ....
a. Goods b. Services .
5.0 2019 2020 2021 9012019 2020 2021 __.--- L
c Household , —D-re- andemic April 2021
55 spending April 2021 8.5 ’t)rend 7% below
11% above trend
on goods trend
sol [N 8.0
Pre-pandemic Household
trend spending
e - on services
40
Demand-Pull
35 1 [ 1 rraaal Ll NN (%5| 1 [EEEEE NN raaalig 1 (NN
Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul
NATIONAL ECONOMIC 47
EDUCATION DELEGATION Source: Jason Furman, PIIE
47
'. ® o oo
. °® .. .. ..
L
ation: Concentrated 0%’
e © .‘
.‘ a
Building Materials Inflation Used Car Prices
250 200 210}
8
& 2001 196 8 150
S 1
G @
S (=]
S 3
2 150 151 g 100
3 X
£ S
=
~ 50
100_ T T T T T
Jan-05 Jan-10 Jan-15 Jan-20 Jan-28
. g T T T T T T T T
Monthly: Through Dec-21 Cost-Push ™ 60 Jan-70 Jan-80 Jan-90 Jan-00 Jan-10 Jan-20
Consumer Price Index Building Materials Monthly: Through Dec-21
Source: U.S. Bureau of Labor Statistics Source: U.S. Bureau of Labor Statistics
Graph by: National Economic Education De (www.NEED: org) Graph by: National i ion Delegation (www.NEED: org)
p NATIONAL ECONOMIC 8
/ﬂT’ EDUCATION DELEGATION
48

24



2/9/22

¥ o
: : : ®e%ete%
porate Profits...Adding to Inflation? ©lele,
o
e °
4,000- P
o
e
«» 3,000 2,779.4
= - - - I -——— - ——
o
QY]
5 2,000
c
S
@ 1,000-
o_ T T T T T T T T T
3o an®0  15n 10 180 15090 1500 A0 1520 1530
Quarterly: Through Q3-21
Source: NBER and BEA, Inflation Adjusted After Tax Corporate Profits
Growth: -4 (Month), 20.2 (Year), 7.3 (5-year), 4.6 (10-year), 12.4 (20-year) - Annualized Rates
Gray shading indicates recession.
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
NATIONAL ECONOMIC 49
EDUCATION DELEGATION
49
¥ o
[ [ . .. .:.:.:
ation — Climbing! Should we worry? ©lele,
(]
oo °
Inflation: CPI - All Urban Consumers ..
Over the last two years [ |
8.0 7.1
o —
o 601 —
C
g 40- 5.5
S 2
X 2.0
S 00 —
L 0.0
-2-0_ T T T T T
Jan-20 Jul-20 Jan-21 Jul-21 Jan-22
Monthly: Through Dec-21
CPI - All ltems (7.1%)
CPI - Less Food and Energy (5.5%)
Source: NBER and BLS
Graph by: National Economic Education D ion (www.NEED: ion.org)
p NATIONAL ECONOMIC 50
'fm EDUCATION DELEGATION
50

25



2/9/22

(]
o . ° o o .. .:’:.:
tion in Historical Perspective ©lele,
o
o ® °
Inflation: CPI - All Urban Consumers ..
151 e
S
2104
©
5
5_
R
-5_ T T T T T T T T
Jan-50 Jan-60 Jan-70 Jan-80 Jan-90 Jan-00 Jan-10 Jan-20
Monthly: Through Dec-21
CPI - All ltems (7.1%)
CPI - Less Food and Energy (5.5%)
Source: NBER and BLS
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
NATIONAL ECONOMIC s
EDUCATION DELEGATION
51
® o
® o o
o ° 0. °.%
. ’ [
ation — The Fed’s Metric! Should we worry? . °.°
e ©
: e
Inflation: PCE Y
Over the last two years [ |
8.0
2 i 5.8
g 6.0 -
£ 40 4.9
(&)
X 2.0
& oo
L 0.0
-2-0_ T T T T T
Jan-20 Jul-20 Jan-21 Jul-21 Jan-22
Monthly: Through Dec-21
PCE - All ltems (5.8%)
PCE - Less Food and Energy (4.9%)
Source: NBER and BEA
Graph by: National Economic Education D ion (www.NEED: ion.org)
NATIONAL ECONOMIC
m EDUCATION DELEGATION >

52



2/9/22

® o
. , ® ° 0:0:0:
ation — PCE and Fed Suggest: | don’t know. ®e ole,
o
o ® °
PCE Relative to No Pandemic Projections ..
Bars reflect the % difference between actual and projected. ) [ |
105
8
. W
3 100
g
2
T T T T T —95
Jan-20 Jul-20 Jan-21 Jul-21 Jan-22
PCE, Through Dec-21
Actual PCE Projected PCE
Source: U.S. Bureau of Economic Analysis, PCE = All items less food and energy.
Projections assume the PCE was to have grown at 2.0% per year.
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
NATIONAL ECONOMIC
f EDUCATION DELEGATION 3
53
® o
® o o
[ [ . . .. .. .. ..
at is Driving Inflation? 0%’
[ B J
e ©
e
..
* Profiteering / Greed: President Biden and Senator Elizabeth Warren.

* Supply Chains Disruptions:
- The pandemic has impacted the ability to get parts and supplies.
- Labor shortages and rising wages have raised costs and help push up prices.

* Increased Demand:

- During the pandemic there has been an increase in demand for goods. For many of
these goods, it is not easy to ramp up production.

- The fiscal and monetary authorities have provided lots of stimulus.
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Containerized imports rose after the pandemic ...
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The Great Resignation
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* GDP
- Recovered the decline, but not where it should be.
- Won't recover previous forecast until late 2022.
* Employment
- Still down 8.0 million jobs relative to forecast. (2.0 million relative to Feb/20).
- Labor force is 0.9 million smaller than at the beginning of the pandemic.
- Rising wages may be enticing low-wage workers back to work.
* Inflation
- Going to be high for a while, but transitory — maybe?
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* Recovery is well underway, but may be slowing. Y
* GDP expanded by 5.7% percent in 2021, 3-4% in 2022.

* 2021 was an odd year.
- Workers attained the upper hand.
- Supply chains broke.
- Inflation surged.
- The economy rebuilt itself.

* Biggest problems:
- Supply chain bottlenecks.
- Labor force participation.
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* INFLATION - getting it under control.
* REAL WAGES— need to see progress.
* WORKFORCE PARTICIPATION - need growth here to get GDP growth.
Pay no attention to the unemployment rate.
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www.NEEDelegation.org
Jon D. Haveman
Jon@NEEDelegation.org
Contact NEED: info@NEEDelegation.org
Submit a testimonial: www.NEEDelegation.org/testimonials.php
Become a Friend of NEED: www.NEEDelegation.org/friend.php
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cted Women More Than Men?

Unemployment by Gender - During the Pandemic
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Jioply Chains Are at the Core 0%’
Pandemic Triggers Greater Demand for Goods L ...

Personal consumption expenditures relative to February 2020 [ ) L
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Steps and firm locations in the production of a smartphone chip . ..
Design Equipment Materials Manufacturing Sale
1.Intellectual property 4.\ ing 5. Silicon dioxide 8. Wafersimprinted 11 Smartphone sold
licensed (Europe) equipmentdeveloped  mined and refined with circuits (Taiwan)  to consumers (U.S)
2. Design software (US., Europe, Japan) us) 9. Chip packaged
developed (US) 6. Silicon formed into (Malaysia)
3.Chip designed (U.S) ingot (Japan) 10. Chip assembled
7.Ingot sliced into (China)
wafers (South Korea)
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* Women are disproportionately represented in low-wage and face- q
to-face jobs.
* Our childcare and school systems don’t meet the needs of working
mothers.
* COVID-19 has upended the labor market, with disastrous
consequences for working women and their families.
- Many women continued working in high risk jobs.
* The difference in impact is waning.
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* CPl is the headline statistic, followed by most newspapers. L
- Allows more granularity — ability to look at specific products.
* PCE is the one followed by the Fed.
- Why?
o Accounts for short term fluctuations in consumer purchases.
o Based on more reliable data.
* Fed generally pays attention to the core inflation #s.
- Excluding food and energy.
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* Inequities ¢
- Price changes vary wildly across goods.
- How inflation hits you depends on what you buy and your level of income.
o Some evidence that lower income individuals face higher inflation.
* Online inflation is much lower than the CPI
- Estimates suggest about 2% lower.
* Both have implications for the policy response.
- Safety net? Antitrust action?
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Small Biz Closures in the United States ....
In the United States, as of May 23 2021, the number of small businesses open DOWNLOAD CHART .
decreased by 37.5% compared to January 2020. al
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In the United States, as of June 02 2021, the number of small businesses open [ ) ([ J
decreased by 38.9% compared to January 2020. [ ) ®
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Executive Summary 0.
* Those with financial wealth/residential real estate have seen its value
grow in excess of inflation.
* High income earners (>60k/yr) have largely kept their jobs;
- middle and low income earners have depressed employment rates
* Women are disproportionately exiting labor force.
* Food insecurity has been very high.
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* Resources to weather the storm.
* Racial inequities.
* Educational inequities
* Telecommuting
* Low wage jobs are at risk.
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* Pandemic has been an accelerant.
- Not a change agent.
* Retail .
. * Wealth concentration
* Telecommuting .
* Industry concentration
* Telehealth .
. * Automation
* Business travel?
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GDP Shares: Allegheny County, Pennsylvania, and the U.S. ..
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Graph by: National Economic Education Delegation (www.NEEDelegation.org)
NATIONAL ECONOMIC 0
EDUCATION DELEGATION
91
'. ® o oo
® o o
nual Changes in Nonfarm Employment ®e%°’°
g ploy ® o o
a 0.0
Employment Growth in Each Year, Through January o °
o
(|
0.40 .3
S 0.00+
&
-0.20+
-0.40
-0.60
T T T T T
1980 1990 2000 2010 2020
Year: Through 2022
Source: Bureau of Labor Statistics
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
p NATIONAL ECONOMIC 9
'fm EDUCATION DELEGATION

92

46



2/9/22

® o o o
® 0o o o
kets R d To Fed Polici ®e%°°
rkets hespond 10 re olicies ® o o
e o °
e °
e
0 °
o e
=)
it
o -3.6
Al
& 57
- -5.7
c
(]
S
3
el
£ 0]
...and COVID and Russia and Inflation?
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Source: NASDAQ OMX Group, via FRED. Gray shading indicates recession.
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www.NEEDelegation.org/LocalGraphs

For every state and county in the United States.

Detailed graphs on employment, housing, moves, and other statistics.
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