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Many channels of inflation: real wages, returns on wealth, savings decisions



Is in
ation bad? How bad? Depends on who you ask...

Households differ along many margins

1 Work in occupations that differ in earnings process

2 Consume different baskets of goods/services

3 Hold different portfolios of assets and liabilities



1) Real wage channel

Who is exposed to this channel the most?

� hand-to-mouth households (� 11% of households)

� liquidity-constrained households (� 22% of households)

� high MPCs (consume a lot of out income)

Wage inflation differs across industries and occupations



Average real earnings have fallen



Both positive and negative real earnings changes



Real wage gains concentrated in service industries/occupations



Important to remember low income and minority workers had
slower real wage gains before Covid

Source: (right) Argente and Lee (2022)
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2) Consumption Channel

Households face different inflation rates because

� consumption baskets differ across households (income, wealth, race, etc.)

� inflation differs across baskets of goods/services

� prices paid differ across households for same good

Source: Kaplan and Schulhofer-Wohl (2017)




