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Key themes for the US economic outlook
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• Inflation remains elevated. 

• Inflation reflects supply-demand imbalances, rather than unanchored 
inflation expectations. 

• Limited relief likely from the supply side. 

• Tighter monetary policy can slow demand, but with a lag.



FEDERAL RESERVE BANK OF KANSAS CITYFEDERAL RESERVE BANK OF KANSAS CITY

3

Inflation remains elevated and broad-based 

Sources: BLS, Haver Analytics
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Inflation reflects tight economy, not unanchored inflation expectations

Sources: Staff, BEA, BLS, CBO, SPF
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Constraints on labor supply may be here to stay

Source: Census Bureau, BLS, Haver Analytics
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A tight labor market pushes up wages, with a lag

Sources: FRB Atlanta, BLS, NBER, Haver Analytics
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Labor productivity growth is at historic lows 

Sources: BEA, NBER, Haver Analytics

-4

-2

0

2

4

6

8

-4

-2

0

2

4

6

8

1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020
Real Output Per Hour

Year/Year % Change



FEDERAL RESERVE BANK OF KANSAS CITYFEDERAL RESERVE BANK OF KANSAS CITY

8

Consumers still have a large stockpile of savings

Sources: BEA, Haver Analytics
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Households’ liquid buffers can continue to support consumption
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Fiscal Policy is unlikely to dampen demand in the near term

Sources: Congressional Budget Office, Committee for a Responsible Federal Budget

-100

-80

-60

-40

-20

0

20

40

-100

-80

-60

-40

-20

0

20

40

2023 2024 2025 2026 2027 2028 2029 2030 2031

Inflation Reduction Act

Expenditure Revenue Total impact on deficit

Billions $

0

100

200

300

400

0

100

200

300

400

Broad Debt
Cancellation

Income-driven
repayment

Repayment
Pause

Student Debt Relief Billions $



FEDERAL RESERVE BANK OF KANSAS CITYFEDERAL RESERVE BANK OF KANSAS CITY

11

Tighter monetary policy can slow demand, but with a lag
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