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What’s up with inflation? 

Ever notice how the price of groceries, gas and other items seem to get more 
expensive over time? 

Inflation is the rise in the costs of goods and services. Essentially eroding the 
value of money over time. But what causes it?  

There are three main reasons that inflation occurs. The first is cost-push 
inflation. Or businesses passing on increased costs to the consumer. 
 
The second reason is demand. Increased demand for the same amount of goods 
will result in increased prices for those goods. 
 
The third cause is governments printing money. Governments do this to stimulate 
the economy in bad times. This is done by increasing debt to fund projects that 
stimulate the economy and employment. 
 
Inflationary pressures can be felt on anything from groceries to cars to lumber. In 
fact, central banks around the world monitor a large array of goods for signs of 
inflation. CPI or the Consumer Price Index is one of the tools used to monitor 
inflation in the economy. 
 
But inflation isn’t necessarily a bad thing. A low amount of inflation coupled with 
healthy demand can be seen as a sign of a robust economy. But higher inflation 
not accompanied by increased demand can cause problems and eventually lead 
to a recession. 
 
Inflation can be damaging to savings. Over time, inflation will reduce the 
purchasing power of savings that aren’t generating any type of return. This can 
have serious consequences for retirement portfolios that do not generate 
adequate returns to outpace inflation. 
 



Speak to your advisor about strategies to mitigate the harmful effects of inflation 
on your portfolio. 
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