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• Inflation is above levels experienced over the last several decades, creating difficulties for many 

households in meeting regular expenses

• Unemployment is below historical levels, with demand for workers exceeding the still-constrained 

supply of workers 

• Monetary policy continues to tighten, raising interest rates in order to restore price stability

• Indicators from several sectors point to the effects of tighter monetary policy slowing overall 

demand growth 

Overview
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Source: BEA, Haver Analytics

Note: Grey bars indicate recession shading3

Inflation remains well-above historic norms and the Fed’s 2 percent target
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Source: BLS, Haver Analytics4

Over the past year the prices of services began to exert an outsized 

influence on overall inflation

-1

0

1

2

3

4

5

6

7

-1

0

1

2

3

4

5

6

7

Jan-19 May-19 Sep-19 Jan-20 May-20 Sep-20 Jan-21 May-21 Sep-21 Jan-22 May-22

Contributions to Core CPI Inflation

Nondurable Goods Durable Goods Used Vehicles

Non-Housing Services Shelter Core CPI Inflation

y/y % chg y/y % chg



FEDERAL RESERVE BANK OF KANSAS CITYFEDERAL RESERVE BANK OF KANSAS CITY

5 Sources: FRB San Francisco, Haver Analytics

And now prices are increasing for almost all goods and services
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Source: U.S. Census Bureau, Staff calculations

Note: Data was taken during the survey periods June 9 – 21, 2021 and June 1 – 13, 2022
6

More households are experiencing increased difficulty in paying their 

typical expenses 
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Sources: BEA, Haver Analytics7

Consumption growth slowed over the past several quarters and 

business investment declined recently
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Sources: Federal Reserve Board, S&P, Haver Analytics

Note: Debt service ratios measure the ratio of debt-service payments relative to household disposable income.8

Debt burdens are low historically and household balance sheets 

remained strong early this year, supporting overall consumption 
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Source: BLS, Haver Analytics

Note: Grey bars indicate recession shading
9

Unemployment rates are at or below pre-pandemic lows 
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Source: BLS, Haver Analytics, Staff calculations 

Note: Grey bars indicate recession shading
10

Labor demand remains elevated 
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Source: BLS, Haver Analytics

Note: Grey bars indicate recession shading
11

While labor supply remains constrained

60.0

61.0

62.0

63.0

64.0

60.0

61.0

62.0

63.0

64.0

2018 2019 2020 2021 2022

Labor Force Participation Rate% %



FEDERAL RESERVE BANK OF KANSAS CITYFEDERAL RESERVE BANK OF KANSAS CITY

Sources: Federal Reserve Board, Summary of Economic Projections 12

The Federal Reserve is moving interest rates to restore price stability 
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Sources: KC Fed Manufacturing Survey

Note: An index level above 50 indicates the level of activity is increasing.
13

Measures of production across the region point to declining production, 

while job growth remains healthy
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Sources: Institute for Supply Management, Haver Analytics

Note: An index level above 50 indicates the level of activity is increasing. 14

Declines in production have been less severe across the country, 

highlighting regional differences 
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Source: KC Fed Surveys

Note: An index level above 50 indicates the expected level of activity is increasing. 15

Expectations for future business activity in the District are softening
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Source: Zillow, U.S. Census Bureau, Haver Analytics16

The housing market is cooling as the number of existing homes being 

sold and the number of new homes being constructed are falling
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Sources: S&P Global, Bloomberg

Note: An index level above 50 indicates the level of activity is increasing. 17

Business activity is also slowing globally 
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Sources: FRED18

As economic conditions begin to change, financial markets are repricing 

credit risks 
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