Inflation is too sticky – can’t get to the Fed target which crushes confidence 
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May’s consumer price index, released Tuesday, shows that inflation rose 4% last month from a year earlier. While that’s well below its peak of more than 9% last June, there’s a ways to go before the Federal Reserve reaches its target of 2% inflation. We’ve gotten to the part of the inflation journey where the Fed is trying to squeeze the last bits out of the toothpaste tube. But it’s slow going, according to David Wilcox, an economist at the Peterson Institute for International Economics and Bloomberg Economics. “The pathway ahead looks like it will take longer than anyone would prefer,” he said. Why? Well, it’s partly because when it comes to inflation, the most obvious and temporary problems tend to sort themselves out first: the pandemic and all the erratic consumer spending during its different phases, the initial shock to oil prices because of the war in Ukraine. Plus, “the supply chain issues that everyone talks about,” said economist Linda Hooks at Washington and Lee University. Now that those have mostly subsided, “the Federal Reserve is working with some very broad tools, and they’re aiming for a very small target,” she said. That’s tricky since a smaller target requires better aim. “What’s left is both the continued tight labor market and the underlying inertia of wages and prices,” said Jason Furman, an economist at Harvard University. Underlying inertia is what’s making this leg of the inflation journey so sticky. We’ve been here for so long that businesses have come to expect prices to rise every month. 
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