Climate Change makes Inflation Inevitable
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Take cooling, for example. It isn’t optional anymore. Last week, historic heat waves threatened the lives of more than 100 million Americans. According to the Center for Energy Poverty and Climate, the average price to cool a home will be $719 this summer, up 9 percent over last year. 
Extreme weather raises food prices too. It’s one reason that orange juice cost 42 percent more in April than the year before. Because the U.S. imports about 15 percent of its foods, extreme weather elsewhere in the world affects food prices here. One study predicts that rising temperatures could increase food inflation by more than 3 percent annually in the next decade. 
One of the biggest kitchen-table issues is the rising cost of home insurance as weather disasters increase. The First Street Foundation, a climate-risk research organization, says nearly 36 million homes face rising insurance costs or reduced coverage, and homes in parts of the United States are becoming uninsurable. The BBC reported earlier this year that hazard insurance premiums are “a crisis unfolding across America — along both coasts, and through the Midwest.” 
The National Bureau of Economic Research says the average premium in the United States jumped 33 percent from 2020 to 2023. The National Association of Realtors says the average home insurance policy, now $2,377, will rise another 6 percent this year. But premiums will be much more expensive where climate impacts are worse. The Association says home insurance for Florida residents will average $11,759 by the end of this year. 
Large insurers such as State Farm, Allstate and Farmers have already pulled out of California and Florida, and more than a dozen home insurance companies have declared insolvency since 2019. Families that can’t obtain or afford insurance may be unable to buy homes since most mortgage companies require it. 
The overall economy feels the heat, too. Analysts say America’s economy has been one of the strongest among advanced nations since the pandemic, mainly due to increases in labor productivity. However, the Atlantic Council has predicted that the United States could lose an average of $100 billion annually from lost labor productivity due to extreme heat. Productivity losses already affect all regions and sectors of the national economy. The council says productivity losses could double by 2030 and rise to $500 billion nationwide by mid-century. 
However, the biggest threat to the economy is the so-called climate bubble. Realtor.com says nearly 45 percent of homes in the United States, worth about $22 trillion, are at risk of severe or extreme damage from floods, high winds, wildfires or heat. 
A study published last year in the journal Nature Climate Change showed that climate change lowers the value of at-risk properties, but the risks often are not reflected in home prices. Once climate risks are recognized and priced, home values could collapse with an impact comparable to the subprime mortgage bubble that burst in 2008 and helped create the Great Recession. 
“Despite enormous risks, climate change-related weather risks have not seemed to impact consumer behavior in the real estate market just yet. Americans are still moving into floodplains, drought-stricken cities, and the paths of hurricanes – and at a historic rate,” according to Bradley, a national law firm. “As risks of extreme weather events from flooding to wildfires rise dramatically in coming years, lenders, insurance companies and others will revise valuations of millions of homes, popping a real estate bubble and resulting in crashing prices for homeowners.” 
Climate inflation is a big problem; it is ongoing, growing and permanent because our weather is on track to get far more violent and costly. We have allowed global warming to become a forever crisis. 
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