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In other words, inflation may be One can study the effects of unanticipated inflation under two.

The rise of prices in Pakistan can also be attribute to the despicable acts of traders. Inflation at very fast rate is
Hyper-Inflation, medium is Strato-Inflation and low lever is Creeping inflation. An increase in aggregate
demand will increase both prices and output, but a supply shock will raise prices and lower output. Whenever
a product is bought or sold beyond its real price for its worth, then Inflation of money occurs. Bondholders
earn fixed interest income: These people suffer a reduction in real income when prices rise. Thus, an increase
in aggregate demand at the full employment stage leads to an increase in price level only, rather than the level
of output. Price Hike and the Common Man For the common man, a hike in prices is always a matter of some
concern. Thus, adverse redistributive effects are likely to occur. One of the effective methods is to take prompt
and drastic action against the traders who are mainly responsible for the ever increasing prices. As demand
now rises, output will rise. How would the purchasing power of your savings have changed over the year?
Another segment of society that is affected by rising prices is the middle class. Thus, CPI may arise even
below the full employment Yf stage. Therefore, goods such as foodstuffs and other necessities also become
more expensive. Walking Inflation: If the rate of annual price increase lies between 3 p. A low rate of capital
formation hinders economic growth. The rise in prices has not been effectively controlled. Absolute-Study
April 22, English Essays , Paragraph Writing , Short Speech No Comments Inflation The rise and fall of prices
is natural but if the rise of prices is not in proportion to the rise of income, it is called inflation. In Pakistan
inflation has become an unending disease to our economy. Prices of commodities are thereby increased. It has
recently superseded China as the fastest growing large economy and ranks third in Gross Domestic Product in
terms of Purchasing Power Parity. It is a phenomenon of occurrence when the Price of Money is continuously
Falling and the Money Price is continuously Rising. That is why government is then accused of causing
inflation. In other words, inflation may be unanticipated when people fail to adjust completely. Similarly, a
percentage of inflation premium will be demanded by creditors from debtors. Thus, during inflation of
anticipated variety, there occurs a diversion of resources from priority to non-priority or unproductive sectors.
The rise in prices started after the Second World War but it was not so high as to affect the economy of the
country. A fall in savings means a lower rate of capital formation. This is bad for the country. Price level will
continue to rise until aggregate demand equals aggregate supply. It is an extreme form of inflation when an
economy gets shattered. This is true to some extent. An increase in nominal money supply shifts aggregate
demand curve rightward. The borrower now welcomes inflation since he will have to pay less in real terms
than when it was borrowed. This can be demonstrated graphically Fig. Causes of inflation[ change change
source ] When the total money in an economy the money supply increases too rapidly, the quality of the
money the currency value often decreases.


