U.S. Economic Growth and Inflation Since 1970 Using FRED
Events in the economy at large affect each of us. For example, a rapidly growing economy provides many more job opportunities for workers than a slowly growing one. If you look over the past 50 years you’ll see that in some decades growth was much faster than in other decades. There were many more opportunities for workers in the faster growing decades. It is very likely in the years to come we’ll periods of both high and slow growth so it is important to be able to understand the past to better understand what might happen in the years to come.
The rate of inflation is another important variable – if inflation is high, a worker would hope that their nominal salaries would be rising quickly to stay ahead of inflation. While the U.S. last had high rates of inflation in the 1970s to the early 1980s (at times during these years, prices were rising more than 10% annually), even low rate of inflation (which we have seen since the early 1990s) can affect people’s purchasing power. Again, by understanding the past we can better understand the years to come.
In this exercise you will use the FRED website (that is, https://fred.stlouisfed.org/ ) to understand the behavior of the U.S. economy since 1970; in particular, we will focus on economic growth and inflation. 
Listed below are six important macroeconomic variables; select the three that are used to calculate economic growth, the inflation rate for the entire economy, and the inflation rate for consumers. After you have selected the appropriate three variables, you’ll need to calculate growth and inflation as follows: in the upper right of the FRED page select “edit graph” and then under “units” select “percent change from the previous year.” In your graphs the vertical gray bars represent recessions; the remaining white areas are expansions.
	nominal GDP (GDP)
	M1 money supply (M1SL)
	real GDP (GDPC1)
	the federal funds rate ((FEDFUNDS)
	the GDP deflator (GDPDEF)
	the Consumer Price Index, or CPI (CPIAUCSL)
Now, please answer the following questions.
1. Since 1970, which variable is most likely to have a negative growth rate?
	A. economic growth
	B. inflation for the entire economy
[bookmark: _GoBack]	C. inflation for consumers
2. Since 1970, when was the most severe recession?
	A. 1970s
	B. 1980s
	C. 1990s
	D. 2000s
	E. 2010s  
More questions are on the next page.

3. Since 1970, when was the inflation rate the highest and most variable?
A. 1970s
	B. 1980s
	C. 1990s
	D. 2000s
	E. 2010s   
4. How does economic growth in the 1990s compare to the 2010s?
	A. growth was higher in the 1990s
	B. growth was higher in the 2010s
	C. growth was about the same in both decades 
5. Which of the following best describes what happens in the typical recession since 1970?
	A. falling prices, falling real GDP
	B. falling inflation, falling real GDP
	C. falling prices, falling economic growth
	D. falling inflation, falling economic growth  

