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There’s a Hole in My Bucket

gas price inflation because inflation measures the

Key Takeaways change in price, not the level of price.
o Inflation has fallen dramatically over the last couple Inflation Has Fallen
of years.

With that in mind, inflation has fallen dramatically

o However, it is important to remember that inflation over th? |§St couple of y(_aars. The most recent CPI
measures change in price, not level of price report indicated that prices rose by 3.0% YOY,
' ' dramatically lower than the June 2022 peak of 9.1%

YOY. In comparison, wage growth is running at

o Because inflation was so high in 2022, many about 4.1% YQY, nearly 1.0% above inflation.

households continue to struggle with higher prices.
Chart 1: Inflation and Wage Growth (YOY%)
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Two years ago, inflation reached an eye-popping j
9.1% (year-over-year, or YOY). In response, the .
Federal Reserve raised interest rates at the fastest
pace in 30 years. Today, with inflation having >
declined to 3.0% YQY, the Fed is now talking about ‘
cutting interest rates. Before declaring victory on }
inflation, we believe it is important to highlight that g R
the inflation spike of 2022 is still adversely affecting S 2 9§ 5 £ 2 8§ 5 £ 2§ &
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consumers.

Source: Bloomberg
Inflation measures how much a good or service
changes in price over a given period, but it does
measure its price level. For example, if gasoline
prices increase from three dollars per gallon to four
dollars per gallon over the course of a year, that
would result in year-over-year inflation of 33%. If
gas prices stayed at four dollars over the next year,

that would result in year-over-year inflation of 0%. Level Matters Too

So even though we’re stuck with four-dollar gas how h h e in inflation i
prices (five dollars if you live in California), To show how the 2022 spike in inflation impacts

economists would be cheering about zero percent consumers, we show the cumulative growth of

In fact, you can see in Chart 1 that wage growth has
been above inflation since May of 2023. On the
surface, this looks like a victory for the consumer.
However, the inflationary effects from 2022
continue to impact consumers today.



Chart 2: Growth in Wages and Inflation (%) inflation and wages over the last three years in
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Source: Bloomberg
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Chart 2. You can see that inflation and wages grew

Wages e nflation at a very similar rate for the first six months of 2021.

Inflation then accelerated sharply until June of
2022, creating a significant gap between inflation
and wages. Thankfully, the gap has closed over the
last year as inflation has come down and wage
growth has stayed elevated. However, you can see
that over the last three years, prices (inflation) have
risen much more than wages.

While we should all be happy that inflation has
declined, it will likely take consumers a few years to
fill the hole in their spending power.
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Important Information

This is for informational purposes only, is not a solicitation, and should not be considered investment, legal or tax
advice. The information in this report has been drawn from sources believed to be reliable, but its accuracy is not
guaranteed, and is subject to change. Investors seeking more information should contact their financial advisor.
Financial advisors may seek more information by contacting AssetMark at 800-664-5345.

Investing involves risk, including the possible loss of principal. Past performance does not guarantee future
results. Asset allocation cannot eliminate the risk of fluctuating prices and uncertain returns. There is no guarantee
that a diversified portfolio will outperform a non-diversified portfolio. No investment strategy, such as asset allocation,
can guarantee a profit or protect against loss. Actual client results will vary based on investment selection, timing,
market conditions, and tax situation. It is not possible to invest directly in an index. Indexes are unmanaged, do not
incur management fees, costs, and expenses,HGa and cannot be invested in directly. Index performance assumes
the reinvestment of dividends.

Investments in equities, bonds, options, and other securities, whether held individually or through mutual funds and
exchange traded funds, can decline significantly in response to adverse market conditions, company-specific events,
changes in exchange rates, and domestic, international, economic, and political developments.

Bloomberg® and the referenced Bloomberg Index are service marks of Bloomberg Finance L.P. and its affiliates,
(collectively, “Bloomberg”) and are used under license. Bloomberg does not approve or endorse this material, nor

guarantees the accuracy or completeness of any information herein. Bloomberg and AssetMark, Inc. are separate and
unaffiliated companies.

AssetMark, Inc. is an investment adviser registered with the U.S. Securities and Exchange Commission.
©2024 AssetMark, Inc. All rights reserved.
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