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Commentary provided by the “Bowtie Economist,” Elliot Eisenberg, Ph.D., internationally acclaimed economist and 

public speaker who has been featured in Bloomberg, Business Week, Bureau of National Affairs, Forbes, Fortune, and 

many other publications. Click on the bowties for related posts from the Bowtie Economist’s blog, ECON70.com

No matter how measured, the US economy is suffering from both “base-effect” and “bottleneck” inflation.  Base-effect 
inflation will diminish as we begin comparing current prices to prices that prevailed a year ago as the US economy 
came out of the worst of the spring lockdown and began recovering.  Bottleneck inflation results from a short-term 
imbalance between supply and demand.  The demand surge will subside as consumers spend savings and stimulus 
funds.  Supply shortages are also of a short-term nature and will dissipate as employment rises, production increases, 
and inventories are rebuilt.  The Fed has been very consistent in messaging that they consider this burst of inflation, 
currently 3.1% to 3.6% depending on how measured, to be a short-term problem that they are monitoring and expect 
to subside.  They continue to reassure markets that they have no intention of raising rates for the foreseeable future.  
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Inventories declined in 21Q1, and it looks as if rebuilding will be delayed into the second half of 2021.  
Corporate investment in capital goods remains very strong as manufacturers continue to adapt and 
respond to surging consumer demand.  The key question for the next few months is how rapidly consumer 
spending shifts from goods to services, and I expect it will happen rather slowly given the large amount 
of cash available from savings and stimulus funds.  I don’t see any large shifts in energy prices in the near 
future.  OPEC and Russia are still deliberately underproducing to keep prices propped up.  At this point, 
oil prices are not high enough to trigger much net new exploration and production in the United States. 

21Q1 GDP growth came in at a strong 6.4%, but the winning quarter 
of the year will undoubtedly be 21Q2, with GDP possibly hitting 10.0%! 
There will be modest slowing for the last half of the year, with 21Q3 likely 
at 8% and 21Q4 over 7%. I predict that GDP will steadily slow and by 
the end of 2023 resemble normal pre-pandemic growth of around 2%.  

https://econ70.com/2021/05/26/limited-lumber/
https://econ70.com/2021/05/20/post-pandemic-participation/
https://econ70.com/2021/05/27/dwelling-decline/
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