COSTS OF
INFLATION

Governments strive to have a low
rate of inflation because there
are a number of costs associated
with high levels of inflation.

Loss in purchasing
power as the price of
goods have risen

' Consumers are
discouraged from
saving

Banks raise nominal /\/J
interest rates, cost

of borrowing
increases A

Exports become
less competitive,
imports become
attractive

Firms are
discouraged from
investing due to
uncertainity



