


Inflation  Inflation  
at a Glanceat a Glance

You might have heard about 
inflation from your parents or 
social media.  But what is it, 
exactly, and why are people 
so concerned about it?

In straightforward terms, 
inflation means that the 
costs of many of the things 
we need and want are going 
up, but this only partly 
explains what’s happening 
on a deeper level.

From 1914 to 2021, inflation averaged about 3.24%. This 
means that the prices of the goods and services we purchased 
increased a relatively steady and reasonable amount from 
year to year. That said, in times of crisis, such as the COVID-19 
pandemic, the inflation rate can spike or rise very quickly.

While this sounds scary, understand that inflation is a normal part 
of the economy. Economies have  periodic ups and downs, much 
like some regions of the world have seasons. Inflation has occurred 
before, and it will again, and we have always gotten through it. 
Now that we understand a little more let’s take a closer look. 

 You and your parents 
notice that the same amount 
of money buys fewer groceries 
and gas than it used to—for 
example, a gallon of milk that 
once cost $4 costs over $5. 

The cost of things is going up. 

 You hear about banks raising their interest rates 
on loans and credit cards - making it more expensive for 
people to borrow money - as an increasing part of what 
is borrowed is already owed as interest. 

The cost of money is going up. Think of it this way; 
you borrow a dollar but pay thirty cents interest for it. 
This means you only borrowed seventy cents!

 You hear about the Federal Deficit 
going up, so the money our government 
owes is also increasing. 

Governments borrow money from giant 
global banks and funds. They have to 
pay interest, too. They pass these costs 
partly back to us through taxes! 

OH NO! 
INFLATION 
IS HERE!

Some Some 
Signs of Signs of 
InflationInflation
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Governments and the 
Global Banking System
Like the corporate banks you see, governments have 
banks too, such as our Federal Reserve. Beyond such 
national banks, there are larger global banks and 
investment funds. Governments can borrow from all of 
these banks, and the cost of this money (called “interest”) 
is affected by both supply and demand and inflation. 
Therefore, how and when governments choose to spend 
and borrow can have big consequences.

Stimulus and Bailouts
When many people are out of work during a crisis such as 
a pandemic, war, or economic emergency, the 
government can give out money, but this 
money has to be paid for! 

Sometimes, governments have to 
borrow money from big banks or 
other countries. Other times, they 
choose a more worrisome approach; 
they borrow against the future or 
simply print more money. The hope 
is to cover the “loan” with future 
prosperity. Sounds scary, right? It 
sure can be!

Printing more money than 
the government can cover 
can be a significant driver 
of inflation, as the more 
the money has been 
borrowed, in effect, the 
less it’s worth. 

Underneath the signs of inflation and the actions that may create it are the 
root causes or economic reasons that can drive up prices and interest rates. 

Government  
Spending Practices
Yes, inflation can also occur when 
governments are careless with money. 
This happens when governments 
spend money on programs that they 
don’t have enough money to pay for. 
Spending in this way creates more 
tax burden on the people as the 
government’s money is our money!

When taxes go up, people often 
spend less, and less demand drives up 
prices, which also adds to inflation. 

Governments also borrow money from 
banks and other governments, which 
means they owe payments and interest 
like we do when using a credit card. 
These costs can also be passed down to 
us through more tax increases. 

Trade Imbalances
The world is built on trade as companies and countries  
make money from the goods and services they provide  
in the global market.

When countries don’t produce enough of their own 
goods, they are forced to buy from other nations, 
helping their economies over ours. This can drive up 
prices, meaning trade imbalances can create inflation. 

Need more?
Here are some great additional resources that will help you learn 
more about inflation and how it impacts our everyday lives.

 socialstudiesforkids.com/articles/economics/inflation1.htm
 wiki.kidzsearch.com/wiki/Inflation
 www.easypeasyfinance.com/inflation-for-kids-beginners/

Lessons  
of Inflation
While inflation is a normal part of 
the economic cycle, like debt itself, 
it can quickly get out of hand. Just 
like bad financial decisions on our 
part can leave us with less money, 
government choices such as over-
spending and shipping jobs and trade 
out of the country can create terrible 
supply issues and drive up inflation. 

The key for governments and 
banks is the same as with 
people; to spend wisely and 

make sure that enough is 
coming in to cover what is 
being spent. 

Our Founders envisioned 
a country where the 
power rested with the 
people and our ability 
to create our economy 
and wealth. With 
these in balance, we 

can withstand any 
financial hardship, 
including 
depression, 
recession, and 
inflation.

Root Causes Root Causes 
of Inflationof Inflation

Supply Issues
When dramatic events like drought 
or pandemics like COVID-19 occur, 
emergency measures such as 
lock-downs and mandates can 
cause businesses to close. When 
businesses close, some of the items 
those businesses produce become 
rare and hard to find. This is an 
issue of supply and demand.

The concept of supply and 
demand measures the 
difference between the 
available amount of goods 
and services in an economy, 
and the number of people 
who want and can afford 
to purchase and use them. 
Therefore, increased demand 
or a drop in supply can cause 
shortages. That scarcity drives 
up —or “inflates” prices.
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1100
REASONS REASONS 
AMERICA AMERICA IS IS 

AWESOMEAWESOME

1010  We Saved the World: 
America has helped make the world 

a safer and better place by defeating dangerous 

nations who wanted to spread tyranny around 

the world. America’s contributions during World 

War II helped stop Nazi Germany and its allies, 
and during the 
Cold War we 
led the world to 
stop the Soviet 
Union and 
the spread of 
communism.

99  Technology and 
Innovation: America has 

created some of the world’s most important 

and creative technical innovations. Because 

of our culture of innovation, creativity, and 

strong support of capitalism, Americans 

have created important technologies like 

the telephone, airplanes, television, and 

even the internet. 

88  Capitalism: From the very beginning, 

America’s economy was built on capitalism 

and the free market. This is part of our tradition 

of freedom and liberty, since it gives people the 

right to buy and sell the things that they want. The 

competition and innovation created by the free 

market has made everyone’s life better!

77 Our History: 
America’s history is like 

no other country in the world. 

From the story of our founding 

and the example set by the 

Founding Fathers, to our 

efforts to make our 
country an even 

better place to live 
by fighting to end 
slavery and to 
give people more 

rights, America’s 
history has always 

been exceptional. 

66 Our 
Culture: 

America’s culture is unique 

and diverse. America 
incorporates the best 
parts of the rest of the 

world in a unique way. 

Our culture encourages 

people to work hard and 

rewards them for their 

perseverance. This has helped 

to make American culture 

popular all over the world!

55 Our Founders: Our Founders 

wanted to create the best country in the 

world. Not only did they fight for our freedom, but 

they also gave us a government to stand the test 

of time and left us with the tools that we need to 

be successful.

44 Our 
Liberties:  

No other country in the 
world has the rights 
and liberties that 
Americans do. Not 
only are we free to 
think and say what 

we want, but we’re 
also free to start a 

business and compete 

on the free market. 
We have rights like no 

other country. 

33 Democracy: America was the 

first country in the world to declare 

its independence from kings and 

tyranny by forming a democratic 

government by the people, for 

the people, and of the people. 

This inspired other countries 

around the world to 
become more democratic, 

but America did it 
first and most 
successfully. 

22 The American Dream: 

Capitalism and free enterprise 

gives everyone the opportunity to succeed 

and improve their life. It’s easier to start 

a business in America than anywhere 

else in the world. People from all over the 

world want to live  
in America to achieve 

the American 
dream. 11 Our People: America is a nation 

of “we the people,” and together we 

make it what it is. By taking pride in who 

we are and working together to protect and 

improve our country, we can make it an even 

better place to live. 17
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+PLUS+PLUS  FREEFREE
BONUS GIFTS!BONUS GIFTS!

THE KIDS GUIDE TO 
THE FREE MARKETS 
helps kids understand the 
freedoms, core values and 
empowering systems that have 
propelled America to amazing 
success!

THE KIDS GUIDE TO 
AMERICA’S GREATNESS
showcases the founding ideals that have led 
and inspired the world for generations!

 Free Kids Magazine

 Free Video Lesson &  
      Digital Workbook

THE KIDS GUIDE TO 
ENTREPRENEURSHIP  
& INNOVATION
inspires by example, showing kids how 
America’s inventive and innovative spirit 
helps change the world for the better! 

Hey mom & dad, the Kids Guide is a fun series that helps kids learn important lessons 

they don’t always get in school! Choose any one of our guides below and get it for FREE*! 

Just scan the corresponding QR code to get started!

*Just pay s&p with this special offer. Scan QR code to see website for details and to order your free Kids Guide.

Introduce Your Kids to
Introduce Your Kids to  The Kids Guide.The Kids Guide.    

Choose your first Guide for 
Choose your first Guide for FREE!FREE!

INVESTING
INVESTING

Putting Money to Work

THIS IS HOW THE STOCK MARKET WORKS

What’s an 
Economy
The word economy can mean more than one thing, but the 

basic definition is that an economy is a system for making 

and using money. 

America’s economy is a free market economy, where people 

pay money in exchange for products and services, and can 

make money by being paid to work for a business that 

produces something or provides a service or even by selling 

their own products or services. Because it’s about exchange, 

everything in an economy is connected.

?

The new business’s owner can invest his or her own money to do 

these things, but if they want to grow even more, then they can 

let other people invest in their company.  The simplest definition 

of investing is when a person or a business  

gives money to a company to help it grow.

If they think the business 
has a good chance of 
doing well in the future, 
an investor could buy part 
of the company, giving 
the founder more money 
to grow the business in 
exchange for a share in its 
future profits. 

In the stock market, 
investors can buy or sell 
pieces of ownership in a 
company, called “shares”, 
from one another based 
on the expected future 
performance of that 
company. One investor who 
believes a company will do 
well in the future will buy 
shares from another investor 
who believes the company 
will do poorly in the future.

Wages Business 

Money

Consumers

Products 
& Services 

The 
Economy

Starting a new business 
takes money; there’s rent 
to pay, employees to hire, 
and the product you want 
to sell will cost something 
to make. 

Investors can get an idea of how 

the whole economy is doing by 

looking at whether the price 
of many different stocks are 
going up or down. When most 

stock prices are going up, then 

the stock market is growing. 
Investors call this a bull market. 

When prices are going down and 

the stock market is shrinking, 

investors call it a bear market. 

No one knows exactly where 
these names come from, but it 

might be because bulls push up 

with their horns and bears pull 

down with their claws.
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HOW TO START
HOW TO START    

A BUSINESSA BUSINESS

It’s never too early to become an entrepreneur. 

Here are some ideas for businesses that you could start: 

Help with chores: Help adults with extra chores, like laundry and yardwork.

Be a pet sitter: Take care of someone’s pets while they’re out of town.

Have a garage sale: Sell old books, toys, and games that you don’t want any more.

Be a tutor: If you’re really good at a subject in school, help teach other kids how to do it.

Make a garden: Grow fruits and vegetables; you can eat some and sell the rest!

Starting a business is a big step, and it’s an entrepreneur’s first step 

towards making their dreams a reality. The laws about starting a 

business are different in different areas of the country, but some 

basics everyone who wants to be an entrepreneur  

will have to face along the way include:

1  Have an idea and figure out whether or 

not it could become a successful business. 

Are there enough potential customers for your 

idea? Do any other businesses do something 

similar and are they successful? 

2  Develop a business 
plan to cover 

the basics of what your 

business will do and how 

it will make money. 

3  Build a team. No 
entrepreneur can 

do it alone; all successful 

businesses will need 
partners and employees.

4   Create a marketing plan 

to help your business 

stand out from its competitors. 

It will need a creative name 

and a logo to show off what 

makes it special.

5   Figure out local 
laws governing how 

businesses need to be licensed. 

6   Getting funding is 
another important part 

of starting a new business. 

Some businesses are funded 

by their owners. Entrepreneurs 

with bigger visions may 

need funding from investors 

(people who give money to 

new companies in exchange for 

owning part of the company). 

Keep improving and 

don’t give up! Every 

new business owner 

will face challenges 

and make mistakes. 

Successful 
entrepreneurs 

see everything, 

even mistakes, as 

a chance to learn 

something new. 

We make  
a great 

team!

14

15


