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What is inflation?
Inflation is the rise in prices of goods and 
services. Typically, inflation is caused by 
demand or supply-side imbalances. For 
example, when the demand for goods or 
services outpaces production capacity 
or when production cost increases force 
suppliers to raise prices. 

While inflation often comes with a negative 
connotation (especially in the current 
climate), low to moderate inflation can be a 
sign of a healthy and stable economy. Low 
to moderate inflation is also associated with 
a reduction in the severity of economic 
recessions as inflation typically boosts 
spending, while near zero inflation is often a 
sign of weak demand for goods and services. 
However, high inflation can be damaging 
to an economy. It erodes purchasing power 
and increases economic uncertainty. 
Traditionally, economists advocate that an 
inflation rate of around 2% is healthy. 

What are the effects of inflation?
In times of high inflation, we may experience 
sticker shock at the gas station or perhaps 
notice that our grocery bill feels a bit 
larger than usual. High inflation means 

What are the Effects of Inflation?
higher prices, and it can erode purchasing 
power when your dollar doesn’t go as far. 
Economically, the impact of inflation can 
be complex and wide-ranging. In addition 
to increased cost of living, impacts of high 
inflation include:

• Rising interest rates which increase 
upfront costs of borrowing and 
associated reinvestment

• Pressures discretionary spending and 
demand, which lowers economic activity

• Lowers the value of future receivables 
(i.e., cash payments)

• Increases economic uncertainty
• Reduces the global competitiveness of 

U.S. businesses

It is important to note that every economic 
cycle is different, and many other factors 
influence the impacts of inflation, which 
can lead to different impacts and severity of 
impact in each inflationary cycle.

Current inflation in the United States
Supply chain disruptions, geopolitical events, 
loose monetary policies, excessive stimulus,  
and pent-up consumer demand for goods 
following the reopening of the economy in 
2021 have been a driving factor for increased 
inflation. In the most recent Consumer Price 
Index (CPI) report, prices rose 8.6% in May 
2022 compared to May 2021. This is the 
largest 12-month increase since December 
1981. The energy index rose 34.6% over 
the last year, which is the largest increase 
since September 2005. When adjusting by 
removing food and energy prices, core CPI 
climbed 6% over the last 12 months. 

What is the government doing about high 
inflation?
The Federal Reserve is tasked with 
controlling inflation. They accomplish that 
through tightening monetary policy and 
increasing interest rates. The idea is that 
higher interest rates encourage saving and 
slow the economy to decrease inflation. 

So far this year, the Fed has raised the federal 
funds rate to the target range of 1.5% to 
1.75%. They forecast a 3.25% to 3.5% federal 
funds rate by the end of 2022. In addition to 
the Fed increasing interest rates, the Federal 
Open Market Committee (FOMC) has 
started shrinking it’s balance sheet this year. 

We’re all in 
At The Prosperity Consulting Group, we’re 
keeping a close eye on inflation, interest 
rates, and the markets. We recommend 
our clients invest in diversified portfolios 
that help moderate the impact of market 
turbulence, allowing clients to remain 
confident in achieving their financial goals. 
If you have any questions, please do not 
hesitate to contact us at (410) 363-7211 or 
email us at info@prosperityconsult.com.

What is the cost of 
inflation?
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State-By-State Comparison: Where Should You Retire?
There are several considerations you must make if you’re thinking 
about relocating for retirement. While proximity to family, weather, 
and lifestyle are important to think about, taxes may also play a role in 
your decision making. Below we break down some of the differences 
in taxes between states. 

Income Tax 

In green are the eight states that have no personal income tax. New 
Hampshire isn’t marked on the map since they technically do have an 
income tax; however, they only tax dividends and interest income at a flat 
rate of 5%. In red are the ten states that have the highest top income tax. 

Social Security Tax  

Remember, the federal government taxes up to 85% of your Social 
Security benefits, depending on your income. If you live in one of the 
states highlighted in red above, you may be taxed on the state level as 
well. 

Sales Tax 

You may incur sales tax when purchasing personal property such as 
shoes, clothes, food, etc. However, some states have unique rules on sales 
tax that you may want to consider if you’re thinking about moving there.  
In dark green are the five states with no sales tax. The 12 states with the 
lowest sales tax of 5% or less are depicted in light green. The 16 states 
with the highest sales tax of above 6% are in red. Maryland falls in the 
middle with a sales tax of 6%.

Property Tax 

Depending on where you live in retirement, property taxes may account 
for a significant amount of your budget. According to the U.S. Census 
Bureau, the average American household spends $2,471 per year on 
property taxes. The map above depicts the 10 states with the lowest 
property tax in green. The 12 states with the highest property tax of 
above 1.5% are depicted in red. Maryland falls in the middle with a 
property tax of 1.09%

Inheritance and Estate Tax 

Estate and inheritance tax are taxes imposed on assets at death. Estate 
taxes are paid by the deceased person’s estate before the money is 
distributed to their beneficiaries. Inheritance taxes are paid by the 
person inheriting the assets. 
 
The states in red depict the states that have an estate tax. The states 
in blue depict the states that have an inheritance tax. Note that in 
most states, inheritance tax will not apply to certain immediate family 
members of the deceased. Maryland has an estate tax of 0.8% to 16% 
on estates above $5 million and an inheritance tax of 10%. However, 
most heirs are exempt from paying the 10% flat inheritance tax. The 
descendant’s spouse, parents, grandparents, children, grandchildren, 
siblings, sons-in-law, or daughters-in-law are all exempt.

For a more thorough state-to-state retirement comparison see our blog 
at www.prosperityconsult.com/blog.


