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Abstract

In a liberal economy, price is determined by supply and demand. When the economy
booms, demand has more than supply, then price is higher. This is a cause of inflation. And when
the economy is in depression, the price will drop. This is a cause to deflation. In the current
depression period, we found that the general price should be lower, but the price is high, instead,
and at the same time, unemployment is rising too. Economists call this phenomenon “the
Stagflation”. The inflation will make the cost of living higher. The government must solve this
problem before the inflation spreads. Finally the inflation problem will shake the stability of the

government and national development.

Keywords: inflation, deflation, economy, depression
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