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Method of Costing
When all factors that affect prices are held constant then, both LIFO and FIFO will report the same outcome. nevertheless, on the results of a steady increase in prices, LIFO would report the highest inventory cost since the oldest purchases are kept in the inventory (Simeon & John, 2018). Considering that the prices are reducing, the oldest inventory purchases will have a higher cost than new purchases. 
Moreover, FIFO would report the lowest inventory cost when prices steadily rise because the method maintains the new purchases in the inventory. Therefore, if prices were reduced, the new purchases in the inventory would cost less than the initial purchases.
FIFO would report the highest gross profit because the oldest inventory purchased first is sold first. Since prices are rising steadily, the recent expensive inventory is left in an increasing environment on the balance sheet (Evans, 2019). Thus, FIFO enhances gross profit since the old inventory purchased at lower prices is utilized to value the cost of goods sold.
LIFO will yield the lowest gross profit if the price levels rise steadily. The LIFO method records the new products on the inventory and uses it to value the cost of goods sold first (Evans, 2019). Therefore, the present cost of goods sold will be higher in an increasing price environment since the new inventory will be more expensive.
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