
  
  
WIth central bankers around the world conjuring 
up money out of thin air -magician-like, investors 
are nervously wondering whether inflation is 
about to be pulled like a rabbit from a hat too. 
Inflation erodes the value of wealth, discounting 
its present value by the rate that goods and 
services increase over time. Economist Milton 
Friedman famously said inflation is always and 
everywhere a monetary phenomenon meaning 
that inflation results from a more rapid increase 
in the quantity of money than in output. To be 
sure, that is precisely what is happening now, as 
it has been since the Financial Crisis of 2008. 

Despite this, there is the counter-argument that 
inflationary pressures are expected to be offset by subdued consumer demands and a drop in demand 
from the higher taxes that are expected will follow. The attached article <here> in Advisor Analyst asks the 
question: Are Inflation Expectations Inflated? Their conclusion is that prices are expected to remain 
moderate over the near term, notwithstanding running the printing presses flat out.

Time with tell, but history would suggest that increasing the number of dollars in circulation beyond the 
economy’s capacity to deploy it productively, it will produce bubbles in risk asset classes including 
equities, housing and collectibles. And looking at the prices for single detached homes these days, 
inflation is already here. Anecdotally, I priced the cost of replacing the decks on my cottage and the price 
the contractor quoted was about 50% more than what was quoted 2 years ago. Yikes!

Inflation, interest rates, presidential elections, China, CERB -sorry CRB, all of these and more are on our 
radar screens. They are short term factors that influence the direction of stock markets and economies 
around the globe. Long term however it is all about fundamentals, and since Adam Smith wrote the 
Wealth of Nations in 1776 (a lot happened that year!), the global economy has been driven by 
entrepreneurialism, capital, education and the invisible hand (the pursuit of individual self-actualization 
resulting in collective societal good). In a word: Capitalism. And to paraphrase Winston Churchill, 
[Capitalism] is the worst form of economic organization -except for all the rest.

So true!

Be safe, be well!
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