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Is your portfolio prepared for inflation?  Few are.  Few wealth managers / 
financial advisers know that it's ahead... fewer understand that RISING 
INFLATION IS ALREADY HERE! 
 
This is January 2021's Booms & Busts Report.  We send these, 2-monthly, to 
subscribers.  Free.  If you think someone else would like to read what you read, 
forward this and suggest to subscribe for future Reports at our site.  
Click this link.  Never junk mailed. 
 
If you decide the Booms & Busts Report is not for you, just click 
Unsubscribe.  Really.  It's fine. 
 
In this edition of The Booms & Busts Report: 

• How did our clients' portfolios perform in 2020? 
• Inflation outlook (Gulp!) 
• So you believe your portfolio is prepared for inflation?  Yet, your 

portfolio is likely a standard 60/40. 
• Some people actually believe that investing in Energy is bad for the 

planet.  (I know.  Crazy, right?) 
• DotCom Bust #2, starting within months. Global economic recession. 

 
How did our clients' portfolios perform in 2020? 

Typical JD WM Client investment portfolio* performance 2020, net of fees Vs 
RPI and Cash 

https://jonathandaviswealthmanagement.com/MW5-7BV2B-9D5D05C74E0F9B0B569QBUDD09A31D2EEEE3C0/cr.aspx
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Typical JD WM Client investment portfolio* performance 5 years, net of fees  
Vs RPI and Cash 

 



Charts to the end of 2020.  (Chart produced 16 January 2021.  Data from 
Morningstar.) 

Capital is at risk in investing in stocks and shares' funds.  The value of your 
investments can fall or rise.  You could get back less than you invested. 

Past performance is not a reliable indicator of future results. 

Cash on deposit cannot fall in value, with an interest rate of at least 
0.0%.    Also, deposits at banking institutions are protected by the Financial 
Services Compensation Scheme.  Cash Deposit returns may not keep pace 
with inflation. 

*   A ' typical client investment portfolio ' of a Jonathan Davis Wealth 
Management client has a capital growth objective, accepts potentially high 
volatility, and has an investment risk profile classed as Speculative. 

 

27.5% net portfolio growth last year.  (Inflation was 1.0% last year.) 

64% net portfolio growth last 5 years (in excess of 10% pa, compound).  (Inflation 
was 13.4% over the last 5 years.) 

So, we turned a £1m portfolio - our current average-size of portfolio - (pensions, 
ISAs etc) into £1.64m over 5 years.  This is not 'potentially'.  It happened. 

I have informed clients that, given what we are experiencing in financial markets, it 
would not surprise me if our Typical Client portfolio was to grow 20%, in the first half 
of 2021. The first half. 

This forecast reflects the nature and risks of the investments included in the 
analysis. 

A forecast is not a reliable indicator of future performance. 

2020 saw our second 25%+ year of the last 5 years.  The other was 2016. 

We expect 2021 to make it 3 out of 6.  



This forecast reflects the nature and risks of the investments included in the 
analysis. 

A forecast is not a reliable indicator of future performance. 

 

I have space for three new clients at this time, just in case you were interested.  I 
invite you to peruse our site. 

 

Inflation outlook 

As you well know, inflation has been very low, over the last 5 years.  Indeed, the 
annual rate of inflation has trended down over the last 40+ years, nearly two 
generations. 

No one I know (outside of JD WM) is afraid of coming inflation. 

THAT should terrify you.  No one is afraid.  No one can imagine inflation taking off. 

I have news for you:  INFLATION IS ALREADY HERE.  And it will rise and rise and 
rise for years. 

The biggest input to the costs of living or of doing business is the movement in the 
Oil price. 

 

Crude oil, as you see, has trended down in price, from 2008 (when it reached its all 
time high price at around $150 per barrel) to last Spring. 



Interestingly, momentarily, the oil price went down to exactly the same price as of 
nearly two decades ago.  If oil is the biggest input to inflation/deflation, voila why 
inflation has fallen for many, many years. 

Now, the price of oil is today $50-55 per barrel, having been $20 last Spring. 

Up 150% in eight months.  THIS is why I can say to you inflation is here.  Now.  Last 
month, US inflation was 1.2%.  This month 1.4%.  Watch, in not too long, it rise 
above 2%.  

Then 4%. 

Then 6%. 

It would not at all surprise me if inflation was at 1970s levels by the end of this 
decade. 

In this first half of 2021 analysts expect there to be a significant UNDER 
SUPPLY of oil, globally. 

It is our expectation that the price of oil will hit $75 this year and will rise to 
over $100 by 2022 or early 2023. Look back at Booms & Busts Reports of recent 
years.  I have several times repeated that expectation.  Sure, we had a sudden short 
term bout of deflation early last year, reversing the building uptrend.  It has 
happened  and, only weeks later, it was over.  Within weeks the price will be above 
the higher, falling downtrend line (above $55-$60).  It is already above the important 
200 week moving average line (in red).  It has been previously, of course.  But then 
was a downtrend.  It is now an uptrend. 

$75 oil will see nearly 300% onto the price of oil in around 18 months.  If that isn't 
inflationary, I don't know what is. 

As I say, I have been writing about coming inflation for quite a while.  All good things 
come to those who have patience and wait.  Warren Buffett says that the stock 
market is designed to take money from the impatient and hand it to the patient. 

Indeed, we have been investing for inflation for quite a while.  Hence, the portfolio, 
last year, acted like a beach ball being held down in a swimming pool, then released. 



Long term inflation has been coming.  It is now here.  And it will be here for many 
years. 

Equally-weighted commodities 

 

The above index shows the top 18 commodities index - eg oil, gas, gold, platinum, 
iron ore, copper, wheat and beef - and gives them an equal weighting.  In so doing, 
we can understand what is truly happening across the commodities sectors (not just 
oil, which is some 40%, by value, of all commodities). 

For the first half of the last decade commodities collapsed in price.  This fed into 
deflation for us and our businesses / institutions.  For me, this was the final few years 
of four decades of falling inflation, globally. 

For much of the 2nd half of the decade, commodity prices went nowhere.  For me, 
this was the world transitioning from deflation to inflation.  Such an enormous change 
(from a 40 year trend) does not happen overnight. 

Early last year we had the markets' crash and a sudden bout of huge deflation. 

Since April 2020, commodities have been soaring in price - right across the 
commodities' sphere, not at all just oil. 

It is inflation. It is higher prices this year and future years of so many goods and 
services - as everything needs oil as an input - whether you are an environmentalist 
of not.  YOU use oil in plastics, cellophane, heating / lighting your home, travelling, 
making clothes, eating, educating, healthcare, phoning, emailing etc etc.  It is 
laughable so many folk - apparently educated (in what?) and becoming ever less 



knowledgeable - continue to buy the nonsense that oil is bad for us.  It is the sole 
reason we have our way of life! 

Without it the world would not have developed remotely as much as it did.  

Without oil our way of life changes dramatically, for the worse, by a great deal. 

The solar, wind, renewables energy crowd are laughing at everyone else.  There is 
no way (on Earth...) that these will produce anywhere remotely near our energy 
needs, for decades.  Not even possible.  But what they do is massively raise our 
costs of energy and taxes (the vast subsidies going to ultra rich land owners 
etc).  Inflation. 

Germany which, politically, is the 'greenest' country in Europe, has about the highest 
costs of energy AND it imports vast amounts of Gas from Russia, which the 
Germans themselves say is destroying the planet...!  Green is one of the biggest 
political and economic frauds in history. 

Whether or not you have been brainwashed into disliking oil (and gas) they are here 
for many decades to come.  TINA - There Is No Alternative.  And where do Greens 
believe the electricity is going to come from for their ridiculously expensive Electric 
Vehicles (EV)?  Gas and oil!  That's where. 

Don't get me started on the enormous power generation required to BUILD an EV, 
and DISMANTLE an EV.  What ARE we going to do with millions and millions and 
millions of used batteries in 5 years' time?  10 years?  20 years?  50 years?  Mount 
Everest will have nothing on those piles. 

Or have the Greens even considered the cobalt mining needed for the batteries?  Of 
course not.  Greens really ought to read quality work, not the false agenda they read 
in The Guardian or watch on the BBC.  (I don't read any newspaper or watch the 
BBC - well apart from movies, train journeys of Michael Portillo - of places I can no 
longer travel to (!) - or repeats of Fawlty Towers.  Ah, of course, they no longer show 
those...) 

It is silly and hugely financially hurtful to THEMSELVES that some people don't want 
to invest in Energy companies that 

a)  Are stupid cheap to invest in 



b)  Have years of phenomenal growth to come - 300% to 500% as we see it, over 
the next few years 

c)  The same people use the products EVERY SINGLE DAY. 

When the inflation is evident, and their portfolios are not rising much or at all, I 
wonder if Greens will suddenly get it and invest properly.  And 'the planet' becomes 
not so important after all.  Of course, it will be AFTER the growth has 
happened.  Most folk Buy High and Sell Low, because they read the wrong stuff. 

Do environmentalists seriously believe the woke billionaires are NOT investing in 
this stuff?  They are laughing at the armies of Greenies helping them to grow ever 
richer, while they pretend, publicly, to be Green.  150 Learjets arrived in Switzerland 
early last year, followed by connections in hundreds of helicopters, to discuss... 
environmental issues.  So funny. 

What is your financial adviser doing about Energy companies?  Why so little (if 
anything)? 

 

So you believe YOUR portfolio is prepared for inflation?  And yet, it is likely a 
60/40 portfolio. 

What is a 60/40 portfolio? 

Before I answer, take a quick look at this 2 minute video. 

What George Gammon (US entrepreneur and investment educator) is talking about 
is the portfolio that 98% of investors have, be they private clients, trusts, pensions 
et al.  Did you notice, on his whiteboard, interest rates had soared for the 15-20 
years up to his point of reference, 1981?  If you didn't, I suggest you look again.  IT 
COULD BE EXTREMELY IMPORTANT TO YOUR LONG TERM FINANCIAL 
SECURITY to understand this and its meaning. 

60% of the pot is equities. 

40% of the pot is bonds (loans to Government and/or to companies). 

https://jonathandaviswealthmanagement.com/MW5-7BV2B-569QBU-4ES6KS-1/c.aspx


In common parlance, we are talking of 'Mixed' fund portfolios, 'Balanced' funds, 
'Moderate' risk funds and other such bland names, which are designed to pretend 
all investing challenges are covered... (If such a thing were possible we'd all be 
billionaires.) 

Probably, YOU have exactly this style of investment pot. 

There is no question that, for the last some 2 generations, these have proved 
useful to clients and advisers/managers alike. 

How could they not? 

Over the last 40 years, the US Dow Jones index has gone up from around 1000 to 
around 30,000.  That's roughly an average of 9% pa compound.  That's the 60% 
equity side of things.  Equities have done very well for very long term investors. 

On the bonds side, as interest rates - AS YOU KNOW FULL WELL - have fallen 
from some 20% pa (in the late 70s / early 80s) to practically 0% pa nowadays, bond 
prices have risen dramatically... by, approximately, 9% pa.  Astonishing co-
incidence.  Perhaps. 

Bonds, too - the 40% - have done very well for very long term investors. 

For 40 years, as suggested by George, returns have been formidable.  As inflation 
fell, and fell, and fell... for decades... a 9% pa return (before fees...!) was enough for 
you to be happy and financially comfortable.  It also made wealth managers and 
financial advisers rich... 

9% pa gross is what investors OUGHT to have achieved, for the last four decades. 

[Of course, they did not.  Why not?  Well, they (all too often) missed out because of 
Fear and Greed.  They often bought high and sold low.] 

Irrespective of what returns should have been, for the next 10 or perhaps 20 
years, Mixed / Balanced / 60:40 Portfolio returns will not be good. 



 

 

First, the 60% or so that is equities:  
     
You recall I said the Dow Jones started the last 40 
year period at an index level of 1000.  On 1 
January 1982 the Dow Jones Index stood at 
1000. 
 
Guess where the index was in the mid 1960s, 
some 15 or so years before. 

On 1 January 1966, the Dow Jones Index stood at... 1000. 

So, for around 15 years - mid 60s to early 80s - stocks did literally NOTHING.  

On top, what do you remember most of the 1970s.  

When I think of the 1970s, I think of huge inflation in the costs of living and doing 
business. 

Prices of goods and services soared 175% from 1966 to 1981. 

Share prices lost 2/3rds of their purchasing power between 1966 and 1981. 

SHARE PRICES LOST 2/3RDS OF THEIR PURCHASING POWER BETWEEN 
1966 AND 1981! 

How many were not investing in shares, in 1981, as the 40 year bull market was 
taking off, due to their entrenched Fear?  ... Another reason why most folk did NOT 
achieve 9% pa gross returns over the next 40 years. 

How many are, today, in the stock markets with entrenched Greed?  'You can't lose 
in the stock market' we hear all the time. 

YOU are thinking exactly like that, right now.  (Just call me by my other name - Uri 
Geller.) 

Now, the other part of Mixed / Balanced / 60:40 portfolios. 



 

 

In the 60:40 portfolio around 40% is invested in 
Bonds - lending to governments and/or 
companies. 

As interest rates fall, Bond prices rise. 

What has happened to interest rates, over the last 
40+ years?  They've gone down, of course. 

What will happen to interest rates, the next 5, 10, 
20 years? 

I have an idea of that but it is not for me to speculate.  It is not how we invest. 

So what do we know?  What will interest rates NOT do over the next 5, 10, 20 years? 

THEY WILL NOT GO DOWN!  They are already at extremely low levels. 

Lending to the UK Govt, for example, for 10 years, by buying Gilts, via pension funds, 
bond funds etc returns investors / lenders all of 0.3% pa interest (before fees!).  At 
the end of 10 years the loan is repaid. 

In effect, there is practically a zero return on Government Bonds for the next 10 
years of bonds. 

In effect, there is a zero return on Government Bonds for the next 10 years of 
bonds. 

So, how can Government Bonds make ANY money over the next 10 years? 

 

What percentage of YOUR portfolio is Government Bonds?  I suggest strongly 
that you find out now.  Not next year or in 5 years.  Now. 

 

Some of the bonds, in a Mixed Fund, will be Corporate Bonds i.e. lending to large 
corporates.  Assuming the business stays intact for the 10 years then the return will 
be whatever the companies agree to pay for the loans.  A 5 to 6% pa interest rate 
(before fees!) is about right in today's market.  Around 3 to 4% pa net, after fees.  Not 
bad, with 1% pa inflation, currently.  At the end of 10 years, the loan is repaid.  



(What if inflation rises to 4% pa?  I believe it will, sooner than you can imagine.) 

What if we have inflation this decade, as I have presented?  The loan repayment will 
be in DEVALUED MONEY.  The lender's / investor's purchasing power will have 
diminished.  I call that losing money, even if the same amount invested is returned! 

So, if we do not have inflation, bonds will produce minimal returns for some 40% of 
a portfolio. 

If we DO have inflation, over the next 10 years - it's baked in as I see it - equities 
may produce reduced purchasing power AND bonds will produce reduced 
purchasing power! 

How on Earth will a 60/40 portfolio make ANY money over the next 
decade???!!! 

60/40 portfolios have worked very well for decades.  Their time is over. 

Check YOUR portfolio.  Statistically, YOU have a 60/40 portfolio.  (It will be 
slightly different.  Perhaps 70/30.  Perhaps 50/50...) 

You know how to contact me. 

 

 

DotCom Bust #2, starting within months.  Global economic recession. 

Ridiculous? 

Look at this chart from The US Federal Reserve Economics Department (FRED) 

 



It shows each Recession, over the last 40+ years.  Clearly, when that indicator rises, 
sustainably, it unleashes Recessionary forces.  It's rising sustainably.  Longer term 
interest rates are rising because markets' participants expect inflation.  Longer term 
rates are rising faster than shorter term rates.  Over decades, this has correlated to 
Recessions. 

The last time was 2008.  Stock market collapse. 

Before that, 2002 - DotCom Bust.  Stock market collapse. 

We are materially invested in major stocks.  We will take action as needed.  

Will you?  What is your portfolio manager / adviser saying to you?  Other than 
'nothing'.  

Have they ever even heard of 10 year Constant Maturity less 2 year Constant 
Maturity?  

The last 'proper' economic recession was the DotCom Bust of 2000-2002.  2008 was 
a financial markets' recession, and by slashing interest rates to 0% and bailing out 
banks and property investors they cut short the Depression. 

It seems to me the risk of DotCom Bust #2 is high.  Not necessarily immediately 
imminent but high enough risk to note and keep watching for.  If it comes, likely, it 
would bring a full on 2-4 year economic Recession. 

Incidentally, for those who say 'the' Recession happened in 2020, remember this: 

There was a sizeable shock in the system in late 1998.  Less than 18 months later 
the NASDAQ Tech Index peaked, and that was the start of the DotCom Bust. 

March 2020 was a short term bust.  It is now 9 months after that event.  Also, it is a 
full 12 years after the stock market trough of the 2007 to 2009 crash. 

As I say, no one can imagine a Stock Market Crash nor, indeed, a Recession. 
We advise clients all over the UK and, indeed, on 3 continents. 
  
Our most important and most often repeated philosophy is: 
“We advise you based on what we would do, were we in your shoes, given 
what we know." 



  
Call me personally to see how we can help. 
  
Please note, carefully, the following important message: 
I think most folk do not realise, in big picture, the excellent opportunities as well as 
the risks in investment markets. 
They will.  But will they have benefited or lost out? 
  
  
If you have any queries over any of the issues raised do not hesitate to call me or 
email by clicking here. 
  
Follow me @j0nathandavis where I frequently comment on markets and economics 
and where you will see day-to-day thinking, and sometimes big picture. 
  
With kind regards   
     
Jonathan Davis BA MBA FCII FPFS EFP 
Wealth and Later Life Finance Adviser 
Chartered, Financial Adviser and Economist 
@j0nathandavis 

 

 

 

Share this: 
 

 

 

 
 

 
 

 
   

  

mailto:jdavis@jonathandaviswm.com?subject=Enquiry%20from%20January%202021%20Booms%20and%20Busts%20Report
https://jonathandaviswealthmanagement.com/MW5-7BV2B-569QBU-4ES042-1/c.aspx
https://jonathandaviswealthmanagement.com/MW5-7BV2B-569QBU-4ES043-1/c.aspx
https://jonathandaviswealthmanagement.com/MW5-7BV2B-569QBU-4ES044-1/c.aspx


  

 

Unsubscribe from these Updates 

 

 

https://jonathandaviswealthmanagement.com/MW5-7BV2B-9D5D05C74E0F9B0B569QBUDD09A31D2EEEE3C0/uns.aspx
https://jonathandaviswealthmanagement.com/MW5-7BV2B-569QBU-4ES045-1/c.aspx

