
 
 

 

 
 

If we leave out from the inflation indices the prices of goods and services 
that are going up, inflation is actually low... 

Is your portfolio fully prepared for and benefitting from long term, sustained 
rising inflation?   
 
Few wealth managers / financial advisers are moving assets / advising 
investors to make the best out of this era of rising inflation.   
Nor moving away from assets that, historically, perform badly in prolonged 
periods of rising inflation, namely, Bonds.  
 
This is July 2021's Booms & Busts Report.  I send these free to subscribers, every 
two months.  Forward to friends, family, clients and suggest to them to subscribe 
for future Reports at our site. Click this link.  They will never be junk-mailed, nor 
their details sold. 
 
If you decide the Booms & Busts Report is not for you, just click Unsubscribe at 
the foot.   
 
 
In this edition of The Booms & Busts Report: 

 

• China 

• Energy 

• Central Bank activity / NASDAQ 100 

• CBDC 

https://jonathandaviswealthmanagement.com/MW5-7GJ2X-37W5HG-4I7Q8K-1/c.aspx


• 19 July 2021 - English Freedom Day 

• Clients' investment performance 
 
 
 
China 
 
If you are invested in Global Equities, likely you have an exposure to China.   
 
Certainly, if you are in Emerging Markets, you are invested in China.  China often 
accounts for 25-50% of EM investing. 
 
Indeed, Global Equities depend on China, even if not directly invested in China or EMs. 
 
 
Now, logically, would you be more confident of a good outcome by investing in a country 
with lower or higher debts? 
 
For me, the answer, other things being equal, is lower. 
 
As at the end of 2020, China's total debts (State, Corporate and Consumer) had arrived 
at 290% of GDP. 
The US was at a similar 296%. 
 
However, the rate of increase is notable. 
In 2007, China's was 143% and that of the US 229%.  Chinese debt continues 
to rocket at an alarming rate. 
 
This is putting downward pressure on the currency which, so far, has not been 
problematic.  A major fall in the Renminbi will be inflationary for China when they 
already have rising inflation.  And no economy does well with high and rising 
inflation. 
 
To help, they (Xi Jinping and the Communists, in other words) decided to bring 
Hong Kong into the fold.  (As you do.) 
 
They will, in due course, re-peg the Hong Kong Dollar to the Renminbi, to shore 
it up. 
 
The direct result of such an act would be to force the liquidation of some a half 
trillion of US dollar assets and the purchase of the same value of Renmimbi 
(RMB) assets. 
 
Such an act would likely be resisted by the US and the international community. 
An attempt to stop this major portfolio realignment by the international 
community would probably trigger a tit for tat action by China.  
 
 
It is unlikely the Communists will allow foreign investors to sell their Chinese 
assets and repatriate the proceeds.  
 



Shall I repeat that? 
 
 
Then consider ESG - the current flavour d'annee of global investors and pension 
funds.  Environmental, Social and Governance aka Climate Change, Climate 
Change and Climate Change. 
 
If global investors must have a 'stamp of authority' that they've passed the ESG 
rules, are they seriously going to be able to pass them by investing in 
China?  Of course not. 
 
So, if pension funds can't invest in China, doesn't that mean they will have to 
move to other investment destinations?  Doesn't that mean Chinese asset prices 
to be held or even fall? 
 
 
No doubt the Communists will do whatever it takes to keep the value of their 
currency.  It seems to me they will not be able to achieve it.  The RMB will fall, 
long term.  This, and ESG, will have a downward push on asset prices long 
term. 
 
China is not the one-way bet it has been. 
 
What proportion of your portfolio is directly or indirectly invested in China? 
 
 
 
 
 
 
Energy 
 
Around 15 months ago, the price of a barrel of oil (US - West Texas 
Intermediate) was under $20 a barrel.  I said it would soar. 
 
By earlier this month it had rocketed to some $77.  That, of course, is a some 
300% rise.  In 15 months.  (All the while the ESG spin merchants were telling us 
oil and gas are dead, for ever.  NB.  Not remotely possible, for decades.) 
 
Oil, incidentally, is thee biggest single input to the inflation indices.  Hence, 
(largely) inflation has been rising strongly since early 2020. 
 
 
What is notable is, in 2018, oil had leapt, over 18 months, from around $35 to 
around... $77 - where we were 2 weeks ago. 
 
 
 
 



US Oil price 

 

I told clients that, as it approached the 2018, multi year, high price, we were likely 
to see a pause in the rocketship of oil. 

Sure enough, two weeks later, as I type, oil is under $70 and could well fall further 
to the low $60s or even the low $50s.  No financial asset moves in a straight line 
and, after 300%, a correction - indeed a sizeable correction - in a multi year bull 
market - is entirely normal. 

Wherever it troughs, over the next weeks or few months, my expectation remains 
that we will see $100+ oil by 2023, or sooner. 

Indeed, the strength and dynamics of the oil market is such that I am confident to 
expect $150+ (the All Time High, in 2008, was $147), perhaps even close to $200 
a barrel, within a few years. 

The demand continues to rise but supply does not.  Something has to give and it 
will be the price, which will continue to be in a bull market for a few years yet. 

That's all fine and well.  We do not invest in oil.  We invest in Oil (and Gas) 
companies eg Shell, BP, Chevron, Total etc, namely, global oil companies. 

Now, getting back to ESG, pension funds and other large investors are, currently, 
largely embargoed from investing in Oil and Gas companies. 

How ridiculous.  Short-sighted.  Counter-productive.  Irrelevant to Climate 
Change.   



These companies' share prices have risen well since the crash of early 2020.  Not 
as well as other commodity companies.  But they have been held back by 
politically-correct fund managers - or more to the point by their boards or 
unprofessional but politically-connected trustees. 

In the meanwhile, above around $55 a barrel, 'Big Oil' is making money hand over 
fist.  Oil companies are making vast profits at current levels and dividends are 
strong.  A sizeable correction in the oil price should have zero effect on dividend 
growth. 

In the US, they are on track to make record free cash flows in 2021: 

US Oil companies Positive Cash Flows 

 

Dividends and share prices ought to soar as the oil price reasserts its bull market. 

Well, when (not if, as I see it) we see oil go through $80 a barrel (perhaps as soon 
as this year) and above $100, and the share prices soar, the fund managers who 
sold in 2019 and 2020 (and won gold stars for achievement...) will scramble to buy 
back in... AT MUCH, MUCH HIGHER SHARE PRICES. 

Energy stocks are looking superb for the next few years. 

And if you want to know about where inflation is headed, look at the oil price.   

(Clue: up, medium term.) 

 



Pumping Iron 

"Everybody's doing a brand new dance, now, come on, baby, do the 
Locomotion." 

The Americans are doing it. 

The Chinese are doing it. 

The Japanese are doing it. 

The Europeans are doing it 

The Brits are doing it. 

Money printing. 

Quantitative Easing: US, EU, China, Japan 

 

It may interest you to know that Prof Dr Richard Werner invented the term 
Quantitative Easing (QE) some 35 years ago, when he was in Japan. 
 
 
The chart shows the four most important central banks' money printing, since 2007. 
 



The Bank of England has 'printed' some $1.05 Trns so far and is doing more 
monthly.  This is around 50% the size of the UK economy. 
 
The US Federal Reserve is at $8 Trns, around 38% of the US economy. 
 
The ECB is at $9.5 Trns, around a massive 63%. 
 
The Bank of China is at $6.1 Trns, 41%. 
 
The Bank of Japan: $6.6 Trns, a whopping 130%! 
 
So, just these five central banks, have created - out of thin air -  
over $30,000 Billions, or $30 Trns ... 
 
I remind you: 
 
A Billion seconds is 32 years. 
 
A Trillion seconds is... 32,000 years. 
 
THAT is the sheer scale of what I'm talking about. 
 
Note: 
 
1.  The UK has printed more, relatively, than the US.  Not pretty. 
 
2. The US, alone, is printing nearly $1.5 Trns PER ANNUM. 
 
And where is all this money going to? 
 
Largely, into financial markets.  Stock prices, in other words. 
And to the largest companies at that. 
 
Or do you actually believe Amazon market capitalisation really is worth the size of 
the UK economy...? 
 
Amazon is Big Tech.  Similar are Microsoft, Apple, Paypal, Zoom etc. 
 



These are the biggest, by value, companies in the NASDAQ index.  The NASDAQ 
100 is the top 100 companies in the NASDAQ. 
 
The NASDAQ is the strongest stock market index in the world.  And the NASDAQ 
100 is the strongest in that. 
 
With $120 Bns per month being printed, stop listening to those who say the stock 
market is ... just about to crash, as they have said for years. 
 
Oh, and when there is an inevitable slowdown in the global economy (it may already 
have started, for a few months), the FED et al will ramp up the printing.  By 2024, 
when the US goes back to the national polls, I expect US QE to be $2 or $3 or $5 
Trns per annum. 
 
Responsible?  Of course not. 
Helping equality?  Of course not. 
 
But when were politicians either of those? 
 
What's that?  The central banks are independent of politicians?  OK.  See London 
Bridge?  I have the deeds to it and I can sell it to you at a very fair price... 
 
 
Now, for how long can central banks just print with abandon?  Technically, for ever, 
until the people vote out those who make it happen.  (Or there's tanks on the 
streets...) 
 
Indeed, one of the many arguments for long term rising inflation is that money, 
simply, is being debased.  So, stuff needs more money to buy it. 
 
Whichever currency it is, whichever economy, there is more currency and more 
inflation (in different degrees). 
 
Arguably, the least worst value currency is the US Dollar.  Everyone is printing but, 
of the major currencies and economies, the FED has printed the least.  Also, of 
course, the US Dollar is and, as I see it, will be the Global Reserve Currency (main 
trading currency) for years to come.  There just isn't another that has the reach or 
the breadth as the US Dollar, to compete. 



 
The Swiss Franc is an extremely strong currency but it is a tiny, relatively, economy. 
 
So, what's going to happen when there is so much currency swilling around that 
prices are so high? 
 
Well, the authorities will not want to go to Third World levels of inflation.  As I have 
written, previously, I can certainly see 1970s levels of Western inflation, by the end 
of this decade (adjusted by the new ways of calculating inflation - fraudulently).  But 
much more than that level and something else will have to happen. 
 
I doubt very much they'll raise interest rates much, if at all, like they did in the late 
70s, to end the Super Inflation.  The amount of debt with higher rates would 
annihilate the system. 
 
Instead they will effect Yield Curve Control.  In other words, they will pull levers etc 
to artificially keep interest rates low. 
 
 
They are putting out noises of Central Bank Digital Currencies (CBDCs).  This is 
increasingly looking like what they will do, in the not too distant future.  They will end 
money as we have known it for 10,000 years.  This decade. 
 
DCs are Bitcoin, Ethereum - crypto currencies in other words. 
 
But it won't be any of those. 
 
Those who push these forget (or deliberately don't...) one thing.  Authorities hate 
competition.  They will never allow a currency other than their own.  So, it will be the 
US$ at the lead, then a crypto that is run by the authorities and which helps achieve 
their objectives. 
 
The likeliest candidate appears to be Stablecoin.  Never heard of it?  You just have 
and you will hear more. 
 
Also, a CBDC will allow the central banks to, in effect, take over from commercial 
banking.  (Did anyone mention Communism?) 
 



So, they can play around with interest rates irrespective of what's happening in the 
economy.  For example, keep rates low... for ever? 
 
Or, with a push of a button, take interest rates to -10%, if they feel like taxing you. 
 
Also, with CBDC they will know exactly whatever you buy and where you go.   
 
 
So, if you're in cryptos, you might allocate some, for the long haul, into Stablecoin.  I 
wouldn't though be investing in commercial banks for the long haul. 
 
 
 
 
English Freedom Day (19 July 2021) 
In the November 2020 Booms & Busts Report I posed some questions and serious 
inconsistencies in what we were being told (and still are) about the 2020 coronavirus. 
 
Apparently, we, in England, are now 'free' again. 
 
I write this because a friend recently asked me why a million folk, every month, has 
been marching in Central London* against Lockdowns, compulsory testing, 
restrictions on travelling, and, of course, compulsory injections, and yet, he asked, 
when it's all over? 
 
Hmmm... 
 
*   I find it disturbing that a million people a month have been marching and it's not 
in the news.  A million people.  Maybe that's just me. 
 
The Coronavirus Act 2020 has not been repealed.  ALL the clauses remain in place. 
 
Travel restrictions remain in place. 
 
Testing is still compulsory. 
 
Injections are to be compulsory in sector after sector, country after country. 
 



And we will be Locked Down again in the Autumn when the colder, wetter 'flu season 
returns.  In effect we are now in permanent Lockdown, however it is marketed. 
 
We remain in Emergency, however it is marketed. 
 
All because some 10,000 people died of a virus in 2020, with an average age of 
82.  (Source: ONS, not the politicians.)   The number of deaths in 2020, or the first 
half of 2021, has been entirely normal, statistically.  I note they only ever quote the 
last five years' totals.  The population has risen, materially, since 2015... 
 
It is simply a fallacy that 100,000 people died last year from it.   
I know 90% of readers will be aghast at that and I will get many now unsubscribing.  I 
am not sorry.  Facts are facts. 
 
Were you even aware that, for example, those who have died from cancer or a road 
traffic accident, who have had a positive test, days or a few weeks before, were and 
are registered as a Covid death?  If you didn't there is a lot of information out there 
that is not allowed in the media that may interest and surprise you. 
 
By the way, the average age of Covid death is higher than the average general 
mortality age in the UK. 
 
10,000 - 40,000 people die a year from 'flu. 
In 2020, it was 100. 
Yes, the 'flu has been rebranded.   
 
The question to all this is Why? 
 
 
 
 
 
 
 
 
 
 
 



Clients' investment performance (to end of half year 30 June 2021) 

 

JDWM Typical Client* portfolio performance 

  

Since 1 January 2016, the TC is up 82.79% net (Vs RPI of 16.65%).   
(A £1m portfolio at the start of 2016 is now £1,827,900.) 
  

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

We have been and we remain positioned to take maximum advantage of the 
inflationary conditions that I have presented, that ought to remain for at least a few 
years. 
    

I have space for two new clients at this time. 
  

 

 



  

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. 
  

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 on Twitter @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 
SOLLA Accredited Adviser 
@j0nathandavis  
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