
 
 

 

 
 

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, rising 
inflation?   
 
Few wealth managers / financial advisers are moving assets / advising 
investors to make the best out of this ERA of rising inflation.   
They are not moving assets away from those that, historically, have 
performed badly in prolonged periods of rising inflation, namely, Bonds.  
 
This is September 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.  No subscriber 
will 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: 
 

• Me, recently, in the Media �📺📺 
• 60/40s 🤢🤢 
• Energy prices and companies ⛽💡💡  📊📊 
• Shortages 🧻🧻⛽, drivers wanted etc 🚍🚍 
• Clients' investment performance 📈📈 

https://jonathandaviswealthmanagement.com/MW5-7K0OK-37W5HG-4KRYWM-1/c.aspx


 
These are recent appearances.  Click on the images. 

 

 

 

 

 

Palisades was recorded on 26 August and explores my thinking, in some depth, and 
our actual investments, as at that date. ���� 
 

https://jonathandaviswealthmanagement.com/MW5-7K0OK-37W5HG-4KSPXQ-1/c.aspx
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GB News, with Liam Halligan and other guests, was just last week.  The piece was 
primarily about State finances ������������ and we also discussed Inflation (a topic I have 
little doubt readers are increasingly more worried about). 
 
Readers will know I have written of coming inflation for quite some time.  It's here 
now.  In spades.  Again, I suggest, strongly, that you review your portfolio - which is 
likely a 60/40 style (perhaps 70/30 or similar) - split between Equities and Bonds. 
 
I have written often that Bonds normally lose value during rising inflation... which 
leaves just the 60 or 70% to make you money to grow your portfolio, above inflation. 
 
Given portfolio management and advice costs can easily be 2 or 3% per annum 
(read the small print!) your portfolio needs 7 or 8% pa growth just for purchasing 
power to stand still, when there is 5% inflation.  A tall order if coming from 60 or 70% 
of the portfolio AND where 30 or 40% of the portfolio is falling! 
 
So, then, ask yourself why your wealth manager / adviser has you in such a 
portfolio.  Is it good for you or for him/her? 
 
This is not at all the first time I have raised these issues in these Reports. 
 
 
 
 
I remind you that the biggest input to the Inflation index is the Oil price. 
(Money creation by commercial banks is, in fact, the primary driver of inflation.) 
 
West Texas Crude 

 



It seems to me, as I said in the Palisades interview, that the oil price likely hit a 
generational low in Q2 2020. 
 
From a generational low, we should expect years, perhaps decades, of a rising oil 
price. 
 
It's already, after just 18 months, back up to the 2018 peak.  Probably by the end of 
the year it will be above $90 a barrel. 
 
I have said, for a while, we should expect $100 oil by 2023.  It would appear I have 
been too cautious.  It may be there by the first half of 2022. 
 
Within a few years, I fully expect the oil price will rise above the 2008 All Time High 
of just under $150 a barrel.  (It 'only' requires a doubling in the oil price.  That, 
actually, should be a piece of cake.) 
 
(Inflationary.) 
 
NB.  US oil companies are making positive cash flows above some $55 a barrel, on 
average. 
 
 
 
Natural Gas 

 

Natural Gas has been in a 13 year bear market. 
 
It seems to me that the bear market is finally over.  We are now in a multi year bull 
market.  Soon, the market price will be above the 2010 and 2014 peak.  Given supply 



/ demand issues (as we also see in Oil) it would not surprise me if Natural Gas prices 
rise above the 2008 high, over the next few years. 
 
This is already being felt in home and commercial property energy costs. 
 
Natural Gas prices in Europe have surged more than 400% higher than the 2010-
2020 average. 
 
More than 400% higher than the last decade... 
 
The European NG price is now at $32 per million Btu - equivalent to $180 oil.  (Oil 
is, currently, ~$75...).  And it's still weeks until Winter... 
 
 
We have seen small energy suppliers go bust as they sold fixed term contracts to 
supply at £X.  Unfortunately, they are now buying at MUCH higher prices and they 
cannot bring in higher prices to the loss-leader contract customers, quickly enough. 
 
It is likely the inflation in Oil and Gas is sustainable for many years. 
 
Why is that? 
 
Because politicians and the global elite decided not to invest in supply, for nearly the 
last decade.  ESG, the City equivalent of Climate Change activism, has blinded the 
powers-that-be to reality. 
 
For example, on the ground: 
 
Oil Price Vs US Oil Rig Count  
 
Sep 2014 
$75               1,580 
 
Sep 2018: 
$75                 865 
 
Sep 2021:  
$75                 421  



 
Far fewer rigs producing oil.  Eventually, something has to give.  It is the price and it 
is soaring.  And will do, for years, as I see it. 
 
ESG has purged capital investment from the Oil and Gas industries. 
 
The ability of the World to react to an energy crisis has been dramatically reduced.  
 
So, while the elite fly around in corporate and private jets and helicopters, travel in 
ocean going yachts using vast amounts of fuel, and drive 5 and 6 litre cars, and don't 
care the costs, the 95% of us will pay MUCH MUCH higher energy costs, just to heat 
and light our homes.  For the long term. 
 
 
Wind turbines and Solar panels of course make electricity.  However, electricity is 
less than 20% of World energy consumption - and that is an optimistic estimation 
given  
a) you can't store electricity and  
b) the sun goes down (most nights....) and wind doesn't blow often when you need 
it. 

 

Wind & solar won't even be able to dominate electricity, much less the overall energy 
mix.   



This ignorance (or something more sinister) is pushing the world towards an 
INEVITABLE energy crisis. 

World fossil fuel demand will still grow for decades. 

 

See how United States electricity has been generated over the decades: 

 

The West, generally, is not dissimilar. 
 
So Coal has been decimated over the last 15 years.  (Coal prices are rocketing, as 
demand hugely outstrips supply.  "Nobody could possibly have seen that coming...") 
European electricity producers are snapping up Coal, this year, as a shortage of 
Natural Gas forces them to burn the 'dirtiest' of fossil fuels.  Coal prices are 
surging.  The 'Greenest' of European countries (Germany, for example) are using 
the most Coal.  It's laughable.  Politics. �� 
 
Nuclear - thee most environmentally friendly and safest form of energy - has not 
been allowed to grow for 20 years.  Again, thank the politicians, who care not a jot 
for the needs but instead for the votes. 
 
Renewables' production has soared, and is still a minor part of the electricity mix.  (Of 
course, renewables are anything but environmentally friendly.  Huge con.  Have you 
considered how much energy is required to make, transport and dismantle a wind 
turbine, for example?  The answer is: more than the thing will produce in its 
lifetime...!) 

https://jonathandaviswealthmanagement.com/MW5-7K0OK-37W5HG-4KSZ69-1/c.aspx
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So, Natural Gas has taken up the slack. 
Unfortunately, as I said, while NG was soaring in supply the politicians and the elite 
decided 'nobody' could invest in it.  Thus, finally, the dam has broken. 
While generation / supply was soaring, the price was plummeting.  Well, something 
had to give.  Either supply would collapse or the price would soar.  Either was 
inevitable and entirely visible. 
 
Unsurprisingly, the price is soaring.   
Expect the price to soar, sustainably.  And thank your politicians for making it 
happen. 
 
 
Even deflationary Germany:   
... where inflationary pressures keep rising.  German manufacturing input prices rose 
by 16.5% year on year, in August, the highest rise since the 1980s.  And that's 
after a 15% surge in July, 12.9% in June, 11.8% in May. 
 
The soaring input costs are mainly due to energy prices.  
Natural gas jumped an astonishing 177% in the year to August and Oil soared 63%. 
 
AND 

It's not just about heating and lighting and making stuff and travelling et al. 

BASF, the world's largest chemical company, announced this week that they will 
reduce ammonia production in Germany and Belgium, due to record high Natural 
Gas prices.  Ammonia is used mostly to produce fertilizers. 

So, this will impact food production... 
 
 
Inflation is NEVER economic, per se.  It is ALWAYS a political decision. 
 
Inflation.  The pandemic of the 2020s. 
 
(Politicians.  The charlatans of the last 100 years... with a tiny, few exceptions.) 
 



 
Incidentally, China and India are opening a new coal plant EVERY WEEK for 
years.  Western emissions, in recent years, have been as low as they've been for 
decades. 
 
Ask yourself why activists and the media and politicians are active about 'Climate 
Control' (which is impossible) in the West and not over there. 
 
The Paris Accord on 'Climate Change' to which China has not and will not 
subscribe: 
(AKA make energy far more expensive for people to eat, heat and light their homes, 
travel to work or travel for leisure - the rich will be ok, not to worry.) 

 

 
China is using fossil fuels more than ever, and will continue to do so for decades (as 
we ought to...!). 

 



 

 
Because China's energy demands are so high, and there is a GLOBAL energy 
crunch going on, Chinese industry has had to move to using even more Coal.  Thus, 
Coal prices have soared. 

 

 

Now, please note that China's industrial sector is larger than that of Europe and 
America COMBINED.   

More than half of China's provinces are now rationing electricity.  The provincial 
governors are demanding more Coal imports to resolve their (lack of) energy crisis. 
 



When China shuts up the factory, there isn't going to be much on the shelves at 
Christmas.  The sellers will be able to name their prices. 

So, China thermal costs soared.  They have somewhat swapped their fuel to Natural 
Gas.  This has created an enormous increase in Global demand.  However, an 
increase in supply was impossible.  Prices have reacted accordingly. 

The wars on Climate Change and on Income Inequality (Communism folks) led to 
structural disinvestments in energy production. 

 

China news 30 September 2021 (Bloomberg) 

 

 



Energy affordability has been widely taken for granted... until now.  
 
Perhaps the world is at an inflection point, and about to realise the true challenges 
of (elitist and Marxist) decarbonisation and of the roles that Oil and Gas will play for 
decades to come.  
 
The potential for Oil and Gas company share prices is massive. 

 

And yes, we invest, heavily, in Global Oil and Gas companies.   

Do you? 

In the Superinflation of the 1970s, how did different assets perform?  (United 
States). 

 

Remember, these are valuation movements AFTER (huge 1970s) inflation. 

Energy grew capital and purchasing power the most.   

Followed by Real Estate (from an extremely low - still post-War - base). 

Everything else reduced portfolio purchasing power.  Including the stock market, 
generally... 



The biggest losers were Corporate and Government Bonds. 

Still not thinking of reviewing your 60/40 or 70/30? 

And if you do review, will that be on your insistence, or pro active by your wealth 
manager?  (You'll wait a long time for it, if at all.) 

 

 

I thought I'd share some inconvenient truths about the climate change con. 

US figures. 

The Energy Information Administration (EIA) projects that, by 2050, the US will use 
6,700 TWh of electricity per annum. 

Of which 45% is expected to be from Solar i.e. 3,000 TWh/yr. 

So, the US needs a further 660 GW of solar capacity. 

Now, a solar farm produces around 8.3 W/square metre of terrain. 

So, it needs 31,000 square MILES of ground. 

There are approximately 1,500 weeks to go until 2050. 

That means the US has to put in place 21 square miles of solar panels every week, 
for the next 28 to 29 years. 

How likely is that? 

    

    

 
Market interest rates are rising.  Oil is rising.  Gas (heating and lighting) is 
rising.  The costs of food, clothing, 'stuff' and services are rising.   
 



Higher costs of living and of doing business are upon us.  They will be here for many, 
many years. 😥😥 
    
You'll probably hear people talk about inflation again.  Something folk haven't 
discussed over the dinner table for as long as I can remember.  I don't know about 
you but when I hear people complaining about the rising cost of this or that I wonder 
what they're invested in, to combat it.  (OK, just me then... 🤣🤣)   
     
How else do folk i.e. you combat it?  You can't (normally) get a salary rise, just like 
that.  You will have to buy less and/or lower quality stuff, eat out less and eat less 
extravagantly, fewer and/or lower quality holidays etc.  In other words, unless your 
portfolios are growing faster than inflation, your standard of living will 
fall.  This is no longer in doubt. 
     
Businesses, for sure, will pass on the higher costs.  Ultimately, they land on the laps 
of consumers.  Eventually, it will impact, negatively, the economy. 
    
Remember, inflation is the biggest tax of all.  Hence, the politicians (e.g. the 
Treasury, as in The Chancellor) and the bought and paid for media don't want to talk 
about it. 
    
     
You've also heard from the propagandist media that there is a shortage of stuff and 
food coming and it's because we have too few truck drivers because of BREXIT and 
/ or the Coronavirus.  Neither are even close.  China shutting factories due to lack of 
energy is one reason.  Could those other stated reasons be a little responsible?  Of 
course but the reasons for the lack of truck drivers are far more prosaic. 
    
They aren't being paid enough!  Their working conditions are awful!  And so on. 
    
A generation ago drivers were paid much more highly than today (relative to the 
costs of living).   
£200 per day pay was the norm 20 years ago.  Today it is less than £100 per day! 
     
The Poles and the Romanians - who were paid far less than Brit drivers - are now 
back home being paid more highly!  Nothing to do with Brexit. 
The previous Brit drivers are now doing jobs other than driving trucks - normal hours, 
get to see their families, and so on. 



    
It's the same story we've known for ever - pay people for the job and they'll do it.  Yet 
another effect of the inflation.  The drivers have to live too.  If they can't afford to 
drive to live, they of course won't. 
    
The employers are still in a disinflationary mindset although they are waking up.   
Eventually, they will pay up.  And the costs will be passed on to the end consumer. 
    
Sustained Inflation folks...   
 
 
 
 
 
 
Clients' investment performance (to end of Q3 30 September 2021) 

 

 

JDWM Typical Client* portfolio performance 

Since 1 January 2016, the TC is up 84.92% net (Vs RPI of 18.78%).   
(A £1m portfolio at the start of 2016 is now £1,849,200.) 
 
* A 'Typical Client investment portfolio' investment client of Jonathan Davis Wealth 
Management has a capital growth objective, accepts high volatility, and has an 
investment risk profile classed as Speculative.   



 
NB  Volatility does not mean down.  It means movement size... which can be down 
or up. 
 
 
We have been and we remain positioned to take maximum advantage of the 
inflationary conditions that I have presented, that we expect will remain for at least 
a few years. 
 
 
I expect Q4 to be the strongest investment performance quarter of 2021. 
 
I have space for two new clients at this time. 
 
 
 
 
We advise clients all over the UK and, indeed, on four 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? 
 
 
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. 
 
 
 
If you have any queries over any of the issues raised call me or email by clicking 
here. 
 

mailto:jdavis@jonathandaviswm.com?subject=Query%20from%20September%202021%20Booms%20%26%20Busts%20Report


With kind regards    
 
Jonathan Davis BA MBA FCII FPFS EFP  
Wealth and Later Life Finance Adviser 
Chartered, Financial Adviser and Economist 

 

 

 

 
 

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

