
 
 

 

 
 

 

Given they leave out from the inflation indices the prices of goods and 
services that are going up, official inflation is, currently, around 6% p.a. 

Imagine if they kept in what they leave out... 
 
Is your (Pension/ISA etc etc) investment portfolio fully prepared for - 
indeed, benefitting from - long term, rising inflation?   
  
Few wealth managers / financial advisers are rearranging portfolios to make 
the best out of this new ERA of rising inflation.   
 
Still, so high a proportion of portfolios remains in assets that, historically, 
have performed badly in prolonged periods of rising inflation, namely, 
Government Bonds i.e. UK Gilts, US Treasuries etc.  
  
This is the Booms & Busts Report (for January 2022).  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.  Subscribe here.  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.   
 
 

https://jonathandaviswealthmanagement.com/MW5-7PRR2-37W5HG-4OYP7Y-1/c.aspx


 
In this edition of The Booms & Busts Report: 

• Clients' investment performance 📈📈 
• Me, recently, in the Media �📺📺 
• Government Bond performance 📉📉 
• Covid 19 deaths 😕😕 
• Crude Oil 📈📈📈📈⛽ 

• Inflation 📈📈📈📈 

• Standards of Living to fall for the bottom 95% 😢😢  Don't just do 
something, sit there! 

• Debt to GDP 📉📉 
 
 
 
Clients' investment performance (to end of 2021) 

 

 

JDWM Typical Client* portfolio performance 



Since 1 January 2016, the TC is up ~91% net (Vs RPI of ~21.5%).  An annual 
compound return of 11.4% net Vs 3.7% pa inflation.   
(A £1m portfolio, at the start of 2016, became ~£1.91m at the beginning of this year.) 
 
* A 'Typical Client investment portfolio' 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 we expect will remain for at least a few years. 
 
 
I expect 2022 to be another strong investment performance year. 
 
We advise private clients, exclusively, nationally and internationally (ex-UK 
residents).  Some international folk, non-UK, subscribe to our Client Only Updates. 
 
I have space for two new clients at this time. 
Our current average portfolio size is around £1.1m, for full-service clients.   
 
I have unlimited space for subscribers to our Client Only Updates. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
Click on the images to watch the interviews.   
(See more at jonathandaviswm.com/media/) 
 
Me with Darren McCaffrey on GBNews re rising inflation. 

 

 

 

 

Me with Elijah K Johnson on Liberty&Finance re investing issues 
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Government Bonds 

 

I have written several times about the following: 
 

The bulk of investment portfolios are 60/40s or 70/30s or somesuch.  In other 
words, 60 or 70% or so, equities, and 30 or 40% or so, Bonds. 
 

Check your asset split.  I'd wager it is very similar.  And always has been. 
 

I will make you an offer.  Send me your portfolio valuation with what you are 
invested in and I will send you my impartial thoughts.  No charge. 
 

 

I have also shown how both Equities and Bonds have grown at remarkably similar 
rates, on average, for decades i.e. around 9% pa (if you held them for decades). 
 

I remind you that Government Bonds - just jargon for a loan, in this case, to 
governments (you know, the government debt...) - tend to rise in price as interest 
rates fall, and vice versa. 
 

The Big Daddy of Government Bonds is the US 10 year ie lending to the US 
Government over 10 years.  Each year, the US Government pays you a fixed 
interest, and then, at the end of 10 years, they pay you back the loan capital. 
 

US 10 Year interest rate (decades) 

 



Since the early 1980s (after the 1970s Superinflation and enormous interest rates) 
inflation and interest rates have trended down - both long term rates, like the 10 year, 
and overnight Base/Repo rates. 
 
As you see, rates stopped falling in 2012 and went nowhere, for 8 years. 
Then, a brief fall, in early 2020, and rapidly back up to the horizontal channel, in 
which the rates have lodged for practically a decade now. 
 
US 10 Year Rate (short term) 

 

Since the breakdown in interest rates, in early 2020 - at the time of the markets and 
economic crash, which happened at the same time as the first Lockdown (quelle 
coincidence...) - long term rates have just trended UP. 
 
From a low of 0.4% pa for lending your hard-earned / post-tax money to the State, 
to, now, 1.8% pa.  And, as I see it, still trending up. 
 
 
As I suggested: 
 
When Bond RATES fall, Bond PRICES tend to rise.  They did.  For 40+ years. 
 
When Bond RATES rise, Bond PRICES tend to fall. 
 
What proportion of your financial assets is Government Bonds?  I suggest, 
again, that you go and check. 
 
 
 



 
 
 
US 10 Year Bond price 

 

From the peak, just after the 2020 markets and economy crash, 10 year US 
Government Prices have fallen 10%. 
 
Not a disaster, of course.  However, in that time period (Summer 2020 to end 
January 2022) we have experienced an increase in the costs of living of around 
15%.  Not the official stats of course but the true experience, n'est-ce pas? 
 
So, if your portfolio has had, say, 25% in Government Bonds, over the last 18 or so 
months, a quarter of your pot has probably gone down 10%. 
 
That left just 75% of your financial assets to grow tremendously to keep your total 
pot rising ahead of inflation.   
 
Did your portfolio make 15% net at least over the last 18 months? 
 
Have you yet checked what proportion is in Government Bonds? 
 
Now, my thesis is that, AT BEST, rates will stay much lower than inflation for many, 
many years.  They are at 1.8%, for the 10 year.  They may fall but not much, 
obviously.  Thus, AT BEST, Government Bonds will make little or no money FOR 
YEARS. 
 
It is my thesis that, during the many years of Financial Repression, which have just 
started, The Powers That Be will do whatever they need to do to keep borrowing 



rates low.  Even with rising and rising inflation, rates will not rise...much.  This will, 
actually, fuel rising inflation! 
 
Do the maths on your nation's debt and the interest rate on that debt rising by 1%, 
2%, 5% and so on.  It will shock you how much our taxes are and will go on just 
servicing debt that the politicians took on to win our votes.   
 
In the WORST case scenario, for Government Bond holders, interest rates will rise, 
along with inflation, for years. 
 
I expect rates will be kept low.  And long term Government Bond holders will make 
no money, for years and years.  (While inflation rages.  Thus, purchasing power will 
diminish, for years.) 
 
That's bad enough. 
But what if I'm wrong?  And rates rise for years?  And you're holding a load of 
Government Bonds in your portfolio, for the next two decades, as you have done for 
the last two decades... while rates plummeted from around 7% to around 1%*? 

📈📈 
 
*  Bonds used to make money... 
 
 
What proportion did you say you have in Government Bonds?   
If it is above 0% then the remainder needs to be highly successful for you if you have 
any chance of meeting the hugely expensive inflation challenge. 
 
The more you have in Government Bonds the less you will have in assets that can 
actually make you money, over the next years.  How will your portfolio keep up with 
and, indeed, beat inflation? 
 
 
 
 
 
 
 



 
 
 
COVID-19 Deaths - UK Office for National Statistics 
(February 2020 to 31 December 2021) 
 
500,000?  Nope. 
 
200,000?  Nope. 
 
125,000?  Nope. 
 
100,000?  Nope. 



 

Around 17,000 over 22 months, out of a population of 68 millions.   
In other words, a small flu period.  Facts are facts. 



 
Irrespective of the sheer number of abominable lies* that we have been told about 
all this, for nearly two years, once the people realise it and get back on with their 
lives (fingers crossed) the growth in the economy will be substantial and sharp. 
 
 
*  Why? will make you shudder.  Not for this publication.  Do 10 minutes of 
research.  It's all in the public domain if you care to look. 
 
 
Unemployment will fall sharply. 
Demand for goods and services - particularly international holidays (Airlines, Cruise 
Ships and Ferries) - will soar.  Planes and large ships use a lot of oil. 
 
The oil price, globally, has been soaring for the last nearly two years.  As well as 
Gas prices outside of the US.  This is due to, already, expectations of rising 
demand combined with falling supply, due to huge underinvestment in exploration 
and production for many years.  Thanks to 'climate change' con artists aka 
politicians, the media, billionaires, bankers and central bankers. 
 
Inflation may well reduce from here for a few months, as the rise in prices to the 
end of 2020 falls out of the 12 month rolling period. 
 
But expect energy prices - which also means copper, iron ore, lumber, fertilizer, 
logistics, food etc etc - to rise for many many years.   
 
With MUCH higher energy costs less stuff will be mined, manufactured, grown etc. 
At some point or points, there will be energy poverty and food shortages. 
 
Many folk will be faced with the tragic decision to EAT OR HEAT. 
 
Then, many folk will NEITHER EAT NOR HEAT.  Just watch over the next years. 
 
 
If the rate of inflation falls, over the next few months, and the politicians and central 
bankers tell you inflation is licked, DO NOT BELIEVE THEM!  It will be transitory 
reductions in the rate of inflation. 
 



Crude Oil 

 

The oil price is at seven year highs. 
 
As we see it, Oil (and many other commodities) are going to trend up, strongly, for 
many years.  The 2008 all time high price will be breached, probably by 2025 (four 
years only).  Hugely inflationary. 
 
Sorry, just to ask again, what proportion is in Government Bonds? 
Are you investing much in Oil and Gas producing companies eg BP, Shell, Exxon 
etc? 
 
Which reminds me, do you imagine that, with inflation, general stock indices 
necessarily will do well? 
 
From 1966 to 1982, the S&P 500 went from an index level of around 92 to an index 
level of .... around 102.  While there was raging (1970s) inflation.  Investors in the 
S&P lost over 75%, in Real (inflation-adjusted) Terms over that some 16 years.  By 
1982, 'nobody' invested in stocks.  Big mistake.  Huge.  As the Pretty Woman 
famously said. 
 
And the big mistake now, in reverse, is holding Government Bonds for the long 
term.  AS WELL AS stocks that are unlikely to do well in long term inflation, just like 
66 to 82.  AND being out of stocks that are likely to do well! 
 
Frankly, you and your financial / investment advisers / portfolio managers have 
had it (ie investing) ridiculously easy for the last few decades.   
 



Your unlikely-to-attain objective now (if you hold Bonds) is to keep up with long term 
rising inflation.  If you do not keep up, your standard of living will fall.  Don't shoot the 
messenger.  Instead, note this messenger giving you vital information. 
 
If true inflation - the actual rise in your living costs (not the fraudulent statistic 
they tell us is inflation) - is rising 10-15% pa*, then your income / wealth needs 
to grow at this rate, every year, for you to retain your standard of living. 
  
*  UK Home Energy bills are up around 30%.  No doubt, you've seen some 16 home 
energy companies just go bust in the last year, as the price of energies just soared. 
You ain't seen nuthin' yet... 
 
 
And industry has been, at least, equally hit hard by hugely rising energy costs.  If 
industry can't be profitable with hugely rising energy costs they will simply shut up 
shop and there will be less manufacturing.  Same for transportation.  Farmers.   
 
In the 2000s the economic story was mortgages and house prices. 
In the 2010s, it was the world take over by the internet and social media. 
The economic story of the 2020s is Energy ignorance and poverty*. 
 
*   
Energy Ignorance by the powerful... enforcing divestment from oil, gas and nuclear 
energy companies and instead forcing investment in environmentally-disastrous, 
hugely inefficient and expensive solar and wind schemes.  �������� 
 
Energy Poverty by the bottom 50%. ����� 
 
 
 
IF  
your income is rising materially less than 10-15% pa...  
[NB the bulk of folk's income IS rising materially less than 10-15% pa..!] 
AND IF 
your wealth is rising materially less than 10-15% pa...  
[NB the bulk of folk's wealth IS rising materially less than 10-15% pa..!]  
THEN  
your standards of living are falling and will fall, year after year after year. 



 
So, property will likely continue to rise for a few years.  At say 4-8% pa.  This is not 
even close to what the cost of living is likely to be.  Property will not do it for you. 
  
 
I have said, previously, the first couple of years of inflation is fun.  Earnings go 
up.  Investments and Pension pots go up.  Costs aren't hugely higher (though they 
have risen a lot).  Happy - ignorant - days. 
  
After several years of rising inflation, people have to tighten their belts.  In other 
words, their standard of living will reduce. 
  
Example: 
  
Five years of income and wealth rising by 5% pa... (27%, compounded) 
  
... while costs of living rise, say, 8% pa. (47%, compounded) 
  
[It seems to me this is real life, now.] 
  
From January 2021 to December 2025, your standard of living may well reduce 
by at least 20%! 
  
That is five years. 
What about a further five years? 
 
What about 20 years? 
  
What if the true costs of living rise faster than 3% above earnings and wealth? 
  
This Financial Repression will continue for a generation, as I see it. 
  
The ERA we are in now (started Q2 2020) - of higher and higher inflation and falling 
standards of living, for the bulk of folk - is similar to the era from post WW2 to end 
1970s.  The objective then, of the ultra rich (the billionaires today) and of the policy 
makers, was to reduce the ratio of Debt (from the War) to GDP (the size of the 
economy). 
  



That is clearly their (economic) objective now. 
  
In the 40s, house prices were high vis-à-vis average earnings (some 10x).  By the 
70s, house prices had collapsed to around 3 x earnings. 
 
Now, house prices are, again, high (some 10x).  The Financial Repression may be 
a few decades... 
  
Over a generation we should see global Debt to GDP (currently around 300%) fall, 
materially, as it did from the late 40s to the late 70s. 
 
Global Debt to Global GDP (red line, Right Hand Side) 

 

From 1950 to 1980, Debt to GDP fell from over 140% to around 80%.  We are now 
at 300%...  They wanted debt to get out of hand.  It did.  They now want to use 
inflation to pretend they have it under control. 
 
The bottom 95% will pay for this indirect tax.  Inflation is the biggest tax of all.  Hence, 
they try never to talk about it.  Also, they have adjusted the statistic down, for 



decades.  Had we the same methodology of calculation, as we had in the 1980s, 
official UK inflation would now be showing well above 10%. 
 
 
 
Oh, by the way, official UK inflation (RPI) just now is 7.1%. 
They just announced the increase to be paid on State Pensions and State Benefits: 
3.1%...  (Just one of the many ways, they will - over many, many years - get debt/gdp 
down.  And the bottom 95% will hurt... 
 
One way out is to invest in assets that will actually meet the inflation challenge. 
 
We advise clients all over the UK and, indeed, on four continents. 
    
“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 the growing problems in investment markets. 
They will.  But will they have lost out or benefitted from the correct actions taken? 
    
    
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. 
    
With kind regards    
    
Jonathan Davis BA MBA FCII FPFS EFP  
Wealth and Later Life Finance Adviser 
Chartered, Financial Adviser and Economist  
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Share this: 
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	Given they leave out from the inflation indices the prices of goods and services that are going up, official inflation is, currently, around 6% p.a.

