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“He uses statistics as a drunken 

man uses lamp-posts... for 

support rather than 

illumination”
Andrew Lang
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Agenda

• History of inflation

• Long-run

• Short-run

• What the experts are forecasting, predicting

• What Mr. Market says

• Likely factors determining future inflation

• Rob’s 2 cents

• Are TIPS bonds the solution
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History of inflation
Long-run

Short-run

Learn from history
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Understand today . . . by understanding yesterday
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Episodic eras of rising and falling inflation
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Observations

• Episodic eras

• Recent era was the longest on record 

• Yes, debasement is the normal, natural order of things

• But, don’t go off the deep end thinking that we’ll magically have double-digit inflation next

• The long-run median (typical level) was only 2.5% 
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Recently here in the US
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Recently across the developed world



For internal use only, do not share with clients or prospects

Recent observations from around the globe
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What is the Fed saying about inflation

• Why is the Fed saying this

• What is the Fed’s:

• Mandate . . . their objective

• Single most powerful tool . . . in their toolbox

• Therefore . . . how should you interpret anything the Fed says

• Don’t get me wrong . . . these are seriously good folk

• But, always understand their objective

• AND . . . differentiate between their “analysis” and their “discussion”
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What the experts are forecasting, 
predicting
There are serious experts . . . they have substance

But . . . predicting the future is really hard
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Beware of predictions of the future
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Goldman Sachs
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Policy reflation  - transient factors
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Future expectations  - just 2.2%
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Outstanding governmental policy questions
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Government spending (fiscal support)
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Future economic growth
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Goldman’s specific inflation forecast
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How Goldman might be wrong
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Goldman’s high-level conclusions
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What Mr. Market says
Market consensus is usually far more accurate than listening to any individual 
prediction (no matter how expert)
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Mr. Market has increased its expectations for future inflation
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How you can see each day what Mr. Market is expecting
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Take current US Treasury yields  - not the “coupon”
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Next, subtract out the current yield on the same maturity TIPS bond
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Example  - the next ten years

• 1.27% is the current yield on a 10-year Treasury

• -1.11% is the current yield on a 10-year TIPS bond

• Therefore, Mr. Market expects inflation will be

• 2.38% over the next ten years

• 2.38%  =  (1.27%)  - (-1.11%)
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Likely factors determining future 
inflation
We can identify the players on the field

And their individual relative strengths and weaknesses
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Possible factors

• Fiscal stimulus

• Monetary stimulus

• Repair of the broken supply chains

• Consumers spending the mountain of savings they built up

• Business spending the mountain of savings they built up

• Fear of future inflation changing behavior (both consumer and business)

• Longer term
• Social programs intended to address poor distribution of wealth/income

• Expenditures to move the planet away from fossil fuels

• Wars resulting from geopolitical tensions driven by demographics, weather, China/US cold war, 
growing income inequality
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Rob’s 2 cents
My personal opinion

Which is probably worth a little less than a cold cup of joe
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Yes, we spent a lot, borrowed a lot, and printed a lot
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Maybe the only risk is “monetary regime change”
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Maybe recent money printing is NOT inflationary
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Maybe there are NO supply constraints that would push prices up
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Possible factors

• Fiscal stimulus

• Monetary stimulus

• Repair of the broken supply chains

• Consumers spending the mountain of savings they built up

• Business spending the mountain of savings they built up

• Fear of future inflation changing behavior (both consumer and business)

• Longer term
• Social programs intended to address poor distribution of wealth/income

• Expenditures to move the planet away from fossil fuels

• Wars resulting from geopolitical tensions driven by demographics, weather, China/US cold war, 
growing income inequality

Rob’s only concerns



For internal use only, do not share with clients or prospects

Are TIPS bonds the solution
NO

Just look at their current yield . . . it is significantly negative
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Current yields on TIPS bonds



For internal use only, do not share with clients or prospects

Client-facing collateral
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Investment Library collateral
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Investment Library collateral
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For more information contact

Jeff Megar, CFA

Email  jeff.megar@julexcapital.com

Office  781-772-1378

Bob Peatman

Email  bob.peatman@julexcapital.com

Cell  617-875-9316
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Important Disclosures

All data and statistics were provided by Global Financial Data, Inc., Kenneth French Data Library Dartmouth College, and www.robbrownonline.com

This information in this presentation is for the purpose of information exchange. This is not a solicitation or offer to buy or sell any security. You must do your own due 
diligence and consult a professional investment advisor before making any investment decisions. The use of a proprietary technique, model or algorithm does not 
guarantee any specific or profitable results. Past performance is not indicative of future returns. The performance data presented are gross returns, unless otherwise 
noted. 

The risk of loss in trading securities can be substantial. You should therefore carefully consider whether such trading is suitable for you in light of your financial condition. 
All information posted is believed to come from reliable sources. We do not warrant the accuracy or completeness of information made available and therefore will not be 
liable for any losses incurred.

Some part of the investment performance shown is HYPOTHETICAL. It is based on the back tests of historical data. Hypothetical performance results have many inherent 
limitations, some of which are described below. No representation is being made that any account will or is likely to achieve profits or losses similar to those shown. In 
fact, there are frequently sharp differences between hypothetical performance results and the actual results subsequently achieved by any particular trading program.

One of the limitations of hypothetical performance results is that they are generally prepared with the benefit of hindsight. In addition, hypothetical trading does not 
involve financial risk, and no hypothetical trading record can completely account for the impact of financial risk in actual trading. For example, the ability to withstand 
losses or adhere to a particular trading program in spite of trading losses are material points which can also adversely affect actual trading results. There are numerous 
other factors related to the markets in general or to the implementation of any specific trading program which cannot be fully accounted for in the presentation of 
hypothetical performance results and all of which can adversely affect actual trading results.

The composition of a benchmark index may not reflect the manner in which a Julex portfolio is constructed in relation to expected or achieved returns, investment 
holdings, portfolio guidelines, restrictions, sectors, correlations, concentrations, volatility, or tracking error targets, all of which are subject to change over time.

No representation or warranty is made to the reasonableness of the assumptions made or that all assumptions used to construct the performance provided have been 
stated or fully considered.


