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An Evidence-Based Look At Inflation, 

Recessions and Pivots 

By Daniel R. Amerman, CFA 

As we enter 2023, there are widespread hopes that inflation will be vanquished, and that interest rates will fall 

rapidly as the Federal Reserve "pivots". If the Fed goes down this path, there are expectations that the markets 

will soar upwards this year as they recover from 2022. 

There are also many prominent people, such as Elon Musk, arguing that the Federal Reserve has pushed interest 

rates upwards too fast and too hard. This perspective is shared by many housing investors. They believe that the 

Fed is creating problems rather than fixing them, through being overly aggressive. 

What makes this debate interesting is that it is mostly among people who have never personally experienced 

high rates of inflation in their professional careers, and they are strongly arguing about what makes sense to 

them - in a situation that is new for them. 

In this two-part analysis, instead of theorizing about what could happen in a novel situation, we're going to 

analyze what actually happened the last time the United States was struggling with sustained high inflation. The 

period from 1968 to 1983 included sixteen years of the Federal Reserve, under the leadership of four different 

Fed Chairs, experimentally trying different methods for slaying the inflation dragon. We have the evidence - there 

were four recessions, there were three pivots, and we can track their actual relationships with inflation and 

interest rates in practice. 

We have the data, even if almost no seems to be talking about it. What this data shows is a relationship between 

inflation, interest rates, recessions and pivots that is almost entirely different from what is being discussed in 

the financial media, or financial social media. Based on that data - there is a very good chance that 2023 will 

work out in a quite different way than the markets are expecting. 

This analysis is part of a series of related analyses, which support a book that is in the process of being written. 

Some key chapters from the book and an overview of the series are linked here. 

How It Started 

 

Yes, the US 

Government Has 

Defaulted Before 

By Ryan McMaken 

The regime is trying to whip up maximum 

hysteria or the chances that the US 

government could default on its debts if 

the debt ceiling is not raised. 

Anyone whose been paying attention for a 

while, however, knows there's a 99.99 

percent chance that the parties involved 

will soon raise the debt ceiling and the US 

will go back to adding to its $30-trillion-

plus debt hoard as usual. Yet the political 

posturing over the debt ceiling always 

offers the media and Democratic 

politicians a chance to assure us that any 

default will bring about a second Great 

Depression and financial collapse. 

One key component of this strategy is 

convincing people that the United States 

has never defaulted before, and 

has always made good on its financial 

obligations.  
Continued on page 2 
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An Evidence-Based Look At Inflation, 

Recessions and Pivots 

Continued from page 1 

Our last secular cycle of high inflation was a very unpleasant time for markets and investors, with the Dow 

Jones Industrial Average losing 70% of its inflation-adjusted value between 1968 and 1982, as explored in the 

analysis linked here. Sequence of returns risks (link here) meant stock-heavy investors who retired during that 

time faced what were sometimes catastrophic reductions in the standard of living they experienced in 

retirement, relative to what they thought was almost assured for them. 

 

Inflation rates were quite low through most of the 1960s, but they began to rise sharply by the end. As can be 

seen in the red inflation line above, annual average rates of inflation climbed from 2.8% in 1967, to 4.2% in 

1968, to 5.4% in 1969, and up to 5.9% for the year 1970. Many people believe that the deficit spending that 

funded the Vietnam War is what created the inflation - which certainly has some parallels when it comes to 

running deficits to help fund the current Ukrainian War. 

Then as now, the Federal Reserve responded to high rates of inflation by increasing interest rates - that's their 

tool, it's what they have, without raising rates they don't have other *proven* tools for fighting inflation. Under 

the leadership of Fed Chair Bill Martin, the average Fed Funds rate went from 4.2%, to 5.7%, up to an annual 

average of 8.2% by 1969 (the actual peak was 9.2% in August of 1969). 

Let's compare to today. The most recent 12 month inflation rate is 7.1%, and the most recent effective Fed 

Funds rate (after the December rate increase) is 4.3%. So, the Fed was fighting a rate of inflation that was 

significantly less than today, with interest rates that are about twice as high as today. The real (inflation-

adjusted) interest rate peaked at about +2.8% (8.2% interest minus 5.4% inflation), which was the reverse of 

the negative 2.8% real rate (4.3% interest minus 7.1% inflation) that we see today. 

High interest rates were just as painful then as they are now, and these were so painful that they triggered a 

recession that lasted from December of 1969 to November of 1970. 

The combination of sharply higher interest rates and a recession then created disinflation - the same thing we 

are seeing a moderate degree of right now. This isn't deflation, although it is not uncommon for some prices 

such as commodities or energy to experience deflation - actual price decreases - during a recession. Disinflation 

is just a reduction in the rate of inflation, with average prices rising at a slower rate, instead of falling average 

prices. When inflation fell from 5.9%, down to 4.2%, before bottoming out at 3.3% in 1972, that was 

disinflation. 

These are the classic elements in the cycle, and they still very much apply today. 

1. Inflation gets too high. 

2. The Fed sharply raises interest rates to fight the inflation. 

Yes, the US 

Government Has 

Defaulted Before 

Continued from page 1 

This is key because it helps create the 

impression that were the United States to 

default, the result would a step into the 

great unknown, a “financial crisis and a 

calamity.” 

As part of this strategy, Treasury 

secretary Janet Yellen is at it again, 

repeating her often-used claims that the 

US has never defaulted. This week, she's 

telling the usual story on ABC news, 

claiming, "America has paid all of its bills 

on time since 1789." 

 

Yet the United States government has 

most certainly defaulted on debts 

before—more than once. Moreover, if we 

expand the idea of default slightly to 

encompass the idea of inflating away a 

government's debt in real terms, default 

has been even more common. 

First, let’s look at the most notorious case 

of US default on its debt obligation. 

The 1934 Default on Liberty Bonds 

In 1934, the United States defaulted on 

the fourth Liberty Bond. The contracts 

between debtor and creditor on these 

bonds was clear. The bonds were to be 

payable in gold. This presented a big 

problem for the US, which was facing big 

debts into the 1930s after the First World 

War. As described by John Chamberlain: 

 

Continued on page 3 

Page 2 

http://danielamerman.com/va/ccc/G4SecBear.html
http://danielamerman.com/course/a/taTWENTYcd.html
https://twitter.com/bcheungz/status/1442865643758370816
https://twitter.com/bcheungz/status/1442865643758370816
https://mises.org/library/short-history-us-credit-defaults


Page 3 

An Evidence-Based Look At Inflation, 

Recessions and Pivots 

Continued from page 2 

3. The higher interest rates create a recession (usually). 

4. The higher rates and recession in combination create not deflation, but disinflation. 

A lot of people hate this process, and for good reason, it is a painful process for a nation and markets to go 

through. But, in the real world, it is what works. The alternative is unending inflation, which is much harder on 

a nation. 

The Next Stagflationary Cycle 

The first inflationary cycle was painful, but it didn't end the problem. Arthur Burns replaced Bill Martin as Fed 

Chair in February of 1970, and he began rapidly reducing interest rates to minimize the pain. Burns *pivoted* 

fast and hard to fight the recession. Interest rates were pushed down from 9% to 3.7% in one year - meaning 

they went negative in real terms, going to 1% below the then 12 month rate of 4.7%. This is the fifth step in 

the classic cycle. 

5. The Fed pivots to fight the recession it created, and slams interest rates down (thereby creating enormous 

bond market profits, as covered in my article from 2019 linked here.) 

This quick and sharp pivot was what the markets wanted, this is what the politicians wanted - but it didn't end 

the inflation. Indeed, it's worth scrolling back up to the "A 70% Market Loss" graphic, looking at 1970, and then 

seeing what happened afterwards, if you want to see an example of an accommodating Fed giving the markets 

what they want. 

The rolling 12 month rate of inflation was back up over 5% by April of 1973, and had risen to 7.4% by 

September of 1973. This seems forgotten today, but it was crucial - the Fed had not "finished off" the previous 

inflation, as it *pivoted* hard to fight the recession of 1969-1970 with low interest rates - and the inflation came 

right back worse than ever. The wage/price spiral was cranking away, the new inflation rate of 7.4% was over 

1% higher than the peak of the previous inflationary cycle.  

Then there was another war (note the recurring theme, war -> inflation), the brief Yom Kippur Israeli / Arab 

war of 1973, and the Arab oil producers imposed an oil embargo on the United States that lasted from October 

of 1973 to March of 1974. Oil prices quadrupled, sending oil from $3 a barrel up to $12 a barrel (and if those 

sound antiquated, that's what long-term inflation does). 

There was already a pre-existing surge in inflation to over 7% - and then there was a war, that led to artificial 

energy shortfalls, and created a further major increase in the rate of inflation. Again, there are some strong 

similarities with today.  

The next recession started one month later, in November of 1973, it was a bad one, and it would officially last 

until March of 1975. 

Burns had been trying to fight the 7.4% inflation with the usual central banking tools of increasing interest 

rates, and he had raised rates to 10.8% (a +3.4% real rate in contrast to today), but when confronted with a 

recession, he immediately *pivoted* and dropped rates to a little under 9%, creating another round of quick 

bond market profits. He also created a new round of negative real interest rates, and inflation responded by 

quickly increasing to over 10%. 

Early in 1974, Burns found himself stuck between a rock and hard place, with a severe recession AND the first 

10%+ rate of inflation that the U.S. had seen since 1948. (We may see this again in 2023.) The Fed decided it 

had to fight the inflation first. So the Fed Funds rate went back up to 12.9% - very briefly. Burns then tried to 

finesse the inflation/recession tradeoffs, and reversed himself yet again. He *pivoted* and quickly dropped 

interest rates to the 5% to 6% range, creating steeply negative real interest rates. 
Continued on page 4 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                     

Yes, the US 

Government Has 

Defaulted Before 

Continued from page 2 

By the time Franklin Roosevelt entered 

office in 1933, the interest payments alone 

were draining the treasury of gold; and 

because the treasury had only $4.2 billion 

in gold it was obvious there would be no 

way to pay the principal when it became 

due in 1938, not to mention meet expenses 

and other debt obligations. These other 

debt obligations were substantial.  

Ever since the 1890s the Treasury had 

been gold short and had financed this 

deficit by making new bond issues to 

attract gold for paying the interest of 

previous issues. The result was that by 

1933 the total debt was $22 billion and the 

amount of gold needed to pay even the 

interest on it was soon going to be 

insufficient. 

So how did the US government deal with 

this? Chamberlain notes “Roosevelt 

decided to default on the whole of the 

domestically-held debt by refusing to 

redeem in gold to Americans.” 

Moreover, with the Gold Reserve Act of 

1934, Congress devalued the dollar from 

$20.67 per ounce to $35 per ounce—a 

reduction of 40 percent. Or, put another 

way, the amount of gold represented by a 

dollar was reduced to 59 percent of its 

former amount. 

The US offered to pay its creditors in 

paper dollars, but only in new, devalued 

dollars.1 This constituted default on these 

Liberty Bonds, since, as the Supreme 

Court noted in Perry v. United States, 

Congress had “regulated the value of 

money so as to invalidate the obligations 

which the Government had theretofore 

issued in the exercise of the power to 

borrow money on the credit of the United 

States.” 

This was clearly not a case of the US 

making good on its debt obligations, and 

to claim this is not default requires the 

sort of hairsplitting that only the most 

credulous Beltway insider could embrace. 

Continued on page 6 
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An Evidence-Based Look At Inflation, 

Recessions and Pivots 

Continued from page 3 

The recession eventually ended - but inflation was still at 11.2% at that time. This may sound like a lot of detail 

for the events of almost half a century ago - but we do have a history, even if many current market participants 

and commentators don't seem to know it. What history shows is that a long, severe recession, along with the 

complete end of the energy crunch that helped to create the inflation, were not enough to end the high and 

persistent rate of inflation. The idea that recessions necessarily cure inflation via demand destruction is simply 

a myth. 

We also again had all five steps in the cycle again, albeit in a somewhat messy form: 1) higher inflation; 2) 

increasing rates; 3) recession; 4) disinflation; and 5) the pivot to fight the recession. 

There was then a period of disinflation - but inflation remained high and persistent. Burns had solved his 

dilemma by choosing to fight recession over fighting inflation, and while that was good for jobs in 1975, the 

entire nation continued to pay the price in terms of higher inflation for years thereafter. On an annual average 

basis, inflation bottomed out at 5.8% in 1976 - which is almost the same as the inflationary peak of 5.9% in 

1970, that the rolling inflationary crises started with. The new normal was that the previous multi-decade peak 

was now the new low. 

And then, inflation started to rise again, because of the wage/price spiral that had never been dealt with. 

Inflation rose back up a 12 month average of 6.4% in March of 1978. 

A new hero arose at that time - or so many might consider him today - and William Miller was appointed as the 

Federal Reserve chairman. Miller did not believe in raising interest rates to fight inflation at the cost of 

triggering recessions, it didn't make sense to him. Inflation immediately began to rise again, and Miller made 

sure the resulting increases in interest rates were small, and at a very slow pace, so as not to cause a 

recession. Inflation then started accelerating again, and went to over 7% by May, over 8% by September, up to 

9% by December, and over 10% by March of 1979. The lack of control over inflation was also leading to major 

international consequences, with the dollar plunging relative to European currencies. 

The short and long-forgotten reign of William Miller ended by August of 1979, with inflation having risen from 

6.4% to 11.8%. The result of the Miller experiment, where he put into practice what many are advocating for 

today, was to almost double the rate of inflation in less than 18 months. That said, he did not trigger a 

recession. 

It is only through understanding Burns and Miller, that we can understand what Volcker would do next, how 

different it was, and why he did it. 

Failed Experiments 

Paul Volcker was brought in to replace William Miller, and his appointment has to be seen in the context of what 

had been tried and failed. Arthur Burns was brought in to try to "finesse" inflation, to try to do the least 

economic damage that could be done, while still following the basic central banking model of using higher rates 

to combat inflation. He was also a believer in early and hard pivots, smashing interest rates down and flooding 

the markets with easy money to escape recession. William Miller didn't even believe in those basics, he did not 

like the idea of sharply raising rates at all, or causing recessions with monetary policy. 

Burns and Miller were both very politically popular experiments. They believed what people wanted to believe. 

Over a period of almost ten years the nation experimented with a "dovish" monetary policy, and what it got was 

persistently higher rates of inflation. 

This is the missing knowledge that much of the markets lack today. For people who started their careers in the 

1990s to 2010s in particular - they've never experienced high and persistent inflation. This creates the belief that 

inflation is an anomaly, that will naturally disappear when the root causes are removed. 

Continued on page 5 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

9 Crazy Examples 

of Government 

Waste in 2022 

By Patrick Carroll 

With 2022 behind us, many are 

undoubtedly grateful that the year is over. 

From lingering COVID restrictions to the 

war in Ukraine to economic decline, it’s 
been a rough go. 

Amidst all this, the steady slew of 

spending coming out of Washington 

certainly hasn’t helped. While people were 

struggling to put food on the table and pay 

for much-needed healthcare, politicians 

were spending billions of dollars on the 

most wasteful projects you’ve ever heard 

of. 

To highlight the most egregious of these 

projects, Sen. Rand Paul has once again 

published his annual Festivus Report, 

named after the parody holiday celebrated 

on December 23. One of the traditions in 

Festivus is the “airing of grievances,” and 

so every year Senator Paul uses the 

opportunity to highlight his grievances 

with the US government. 

Here are some of the craziest examples of 

government waste that made the list this 

year. 

1) Using COVID relief funds to construct 
an 800-room luxury hotel 

Broward County, Florida spent $140 

million in COVID-19 relief funds to 

construct a luxury hotel, complete with 

30,000 square feet of pool decks, a rooftop 

bar, and an 11,000-square-foot spa and 

fitness center. Surely that’s not allowed—
you might be thinking—and you’d be 

right. But the county found a clever work-

around. In a board meeting this past 

February, the money was transferred to 

the county’s general fund and described 

as a federal payment to cover lost tax 

revenue. The money was then returned 

from the general fund back to the project. 

Money is fungible, as they say. 

2) Using COVID relief funds to purchase 
luxury cars 

Page 4 

Continued on page 6 
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An Evidence-Based Look At Inflation, Recessions and Pivots 

Continued from page 4 

In 1979 - this is not what anyone believed. Inflation was a persistent force, the root causes were long gone, it was self-reinforcing through the wage/price spiral, and 

ten years in it was still rising. I spent the late 1970s and early 1980s studying economics and finance in college and graduate school - and my professors didn't know 

whether inflation could be brought under control again, and neither did anyone else.  

Our shared experience at the time was that the Federal Reserve under the direction of the best economists in the nation had been fighting inflation with all the tools 

at its disposal - and inflation had been beating the Fed for TWELVE YEARS, 1968 to 1979 (inclusive). The recessions created disinflations, but they did not break the 

secular inflationary cycle, and neither did pushing interest rates above 9% in 1969, 1973, 1974, 1978 and 1979. There was indeed a "malaise" gripping the nation, and 

we didn't know if we would ever see sustained inflation rates below 5% again. 

Enter Volcker 

Paul Volcker would - eventually - end the long inflation. That said, he had to travel a path to get there. That path could almost be called forgotten economic lore at 

this point, yet it has tremendous information value for 2023 and beyond. 

Federal Reserve Chairman Paul Volcker came in with a mission - to do whatever it took to bring down the rate of inflation. Volcker was far more aggressive than 

Martin, Burns or Miller had ever been. 

Under Volcker's leadership, the Federal Reserve raised rates to almost 14% for the fall and winter, and up to an extraordinary 17%+ by March of 1980. These 

punishing rate increases put the United States into a new recession, by January of 1980. 

Volcker then followed the conventional economic wisdom of the time (and of today), and tried to finesse the inflation with a pivot. Raise interest rates way up - far 

above anyone before - trigger a recession, and then quickly slam interest rates down to get out of the recession, with inflation defeated. 

 

This strategy can be seen in the monthly graph above, which tracks Volcker's first four years as Chairman of the Federal Reserve. The Fed Funds rate was pushed up 

to an extraordinary 17%+, this briefly created a +3% real (inflation-adjusted) interest rate along with a recession, and then Volcker did a sharp pivot. He dropped 

rates by 8.5% in 3 months. This powerful pivot briefly created steeply negative real interest rates as can be seen in the green line above. The yellow line of interest 

rates went way below the red line of inflation rates, and as intended, the U.S. did exit recession by August of 1980. 

There was, however, a problem, as can be seen if we follow the red line of inflation. The 12 month inflation rate in August was 12.9%. Volcker had raised interest 

rates over 17%, he had caused a recession, and then by the time he got the economy out of recession - inflation was higher than his term started. His first very 

theoretically correct attempt to cure inflation failed, 17% interest rates and a recession were not enough by themselves to stop well-established inflation. 

To put it in personal terms, I was in 3rd grade when Fed Chair Bill Martin raised rates from 3.9% to 6.1% in an unsuccessful attempt to contain rising inflation. 

Through elementary school, middle school, high school and college, Martin, Burns, Miller and Volcker tried variations of every *reasonable* strategy they could think 

of for fighting inflation, triggering three recessions in the process. None of them worked, and by the time I was a college senior, thirteen years into the process, even 

Volcker had just completely failed. Inflation was not only still there, but it was worse than ever. 

Continued on page 8 
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9 Crazy Examples 

of Government 

Waste in 2022 

Continued from page 4 

The US government has spent roughly 

$4.55 trillion on COVID relief aid, of which 

over $100 billion was stolen or put to 

fraudulent uses according to the Secret 

Service. 

Where did all of that fraudulent money go? 

As it turns out, $31.5 million of it was 

used by four individuals to buy luxury cars 

such as Porsches, Ferraris, and 

Lamborghinis. 

3) Camouflage uniforms that don’t blend 
in 

The federal government spent $28 million 

on camouflage uniforms for use in 

Afghanistan which…didn’t match the 

environment of Afghanistan. 

You had one job… 

4) Maintaining 77,000 empty Federal 
buildings 

According to the Office of Management 

and Budget, the federal government 

spends more than $1.7 billion a year to 

maintain 77,000 empty buildings.  

Part of the problem is that the process for 

selling these buildings is quite long due to 

the various regulations involved. 

5) Subsidizing the free New York Staten 
Island Ferry 

The Staten Island Ferry is free, and by 

“free” I of course mean funded by 

taxpayers. Though New York City picks up 

most of the tab, the federal government 

often chips in money as well, and this year 

federal taxpayers contributed a generous 

$70 million to this venture. 

6) Boosting the Tunisia travel sector 
during COVID-19 

 

 

Yes, the US Government Has Defaulted Before 

Continued from page 3 

Indeed, Carmen Reinhart and Kenneth Rogoff in their book This Time Is Different list this episode as a “default 

(by abrogation of the gold clause in 1933)” and as “de facto default.” 

The Short Default of 1979 

A second, less egregious case of default occurred in 1979. As Jason Zweig noted in 2011: 

In April and May 1979, amid computer malfunctions, heavy demand from small investors and in the wake of 

Congressional debate over raising the debt ceiling, the U.S. failed to make timely payments on some $122 

million in Treasury bills. 

 The Treasury characterized the problem as a delay rather than as a default. While the error affected only a 

fraction of 1% of the U.S. debt, short-term interest rates—then around 9%—jumped 0.6 percentage point and 

the U.S. was promptly sued by bondholders for breach of contract. 

Apparently, the United States sometimes does not pay its debts. While the 1979 default was relatively small, the 

1934 default affected millions of Americans who had bought Liberty Bonds mistakenly thinking the government 

would make good on its promises. They were very wrong. 

So, it is simply untrue that the US has never defaulted as Yellen claims. But this claim remains a useful tactic 

in sowing fear about “unprecedented” acts that would bring the entire US economy crashing down. 

Default through Devaluation 

But outright repudiation of contracts is only one way of defaulting on one’s obligations. Another is to deliberately 

devalue a nation’s currency—i.e., inflate it—so as to devalue the amount of debt a government owns in real 

terms. 

And Zweig writes investors view this as a real form of avoiding one’s debt obligations: 

Perhaps the biggest worry [among investors] isn't default but … "financial repression." In dozens of cases, 

governments have dug out from under burdensome debts not by refusing to pay interest but rather through other 

harsh means. For example, by keeping short-term interest rates below the level of inflation, a government can 

pay off its bondholders with cheapening money.  

Through regulations, it can compel banks and other financial firms to buy its own debt, much like geese being 

force-fed for foie gras. As a result, current yields and future inflation-adjusted returns on government bonds 

fall. 

This strategy, Zweig concludes, “stiffs bond investors with negative returns after inflation.” 

Zweig categorizes this as something separate from default, but Reinhart and Rogoff clearly consider it a form of 

de facto default. They write: “The combination of heightened financial repression with rises in inflation was an 

especially popular form of default from the 1960s to the early 1980s” (emphasis added).3 

(In the United States, a key event in this respect occurred in 1971 when Nixon closed the gold window. This was 

an explicit repudiation of the US’s obligation to repay dollars in gold to foreign states, and it also greatly 

enabled the US government in terms of financial repression and monetary inflation.) 

Since the Great Recession, financial repression is popular again. This method of de facto default has enabled 

the federal government to take on massive amounts of new debt at rock-bottom interest rates. In real terms, the 

US government—or any government using this tactic—pays back its debts in devalued currency, essentially 

enabling the government to make good on the full extent of its debts.  

Continued on page 7 
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9 Crazy Examples of Government Waste in 2022 

Continued from page 6 

In early 2022 the federal government spent $50 million on a “Visit Tunisia” initiative meant to boost travel to the country.  

Tunisia’s tourism sector generated over $1 billion in 2019, but apparently it still needs help. 

7) Injecting 6-month-old beagle puppies with cocaine 

According to a report from White Coat Waste, the NIH recently spent $2.3 million injecting puppies with cocaine for research. 

8) Constructing a Gandhi museum 

In Fiscal Year 2022, $3 million was earmarked for the construction of a new Gandhi museum in Houston. 

9) Researching if Thanos could snap his fingers wearing the infinity gauntlet 

Researchers at Georgia Tech recently got a grant for $118,971 to study whether a real-life Thanos could actually snap his fingers while wearing the Infinity Gauntlet. 

They concluded that “Thanos could not have snapped because of his metal armored fingers. So, it's probably the Hollywood special effects, rather than actual physics, 

at play.” 

Your taxpayer dollars hard at work… 

The True Cost of Government Waste 

While it’s easy to focus on the dollar figures associated with these projects, the practical impacts are much more important. As economists constantly remind us, it’s 
not the dollars and cents that really matter, it’s the lost opportunities. 

Every resource that’s used on ill-considered initiatives is a resource that can’t be used to improve our standard of living, and this is the true cost of government 

waste. People wonder why prices are so high, why services are so scarce, and why economic growth seems so restrained. 

Government waste is part of the reason. 

The solution to this problem is both the easiest and the hardest thing in the world. The easy part is figuring out what needs to happen: a massive scaling back of 

government expenditures. 

The hard part is convincing the politicians, bureaucrats, and special-interest groups to give up their political racket. 

Article by: Patrick Carroll 

Courtesy of http://fee.org  

January 2, 2023 
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An Evidence-Based Look At Inflation, 

Recessions and Pivots 

Continued from page 5 

There's what people want to be true. There's also the actual historical record. For those who have theories, and 

ideas that make sense to them about why interest rates are currently way too high, it would be interesting to see 

them attempt to explain 1968-1980. 

Crushing Inflation 

As we will explore in Part 2 of this analysis, Paul Volcker did finally crush inflation and how he did so is through 

taking measures so extreme that they are far beyond anything that is being discussed today. These policies 

would later become a textbook rule for beating inflation - that is being completely ignored today. 

Some people are comparing current Fed Chair Powell to Volcker because of the pace of interest rate increases in 

2022, However, what we will find when we do the comparison to what happened from 1967 to 1983, is that 

Powell is instead a weaker version of William Miller. Take the weakest inflation-fighting policies of that entire 

era, make them still weaker, and we get what the modern Federal Reserve did in 2022. This is in sharp contrast 

to the current narrative - but it is historically accurate. 

When we accept history, look at the current situation, and look at anticipated Fed policies in 2023 - then we get 

a very different set of expectations than what is currently priced into the markets. There are profound 

implications when it comes to the current potential mispricings that we are seeing for stocks, bonds, precious 

metals and real estate. 

End of Part 1 

******************************* 

It is difficult to find solutions for inflation - but it is not impossible. I've spent over fifteen years doing original 

research on the best strategies for overcoming inflation. The best solutions that I found over the course of my 

research are explained in the financial education materials linked here 

Article by: Daniel R. Amerman CFA 

http://danielamerman.com 

January 28, 2023 
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Yes, the US 

Government Has 

Defaulted Before 

Continued from page 6 

The cost to the public manifests in asset 

price inflation, goods price inflation, and a 

“hunt for yield” driven by a famine of 

income on safe assets. Americans of more 

modest means are those who suffer the 

most, and the result has been a widening 

gap of inequality in wealth. 

It may very well be that a default could 

lead to significant economic and financial 

disruptions. But let's stop pretending that 

a default is unprecedented or that the 

United States always pays its bills.  

It's true that the US's current debt 

machine, enabled through financial 

repression, is a form of slow-

motion default. But that doesn't make the 

US government any less of a deadbeat. 

Article by: Ryan McMaken 

Courtesy of https://mises.org 

February 7, 2023 

 

 

The Outstanding Public Debt 

National Debt: 

31,542,964,342,777 
The estimated population of the United 

States is 334,371,060 
US citizen's share of this debt is 

$94,321.00 

The National Debt has continued to 

increase an average of 

$3.8 billion per day 

Business, Government, Financial and 

Unfunded Liabilities Debt exceeds 

$100 Trillion  
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