
The Outlook:  Dec. 13, 2021 
  

Inflation?  Yes.  Hyperinflation?  Not Even Close . . . Yet. 
  

Despite today’s 300-point plunge, a chief feature of the December 2021 Big Picture is the countless times 
the market has tried to collapse since the end of the first Virus and Lockdown Plunge, 18 months ago—
and the market’s inability, every single time, to “keep the scare going.”  The market has failed to keep the 
scare going despite a tidal wave of bad news washing through the headlines month after 
month:  Lockdown, Versions 2 through 6 or so; Virus Variants, Version 2 through 5 or so; Inflation’s 
Comeback, Round One . . . and so on.  The main thing missing so far, from that tidal wave, is “War!” . . . 
and that’s a distinct possibility (for later discussion.) 
  
Outlook’s clients and friends know why the scare keeps failing:  great financial strength on Main Street; 
and great determination and ingenuity in the face of Big Problems—as usual.  Economist Scott Grannis, 
last week, reminded us of some of those “financial strength” facts, and one of his surprises was the degree 
of strength resting within the U.S. Government, of all places.  Let’s glance at a couple of pictures. 
  

 
  

That’s a picture which deserves a double-take.  Here’s the Federal Government, printing, borrowing and 
spending money with recklessness almost unseen in history . . . but there’s the Government’s interest 
payment burden, at 60-year lows.  How on earth did that happen? 
  
It happened because of a combination of sheer luck for the Government, and natural behavior on Main 
Street.  The 2008 – 2009 Financial Calamity sparked great caution in American banks (meaning all kinds of 
financial institutions) and on Main Street among the tens of thousands of businesses fighting to survive; 
and among ordinary American citizens doing the same thing.  The Federal Reserve printed a great deal of 
money, but not very many people and companies wanted to borrow it, and not very many banks wanted 
to lend it to anyone looking the slightest bit risky.  So the printed money did not circulate, but sat in the 
banks’ reserves at the Fed . . . which made it non-inflationary.  The Fed lowered interest rates to zero, and 
kept them there for a decade.  That action was irrelevant to Main Street, which didn’t need to borrow (on 



the whole), but it was absolutely wonderful for Uncle Sam.  It resulted in the chart above, as a decade of 
Government Bonds came due and were rolled over at a cost close to zero.  
  
As Mr. Grannis noted, the average maturity of U.S. Government debt is about 8 years—so more than half 
of Uncle Sam’s reckless borrowings were refinanced at wonderfully low cost.  Right now the average 
interest rate on all U.S. Government debt is about 2%.  You can do a lot of reckless borrowing, money 
printing and spending when you are paying so little to service the debt.  
  
For 10 years Uncle Sam was lucky and Main Street was cautious and determined.  That brought us right 
up to 2020’s Virus and Lockdown Calamity, one of history’s all-time shockers.  The first shock was terrible, 
with economic performance falling off a cliff as it was outlawed, more or less, by the Lockdowns.  The next 
shock was wonderful, if that’s the right word, as Main Street stunned the markets and politicians with the 
speed and strength of its rebuilding.  Then, for the next 18 months the market tried Nightmare after 
Nightmare on for size, but none of them fit.  The market has had to throw them all away, usually after a 
few days or weeks.  
  
The one Nightmare the market hasn’t tried on, though a good many cautious investors have worried about 
it, has been “Trillion Dollar Deficits and Fantastic Money Printing Wreck the Economy and Trigger 
Hyperinflation!”  Let’s look at 2 more charts from Mr. Grannis, to see how we might feel about that 
Nightmare. 
  

 
  

That green box tells a startling story.  Tax revenues have been skyrocketing by any historical 
yardstick.  Part of this, of course, was the government checks handed out to most citizens during 2020 
and 2021.  But those checks only explained a part of that spike in tax revenues.  The rest was created by 
surging economic activity, creating more wealth and income as usual.  Here’s the last picture. 
  



 
  

There are the past 18 months, in the green box.  The exploding red line is government spending; the first-
diving but then soaring blue line is tax revenue.  (Both are trailing 12-month totals.) So the gap between 
them, of course, is the Deficit.  Now we might peer closely at the gap.  As the spending line was blasting 
off for Mars in 2020, the result was a deficit which peaked at $4.1 trillion dollars:  a lot of money even for 
the Government.  But by last month that same deficit had fallen to $2.7 trillion dollars.  Also a lot of 
money, and only a dreamer would see it as good news.  But it is a fact, which means we must see and 
understand it if we want to grasp that entire Big Picture.  $4.1 trillion and $2.7 trillion are both terrible 
numbers . . . but they are going in the right direction, and as we investors keep our wary eyes on politics, 
these days, it is looking quite a bit like the “Who Cares About Trillions?” crowd in Washington has seen its 
high-tide of popularity and power, and just might be heading in only one direction as we look 
ahead:  down. 
  
It takes a lot of money-printing damage to move the U.S. economy from 2% inflation to 4% or 5%.  That 
damage has been done.  But it actually would take a great deal more damage to move it from 5% to 10%, 
much less into “hyperinflation.”  That damage might still show up in the Big Picture—but it’s not there 
yet, and the damage-to-date hasn’t stopped Main Street at all.  At Outlook we’re holding and buying more, 
as usual. 
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The remarks above aren’t a general recommendation to buy or sell particular securities.  Such decisions should 
only be made in the context of an investor’s own circumstances.  Stocks and bonds carry the risk of loss.  
 


