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Inflation’s fleeting nightmare.  It will return, one day. 
  

Last week’s nightmare—“Inflation Rockets!  Stocks Plunge!”—didn’t have much staying power, did it?  It 
gave us a couple of days of “Seas of Red” . . . only to end the week with the opposite, which is always nice 
heading into the weekend no matter how well we know all bets are off on Monday morning: 
  

 
  

The fleeting nightmare was sparked by this kind of picture: 
  

 
  



That’s the Producer Price Index rocketing up at a 6.2% annualized rate last month—far beyond the 
analyzing crowd’s forecasts.  It sure looks like it qualifies as a Nightmare at first glance.  That 6.2% number 
is the highest in more than 10 years.  The idea in the speculating crowd’s mind, seeing that number, was: 
“Here’s the end of the Federal Reserve’s “zero rates forever” policy,” and “Of course, rising rates will kill 
the market.”  
  
“Of course,” rising rates can kill the market . . . but they’ve done no such thing, through most of the last 
100 years of economic history.  But those fine points don’t matter to the speculating crowd, whose 
business is to make bets—mostly brief bets—on the instant impressions created by the passing 
news.  While we earnest investors are looking up those 100-year charts of rates and market behavior, 
hoping to debunk the speculators, that uncaring crowd will have moved on to the next impression, 
whatever it may be.  
  
Economist Brian Wesbury, as usual, gave us perspective.  The 6.2% rocket, up there, should indeed be 
temporary.  A year ago, producer prices were plunging across the board, as the Virus and Lockdown 
Nightmare gave both the spec crowd and Main Street something to be afraid of for more than a few 
days.  So last month’s recovering prices look so astounding mostly because last year’s prices were so 
astounding in the opposite direction.  And the rest of what’s behind that rocket comes from the “supply 
chain logjams” we’ve been hearing about for some time.  They are real—and they do trigger rising prices 
as everyone bids for scarce resources from auto chips to lumber.  They’re scarce . . . but most of them 
are temporarily scarce—as in a few weeks or months, not a few years.  Supply chain logjams, like traffic 
jams, do get cleared after a while.  
  
So that red spike up there isn’t the first stage of a rocket to the moon, and the Fed’s calm remarks about 
“temporary factors disappearing”, hence no need to raise rates, are more like sense than nonsense.  
  
What is nonsense, though—as Mr. Wesbury reminded us again—is the Fed’s idea that exploding the 
money supply by 25% to 50% (depending on who’s counting and how fast Washington DC spends the 
mind-boggling trillions it says it’s going to spend) will not give us accelerating, then possibly rocketing 
inflation in the years ahead.  That’s genuine nonsense . . . and at Outlook we suspect the Fed’s Chairman 
Powell and his governors are beginning to know it.  The acceleration and the possible rocket will take time, 
as such things always do:  12 months, maybe; 30 months, also maybe.  We can’t know.  The market, 
meanwhile, will have to face plenty of impressions grounded in solid facts, as well as the usual impressions 
grounded in silly headlines.  The facts will be about very strong companies making profits and bringing in 
a lot of cash.  Many will be helped, not hurt, by the early stages of rising inflation; and they won’t be 
bothered by the early stages of rising interest rates.  The later stages will be a different story—though 
companies with great financial strength won’t be crippled by those later stages either . . . because they 
can’t be crippled by much of anything.  So as we so often do at Outlook, we’re holding exceptional 
companies at good values, and watching carefully as the future unfolds. 
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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.  
  



 


