What you can do about Inflation!
By Rod Fraser

Since I am seventy-five years of age, the inflation of
the past year has not been a surprise. In the 1970s,
when I was in my mid-twenties to mid-thirties,
Canada and the United States experienced high
inflation for over a decade.
From an average inflation rate of 2% for most of
the 1960s, it increased to 5.4% in 1969. Then it
moved up to 6% in 1970, 12% in 1975 and hit a
high of over 14% by 1980. It was quite alarming for
those of us who lived through it, in that it was
accompanied

with

high

unemployment,

averaged 7% during the 1970s.

which

-2The standard means of reducing inflation is to
increase

interest

rates

and

to

cut

back

on

government spending. Alas, governments are slow
to do this. And certainly not at a time when there is
high unemployment. No one wants to see more
people out of work.
Two Presidents looked at this problem during the
1970s, then kicked it down the road, leaving it to be
solved next year ─ or by the next President. But
ignoring it forever was simply not possible. If
nothing was done, inflation rates of 25% to 35% (or
more) might have followed, with the debasement of
the currency a distinct possibility. Action was
required.
When Jimmy Carter was elected in 1976, the
stasis continued, until he nominated Paul Volcker as
Chairman of the Federal Reserve in 1979. Volcker
moved to increase interest rates modestly, then with
the support of a new President, Ronald Reagan, in
1980, he moved decisively to kill inflation for good.
Volcker reasoned that raising interest rates had
a positive side. While they did create more jobless
(short-term), they also created a sense of hope in
the country. People felt these harsh measures might
reduce inflation and restore the economy. He was
quite right in his thinking. I agreed with him at the
time.
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increased to 21.5% and a steep recession followed.
Unemployment rose to 10%. Inflation began to fall.
From a high of 14.8% in March 1980, it fell to 3%
by 1983. The recession lasted 16 months and ended
in November of 1982. Then the economy quickly
recovered and enjoyed strong growth for the next
eight years. By any measure, Volcker’s plan was a
success.
One can only wonder what would have happened
to the economy, if Paul Volcker had not come along.
It takes a lot of nerve to do what is right, when
people all around you are full of doubt and critical.
Luckily, we had the right man for the job. He was
there when we needed him.
There are two parts to this article. The first part, set
out above, is a brief history of how the inflation of
the 1970s came to be resolved. What I’d like to talk
about now, are the steps you might take in the next
few years to protect yourself from the inflation that
is now upon us.
Given that our current inflationary pressures can
be traced to the low interest rate policy of the last
ten years (or so), coupled with massive government
spending, it may be a long time before another Paul
Volcker comes along. In the meantime, you should
rely on your own sure instincts to keep your costs
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Here are my tips for coping in the next few years.
1)

Consider your own personal inflation rate. If

you don’t drive much, live in a small household and
own a home without a mortgage, your costs may not
increase at the same rate as a family supporting four
children, with two cars on the road.
2)

Postpone the purchase of any large ticket

items until the supply chain chaos of the past year
has leveled out and costs become more stable.
3)

Consider putting off buying a home. Interest

rates are likely to increase in the next couple of
years and housing prices may fall. If you do buy a
home, lock in a low interest rate for a longer term.
4)

Take a look at your costs and reduce them

where you can. The price of a donut at Tim Horton’s
increased 30% this past week. Coffee prices went up
4%. My brother (and his dog, Saxon) spend $10 a
day on coffee and snacks at a coffee bar near his
home (more than $300 each month). As costs
increase, he should change his behavior. I plan to do
the same. I’ll have coffee out (with friends) as a
special treat a couple of times a week.
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Do your own yard work. In the past, I have

hired people to cut my lawn and do various chores
around the house. I plan to do these chores myself
this coming year. It will save some cash and I’ll be
better off for the exercise.
6)

Consider investing in the stock market. GICs

are inflation losers, while investing in established
companies that are able to increase their prices in
the years ahead are a better hedge against inflation.
If you buy bonds, consider real-return bonds which
are indexed to the rate of inflation. If you buy GICs,
consider shorter terms if interest rates are low.
7)

Consider learning how to plant a small garden

to grow your vegetables. You never know how bad
things might get. I recall my aunt and grandmother
both kept gardens in their retirement years. During
the war, it was common to have a small garden to
help with the rationing of food. We might have to
learn some of these basic skills from the past.
8)

Give up on vacations that are costly and far

away. If your cost of living is more expensive, enjoy
your leisure closer to home. Take a car trip to some
of those charming little towns nearby. Based on my
experience, they can be lovely.
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Buy things in bulk when they are on sale. Rice

and pasta noodles purchased today will last a long
time, and their cost is only going to go up. The same
applies to many other staples such as canned goods
and toilet paper.
10)

Don’t be too quick to retire. OAS, Canada

Pension and private pensions are often higher if you
work longer. Since most of these sources of income
are inflation protected, the higher they are, the more
inflation protection you have.
11)

Cut out non-essentials. Alcohol, tobacco,

restaurant meals and other items may not be
necessary to your enjoyment of life. During the
lockdowns of the past two years, we have taken to
meeting with friends in our home, rather than
meeting in restaurants. Simple meals and good
company offer just as much enjoyment as high-end
restaurants.
12)

Look for less costly alternatives. We gave up

on Amazon Prime recently. We now use Hoopla for
TV streaming, a free service from our library. It
allows 20 titles each month, but coupled with DVDs
from our library, we have access to all the movies
we require.
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Turn your furnace thermostat down 8 degrees

Fahrenheit for the eight hours while you are
sleeping. This should save you $180 a year (at last
year’s gas prices). With the carbon tax, and rising
gas prices, the savings should be even more. Couple
this with lowering your thermostat 2 degrees
Fahrenheit during the daytime and you can expect
further savings of 2% of your gas bill. Same for your
hot water tank. Turn it off at night, and on again in
the morning, for more savings.
These are a few suggestions I have for keeping your
costs low and affordable with the coming inflation. If
any readers have further suggestions, send them
along and I’ll add them to the list.
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