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Higher interest rates are only one part of
the fight against inflation 
When the Fed raises interest rates, they are trying to reduce demand for money. The thinking 
is that if people have to pay more to borrow money, then less money will be borrowed because 
of the cost of acquiring that money. The opposite is true if the Fed is trying to stimulate the 
economy. By holding interest rates low, the “cost” of money is virtually nothing, so people (or 
entities) are willing to borrow and spend which should increase consumer spending and GDP. 

In hindsight, it appears the Fed was too slow to embark upon a policy of increasing interest 
rates to temper inflation, but interest rate policy is only one piece of our current inflation puzzle. 
Other contributors include things like stimulus transfer payments, supply chain disruptions, 
and rent and student loan payment moratoriums. The largest contributor to today’s inflation is 
likely the increase in the money supply. This is referred to as M2 and is a broad measure of 
the amount of money in circulation. It includes cash and checking deposits, savings deposits, 
money market securities and other time deposits. An increase in M2 means more money is 
available to purchase goods and services, and if those goods and services are both scare and 
in high demand, then inflation can increase rapidly.  

The long-term average growth rate of the money supply is about 6%. Due to the Covid related 
shutdowns of economies across the globe and the government response to it, the money 
supply increased at an annualized rate of 18% in 2020 through 2021. That increase put the 
money supply $4.6 trillion above its long-term growth trend. At first, this money didn’t do 
much. Individuals and businesses were happy to hold on to stimulus money because of the 
uncertainty of the pandemic, but as the initial scare subsided and more people began a return 
to pre-pandemic life, the demand for goods increased and many of the goods simply weren’t 
there. 

Once money has been created, it can be difficult for th Fed to “destroy” that money. They can 
work to control the growth of M2 which is now well below the historical average. Since the end 
of February, M2 has grown at an annualized rate of only 1.3%, and during the months of April, 
May and June, it grew by only 0.08%. If M2 growth can be contained, then over time the supply 
of money will return to where it would have been at the average growth rate of 6%. 

This decrease in the growth of the money supply is, in our opinion, a bigger determinant of 
inflation than interest rates. Higher interest rates alone likely won’t solve the inflation problem. 
Government spending and M2 must both be decreased to help bring prices back down.
 
Sources:
https://www.ftportfolios.com/Blogs/EconBlog/2022/6/28/the-monetary-surge-continues-to-ebb
http://scottgrannis.blogspot.com/2022/06/the-money-printing-press-has-all-but.html
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Stock dividend increases may set record in 2022
Stock prices may be down for the first half of 2022 but increases in dividend payouts could be at an all-time high 
based on data from the first quarter of 2022. A total of 963 dividend increases were reported in the first quarter. 
For the same quarter in 2021, there were 906 increases. This amounts to a year over year increase of 6.3%, and 
total increases amounted to $27.7 billion for the period versus $20.3 billion for the year prior. 

Stock buybacks are also on pace for a record year with 374 companies reporting buybacks of at least $5 million 
for the first quarter of 2022. Total share repurchases for the first quarter were $281 billion which was 4% higher 
than the record set in the fourth quarter of 2021. It is expected that buybacks will continue as companies take 
advantage of lower prices to retire shares which has the effect of lifting earnings per share due to the decrease in 
shares outstanding. 

The increase in dividend payments and share buybacks both imply strong corporate balance sheets and healthy 
free cash flow. Dividend increases are a welcome addition during market corrections because you “get paid to 
wait” while stock prices recover. 

Sources: 
https://www.nasdaq.com/articles/expect-dividend-increases-to-set-record-in-2022
https://www.yahoo.com/now/p-500-buybacks-set-quarterly-130000445.html

Financial Planning Center with Daryl Geffken

Is lifestyle creep ruining your retirement plan?
Inflation is top of mind for lots of people. Stretching the value of a dollar is something we’re all wrestling with, 
but there’s another type of inflation we rarely hear about: How easy it becomes to spend more money when we 
make more money. It’s common to hear the phrase “Don’t live beyond your means.” This often is understood as 
spending only what you make and staying out of debt. But this paycheck to paycheck approach fails to prepare 
you for the future. It can be hard to know how to proceed responsibly and continue building wealth while enjoying 
your newfound income. 

This phenomenon is known as “lifestyle creep,” and is the tendency to spend more as we make more.

Sometimes you scale up in the areas where you can scale back down if necessary, like restaurants or shopping. 
Nobody forces you to continue ordering Uber Eats and swinging by your favorite spot to eat on Saturday 
afternoons if you lose your job. Other times, people celebrate more income by moving into a nicer place and/
or upgrading their vehicle(s). The latter decisions are harder to undo—if you face a pay cut later, your mortgage 
lender is going to be less forgiving than your takeout delivery driver. Even with more money flowing into your 
accounts, the amount of money that’s staying in your accounts may not really be increasing.

While savings rates are positively correlated with high incomes, there are still many people earning six figures 
living paycheck to paycheck. Why? I often hear the fatalistic expression: with higher incomes, comes higher 
expenses.

Continued on next page
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I’m not a fan of living (or forcing my family to live) like a college student forever, so I use the axiom “Don’t live 
beyond your assets.” It considers income and overall wealth to determine how much money it makes sense 
to spend each year. It helps bring me back down to earth when I get sucked into the doom loop of justifying a 
better wake board boat for my kids.

One of the best ways of determining how to not live beyond your assets is to jump into the financial planning 
process, which compares your current salary, investment assets and lifestyle to help you determine your 
financial health as well as a roadmap to move toward a successful future. The idea is to help you maximize 
your life today as well as your life tomorrow; not at the expense of it. Contact us to get started! 

The consumer balance sheet is actually quite strong.
You may have seen recent headlines that consumer credit card debt is now at all-time highs, threatening any 
economic recovery and contributing to a recession. While it is true that credit card debt has now eclipsed 
prior highs, it has no context relative to the assets of the U.S. consumer. Remember that the sole purpose of 
any media outlet is to compete for your attention so you often have to dig for real facts on your own. Let us 
help. Yes, credit card balances rose to all-time high of $841 billion in the first three months of 2022, but the 
household debt ratio is at some of the lowest levels seen over the past four decades. The debt service ratio is 
simply debt payments as a percent of disposable personal income and it stood at 9.2% at the end of Q1 ’22. It 
was over 13% in the fourth quarter of 2007 before the global financial crisis hit. Total consumer assets are now 
estimated at $162 trillion with liabilities of $18 trillion. Of the $18 trillion in liabilities the majority of that, 65%, is 
mortgages. Student debt is 10%, auto loans are 7% and revolving (credit card) debt is 5%. The current debt 
load is likely not the thing that would tip the economy.

Sources:
https://www.lendingtree.com/credit-cards/credit-card-debt-statistics/ JP Morgan Guide to the Markets, March 31 2022
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Team Tidbits
Brad: 
OK, it’s true that experiencing your first grandchild is 
amazing. Shariae and I feel blessed to spend most of the 
summer with Bella. The Jolly Jumper and Otteroo have 
created special times for all of us. My son, Bradley, has been 
with us most of the summer escaping the heat in Texas. He 
has developed his own digital agency and has the ability to 
work remote. He has created several high profile projects. 
His girlfriend, Katy, spent a couple weeks with us and 
Shariae’s mom, Sandra, and her cute little dog, Tiki, were 
here for the 4th of July. We have been to Canada twice and 
I have a fun passport story if you want to be bored. I took 
two golf lessons that have improved my game and I recently 
carded my 5th hole in one. Have a great summer.

Darin:
We rafted the Snake River through Hells Canyon right after 
the 4th of July. Five days and four nights on the river without 
any internet or mobile service was truly blissful. We’ve now 
done the Lower Salmon, the Middle Fork of the Salmon and 
the Snake. And all of them basically in our backyard. Just 
another reason we’re thankful to live where we do. Now we 
will do what North Idahoans do best: squeeze every possible 
summer activity into the short two months of consistently 
nice weather we get. Hard to believe it but Teagan will be 
a senior in high school this year. We have no idea where 
she’s going to college at this point. She’s still on track to 
get her associate degree from North Idaho College at the 
same time she gets her high school diploma, thanks to the 
dual enrollment program. So we’re not really pressuring 
her on college at the moment. She’s already a bit ahead of 
schedule.

Daryl:
Summer finally came! I admit to being fairly cranky through 
our extended spring this year. Like you, I wanted to get 
out with the family and do the things we love most during 
this season: mountain biking, wake boarding, fire pits and 
s’mores in the evening (ask me for our variants on the 
traditional marshmallow/chocolate/graham cracker) and 
soccer… well, let’s face it: if it’s any season, it’s always 
soccer season. So far, we’ve been able to squeeze those 

things into a busy schedule. Justin raced at the regional 
track meet and qualified for nationals. Tyler has been all 
over for soccer tournaments—he and I even traveled to 
Wisconsin to watch our favorite team. Mara and I squeezed 
in a weekend to Napa with some friends. Got drenched at 
our CDA Independence Day Parade. We all went to Fargo 
for a huge reunion on Mara’s mom’s family farm. And oh 
yeah, Ty’s driving now… Check your surroundings more 
carefully when you drive this summer! Professionally, it’s 
been very meaningful to walk through financial plans with 
many of you. Getting to know your goals and offering a 
roadmap to achieve them brings me joy. So, thank you. 

Kate: 
Oh the dog days of summer! Once it arrived, it has been 
glorious! Kate had a rough spring with (another) surgery 
and slow recovery but she’s back in action.  We had to 
postpone our Italy excursion yet again. Terry has one 
year of retirement under his belt and confirms it IS all it is 
cracked up to be and highly recommends it. We were lucky 
enough to travel to VA to see kids/grandkids and had a 
fabulous time and our two local grandkids visit lots. They 
are the definition of ‘perpetual motion’. Here’s hoping your 
summer was full of friends, laughter, wine, BBQ, sunshine 
and s’mores.  

Stephanie: 
It’s been a weird summer with a late start. We’ve spent most 
of the summer with the exterior of our house torn apart and 
slowly sided over a two-month period. I’m hoping by the 
time you read this it’s finally finished and painted! Dawson 
is a little firecracker and keeps us on our toes as usual. 
She loves to play in the water, eat dirt, pet her “Ii-ey” aka 
Nizzy (our dog), help with throwing things in the trash and 
her version of unloading the dishwasher. Oh, did I mention 
the new jumping off of furniture skill?! Oh dear. She has 
become a sponge and we are taking notice! Anyway, I will 
start studying for the SIE and Series 7 exams this fall to 
become a registered associate. Wish me luck (I’m going to 
need it)! I hope you all had a great summer and we all get to 
enjoy a warm fall.  Take care of yourselves and as always, 
stay classy. 


