
Inflation has been much on everyone’s minds 

lately, particularly since the Fed voted to raise 

its target interest rate again in mid-March. How 

exactly does this impact your everyday life?  What 

does it mean for your retirement?  There are a whole 

host of consequences of inflation that we can  

expect to see in the future, all of them 

negative.  Let’s take a closer look at 

what they are and what you can 

do to prevent them.

    

The Problem with  
the Federal Reserve
For over a hundred years, the Federal  

Reserve System has had control over our nation’s  

monetary policy, gradually expanding the size and 

scope of its operations until it has become the  
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defacto central planning agency for economic  

policy.  Eight times a year, the twelve members of  

the Federal Open Market Committee – 12 unelected 

Federal Reserve officials – vote on whether or not to 

raise or lower their target interest rate. 

The ostensible reason for this is to keep 

the economy balanced, stimulating 

economic growth without over-

heating the economy, while also 

being able to cool things down if 

the economy grows too fast.  In 

practice, of course, it’s not that 

easy.  Central planning is and  

always has been a failure, whether  

it’s been practiced in Moscow, East 

Berlin, or Washington. 

Artificially manipulating interest rates is bad for 

the economy.  Interest rates are a price, the price 
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malinvested resources to more productive use.

On the flip side, when the Fed raises rates it risks 

pushing them too high, artificially curtailing de-

mand and contracting the economy.  That’s the 

problem with having 12 people determine interest 

rates. Interest rates should be determined by capital 

markets, so that borrowers and lenders can agree 

amongst themselves what interest rates should be.

 

How the Fed Causes Inflation
So how, exactly, does the Federal Reserve 

cause inflation? When it creates money out 

of thin air and purchases assets, it does so by  

purchasing  them from banks, normally through  

open market operations.  Banks loan that money 

to borrowers, and because of the fractional reserve  

banking system that exists in this country each  

dollar that is loaned out, then redeposited, then 

loaned again, then redeposited, etc. goes on to  
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of money and credit.  The Fed moves interest rates 

lower by creating new money and purchasing  

assets with them, moving newly created money 

into the economy.  It moves interest rates higher  

by selling assets, withdrawing money from the 

economy.  Neither one of these is beneficial. 

Keeping rates low for long periods of time is 

how the Fed creates financial crises.  Long-term  

projects that would have been unprofitable 

at higher interest rates suddenly become  

profitable when rates are low.  Businesses begin 

to expand their operations and engage in long-term  

capital intensive projects.  But because the economic  

growth came about from credit created out of thin 

air rather from saved capital, when those projects 

are brought to fruition there isn’t enough demand 

to keep those projects profitable.  Those resources  

were malinvested, put to a use that didn’t actually  

serve consumer demand. This is where we see  

bubbles bursting as companies start going bank-

rupt, laying off employees, and trying to put their 

“There are a whole host of consequences 
of inflation that we can expect to see in 

the future, all of them negative.”



create ten or more dollars in money and credit 

through the working of the money multiplier.  So each 

dollar the Fed creates out of thin air has a much larger 

impact once it works its way through the economy. 

As more money works its way through the 

economy, prices begin to rise, as more money  

is now chasing  the existing stock of goods.  

Prices for food, clothing, and housing start to 

increase, making it more expensive for people 

to live.  Of course, the people who get that new 

Fed-created money first get to use it before prices 

rise.  Those who don’t see that new money until 

after prices rise are the ones who suffer greatly. 

Because that newly-created money diminishes  

the dollar’s purchasing power, debtors are helped 

because they can pay back their debts in dollars 

that are worth less.  Savers are hurt, because the 

purchasing power of their savings is worth less and 

less every year.

     

How Inflation Affects Your 
Retirement Savings
When recession hits, markets will crash.  During the 

financial crisis of 2008, Americans lost an estimated  

$2 trillion in retirement savings.  Many IRAs and 

401(k)s still haven’t recovered from that blow. 

That means that many people who thought they 

would enjoy a nice comfortable retirement now 

are faced with not having enough money to live 

on once they retire.

In the meantime, currency is becoming devalued,  

so the amount of money you have saved won’t 

be worth nearly as much when you retire as it 

is today.  Most retirement savings plans don’t  

account for inflation, either.  They aim for a target 

amount based on the present purchasing power 

of money, and don’t anticipate the fact that their  

target sum won’t get them as far as they think it will.
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Some people hope to rely on Social Security to  

supplement the savings they’ve built up, but that 

poses problems as well. First, consider the fact that, 

without a major overhaul of the system, the Social 

Security “trust fund” is on track to be completely  

depleted by 2034, at which point you’ll receive only 

a fraction of the benefits you had expected.

Of course, the government is trying to stave off that 

depletion and make the fund last as long as possible. 

Unfortunately, in order to do that, they’re ignoring 

inflation.  It used to be that Social Security checks  

received yearly cost of living increases.  But those  

increases no longer actually keep up with the cost of 

living, and in some years there haven’t been any cost 

of living increases at all.  This year, checks are going 

up by about 0.3%. Meanwhile, the official inflation 

rate increased 2.5% year-on-year, or eight times the 

cost of living increase

 

Getting Rid of Social Security
It’s clear that the system has become unsustainable, 

and I believe it must be abolished for the good of 

the people.  Of course, it’s not feasible to make that 

happen all at once.  There are still plenty of retirees 

who rely on that monthly check, however small it 

may be, to make ends meet.

But younger generations should be able to opt out 

of Social Security if they wish.  By deciding not to 

collect, they won’t have to pay into the general fund. 

Then that extra money can instead go towards 

building up their IRA or 401(k). They’ll have more 

control over their nest egg, as well as the freedom 

to do what benefits them, rather than paying into 

a system that will be broke by the time they’re old 

enough to enter into it

  

Saving Responsibly in the Face of 
Financial Disaster
Of course, there’s still a flaw in this plan.  Giving 

younger members of the workforce the opportunity 

to invest in their 401(k)s instead of Social Security  

assumes that the stock market won’t also have 

tanked by the time they enter retirement. But as we’re 

“...without a major overhaul of 
the system, the Social Security 

“trust fund” is on track to be 
completely depleted by 2034.”
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seeing now, we’re headed towards another financial 

disaster which could easily deplete the money that 

younger savers are working so hard to put away.

Fortunately, there’s a solution.  By setting up a gold 

or silver IRA, you can protect your nest egg against 

the financial disasters to come.   As highly-demanded  

physical commodities, gold and silver have always 

acted as a hedge against inflation, retaining their 

value over time.

Twenty years from now, a dollar will be able to buy 

only a small fraction of what it can today—and what 

it can buy today is only a small fraction of what 

it could buy 20 years ago.  But gold continues to 

trend upward in value, maintaining its purchasing  

power over time.  If you buy a bar of gold today 

and sell it 20 years from now, the amount you get 

for it will be able to purchase approximately the 

same basic goods and services as the amount you 

bought it for.

Not only does gold resist inflation, it’s also not  

subject to the whims and volatility of the stock  

markets.  And in fact, gold tends to go up when 

the markets go down.  This makes it a perfect safe 

haven to protect your retirement savings. When 

the market crashes, you may lose your stock  

investments, but you’ll still have the money that 

you invested in gold. It acts as a cushion to help 

keep your nest egg safe.

Inflation is a major problem for anyone, but it’s  

especially troublesome for those saving for  

retirement.  To learn more about how to protect 

yourself and your savings, click here to request 

a free guide to gold and silver IRAs.  You’ll find 

out more about their benefits and how they can 

keep your nest egg safe, as well as how to set 

one up for yourself.

 

Along with the guide, you’ll also be signed up to 

receive my weekly reports on the economic  

issues that affect retirees, as well as instant access 

to the existing archive of my reports.  Don’t let your  

retirement savings suffer the repercussions  

of inflation, or fall victim to the impending  

economic crash. Learn how to protect yourself 

today. 

Call us today!  855-GOLD-IRA  855-465-3472
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