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Chapter 1 – Inflation Is a Tax You Never Voted For
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Inflation is not merely an economic statistic. It is a transfer of wealth – quiet, persistent, and unavoidable. Unlike income taxes, sales taxes, or property taxes, inflation requires no legislation, no recorded vote, and no public consent. It operates invisibly, embedded in prices, eroding purchasing power one transaction at a time.

This invisibility is precisely why inflation is politically convenient. There is no tax bill to protest, no ballot initiative to repeal, no clear line of accountability. The loss arrives diffusely, spread across millions of purchases and quietly absorbed by households who are told the economy is “strong” even as their budgets feel increasingly fragile.

This is why inflation is often misunderstood. People are told inflation is “down” when the rate of price increases slows. But households do not live in rates. They live in price levels. When inflation falls from 9 percent to 3 percent, prices do not fall. They just rise more slowly. The damage already done remains.

In practical terms, that distinction is everything.

A household earning $80,000 or $100,000 per year does not reset its cost structure when inflation moderates. Rent does not drop back to pre-inflation levels. Insurance premiums do not reverse. Grocery bills remain elevated. Utilities, healthcare, transportation, education, childcare – each absorbs the inflation permanently. The paycheck stretches less far year after year, and the loss compounds.

This erosion feels personal because it is. Families respond by cutting savings, delaying retirement, taking on credit card balances, or working longer hours just to maintain a lifestyle that once required far less effort. Inflation quietly converts stability into stress.

Inflation also functions as a regressive tax. Those with assets – real estate, equities, private businesses – often benefit or at least partially offset losses as asset prices rise with inflation. Those dependent on wages, fixed incomes, or savings bear the full burden. Retirees see purchasing power collapse. Younger workers face higher costs without accumulated assets. Low-income households spend a larger share of income on necessities, where inflation hits hardest.

This outcome is not accidental. Inflation is the predictable consequence of policy choices that prioritize debt expansion over fiscal discipline. When governments spend far more than they collect and central banks accommodate that spending, purchasing power must absorb the imbalance somewhere. Inflation is where it lands.

Reasonable people should ask a simple question:

	If inflation were truly temporary, why does it always follow periods of heavy borrowing and monetary expansion?


The answer is uncomfortable but unavoidable. Inflation is the release valve of excess debt. It allows obligations to be met in nominal terms while real values decline. It keeps the system functioning while households quietly lose ground. It avoids explicit default while achieving much of the same effect.

That is why inflation is tolerated longer than any other adjustment mechanism. It delays crisis while spreading pain broadly enough to mute resistance. But tolerance does not mean sustainability. Inflation compounds damage. It distorts incentives. It penalizes prudence. And once inflation expectations become embedded, removing them without triggering recession – or worse – becomes extraordinarily difficult.

Inflation is not a policy failure in isolation. It is the symptom of a system that has chosen borrowing over restraint for far too long.

And like any hidden tax, it keeps rising until people finally notice they can no longer afford to ignore it.
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Chapter 2 – The COVID Shock Was the Spark, Not the Fire
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The surge in inflation between 2021 and 2023 is often framed as an anomaly – a once-in-a-century pandemic shock followed by temporary supply disruptions. That explanation is comforting. It implies the problem has passed. It suggests that with time, patience, and modest policy adjustment, the system naturally reverts to stability.

That explanation is incomplete – and dangerously misleading.

COVID-19 did not create inflationary vulnerability. It exposed it.

Between 2020 and 2022, the US government spent roughly $5 trillion in pandemic-related fiscal measures, including direct transfers, enhanced unemployment benefits, business relief programs, and emergency support across multiple sectors. That spending did not occur in a vacuum. It was layered on top of a system already dependent on deficit financing, already conditioned to respond to stress with borrowing rather than restraint.

At the same time, the Federal Reserve expanded its balance sheet aggressively, purchasing trillions of dollars of Treasury securities and other assets while holding interest rates near zero. Liquidity flooded the system. Credit was cheap. Risk was underpriced. Money creation accelerated while productive capacity was constrained.

The result was predictable.

A powerful demand shock collided with restricted supply. Labor shortages emerged. Shipping bottlenecks formed. Commodity prices surged. Energy markets tightened further after Russia’s invasion of Ukraine. Prices responded exactly as basic economics predicts they would.

Inflation accelerated from 4.2 percent in April 2021 to 9.1 percent in June 2022, the highest level in more than forty years. The Federal Reserve responded with 15 rate hikes over roughly two years in an attempt to reassert control and restore credibility.

But the critical mistake is believing that once the emergency faded, inflation risk faded with it.

The underlying structure did not change.

Debt levels remained extreme. Federal deficits remained structural rather than cyclical. Interest costs rose sharply. Political incentives to restrain spending weakened rather than strengthened. Monetary credibility – once damaged – is not easily repaired.

Supply chains partially healed. Energy prices moderated. But prices did not return to prior levels. They ratcheted upward and stayed there. This ratchet effect is not incidental. It is the defining feature of inflationary episodes driven by debt and monetary expansion rather than isolated shortages.

Consider a simple illustration.

A $1.00 item experiencing three consecutive years of inflation at 4.7%, 8.0%, and 4.1% ends up costing approximately $1.18. That is an 18 percent permanent increase in just three years. Even if inflation falls to zero afterward, the loss remains. For households, this compounds across rent, groceries, insurance, healthcare, utilities, education, and transportation – categories that dominate real budgets.

Households do not experience inflation as an academic curve. They experience it as irreversibility.

COVID was not unique because it caused inflation. It was unique because it demonstrated how quickly inflation reappears when debt is used as the universal solution.

Reasonable people should ask:

	If one emergency required trillions in spending, what happens when the next arrives?


Pandemics are not the only shocks. Wars, natural disasters, financial crises, cyber disruptions, demographic strain, and geopolitical realignments all demand fiscal responses. In a system already saturated with debt, each response pushes inflation risk higher and reduces the effectiveness of traditional stabilization tools.

The problem is no longer whether inflation can be controlled in isolation. The problem is whether inflation can be prevented from becoming chronic in a system that has removed every alternative adjustment mechanism.

The fire was already burning.

COVID was merely the accelerant.

And the next spark will not be met with empty balance sheets or unused policy tools.
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Chapter 3 – Cumulative Inflation: Why Prices Don’t Come Back Down
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One of the most damaging misconceptions about inflation is the belief that lower inflation means lower prices. It does not. It means prices are rising more slowly. This distinction matters because cumulative inflation permanently alters cost structures.

Households feel this intuitively. When grocery bills, rent, insurance, and utilities spike, people adjust behavior. They cut discretionary spending. They borrow more. They delay savings. Even if inflation moderates, those behaviors persist because the underlying price level remains elevated.

This is why inflation expectations matter so deeply. Once people believe prices will remain high – or rise again – they stop trusting temporary relief. They plan defensively. Businesses shorten investment horizons. Workers demand higher wages. Lenders demand higher rates. The system hardens.

Cumulative inflation punishes patience and rewards immediacy. Saving cash becomes unattractive. Long-term planning loses appeal. Short-term survival dominates decision-making. These behavioral shifts are not reversed easily, even when central banks declare victory.

Deflation – the broad decline in prices – is politically and economically rare. Falling prices increase real debt burdens, discourage spending, and trigger defaults. Governments and central banks actively resist deflation because it exposes leverage. As a result, inflation is allowed to persist, while deflation is fought aggressively.

This creates an asymmetry: Prices rise easily. They fall reluctantly.

Reasonable people should ask:

	If prices never fully come down, how does purchasing power recover?


The answer is uncomfortable. It often does not. Living standards adjust downward. Expectations reset. What was once normal becomes unaffordable. Younger generations inherit higher cost bases with fewer assets. Social tension rises as reality diverges from official narratives.

Cumulative inflation is
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