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Quote of the Day: 

"The most important thing to remember is that inflation is not an 
act of God, is not a catastrophe of the elements or a disease that 
comes like the plague. Inflation is a policy.” 

- Ludwig von Mises  
   
What is Pricing Power? 

Much of recent economic news is about inflation and I’ve indicated that one of the best 
ways to protect your assets against the ravages of inflation is to allocate more toward 
businesses that have “pricing power” but what exactly does that mean? 
 
It has to do with the economic concept called “price elasticity” which is just a measure of 
the degree to which people change their demand or the amount supplied for a given 
product in response to price changes. For example, if the price of hamburgers goes up, lots 
of people will eat less hamburgers.  But if the price of gas goes up, you don’t have that 
many options, though more with the advent of electric cars.  Or if the price of tobacco goes 
up and you’re addicted to nicotine, well…you’re probably going to pay up.  So, if something 
is viewed as a necessity or “must have” it’s said to have lower price elasticity and 
therefore higher pricing power.  The businesses that produce and sell “must haves” have 
more pricing power, meaning they can continue to charge/pass through higher prices, 
even if widespread inflation is affecting their costs. 
 
Luxury products can have pricing power in that a brand with high social status often 
commands a higher price. Consumers might increase their demand in spite of higher 
prices, but they also increase their consumption when these brands lower their prices. A 
recent example that I’ve personally experienced is the Kentucky Bourbon, Blanton’s, 
which just a few years ago was not difficult to get and relatively modestly priced. With 
restricting supply and a strategic marketing campaign, Blanton’s took off in popularity and 
now commands a premium price. Luxury brands usually need to sustain high prices in the 
market. Lowering prices causes the brand to lose value. Demand for luxury products is not 
usually affected by modest inflation. 
 
Also, the relative scarcity of a resource or raw material can affect the pricing power 
significantly. In our recent workshop, I used an example from an appetizer menu that 



listed chicken wings for “market price” – a strategy usually reserved for fresh seafood or 
highly seasonal items rather than chicken, generally widely available. 
  
Threats such as disasters put the oil supply at risk, lead to higher prices from petroleum 
companies given the narrow availability of oil combined with widespread reliance by 
multiple industries.  Other commodities, such as building materials (lumber, cement, steel, 
etc.) have their own pricing dynamics and we’ve seen how the pandemic and 
government’s reactions to it have created a whiplash effect on their prices. This is why 
many economists expect a dampening of inflation once the COVID virus becomes endemic 
and we return to normal supply chains.  However, this discounts the unprecedented 
money creation by our Federal Reserve.  We’ve had decades of money printing without 
necessarily increasing our productivity and the same rate and that may make inflation 
more difficult or structural than many investors believe.  It’s astounding that we have 
almost 40% more money in the economy than we did about a year ago. 
 
Inflation is more about increases in money supply, not just increases in prices. Businesses, 
central bankers, legislators and executives that only focus on price increases run the risk 
of being surprised by economic disruptions.  This is all to say that we’re watching 
inflation, money supply and velocity numbers closely and tilting our portfolios toward 
hedging more against inflation pressure, partly by having exposure to businesses that 
have such pricing power.  There is no guarantee this will work but history indicates that 
such a strategy can help preserve and potentially grow a portfolio’s purchasing power.   
 

Authoritarian/Collectivist Comeback Continues 

It’s interesting and sometimes disheartening to watch the continued demand for more 
authoritarianism around the world.  Whether it’s China cracking down on Hong Kong, or 
the US electing a series of presidents who undermine the constitution by ruling with 
executive orders, or the sometimes-brutal COVID lockdowns in Australia, or the latest 
example of Russia threatening to invade Ukraine, we continue to see a trend toward 
collectivism in one form or another that threatens the rights of individuals. 
 
I had the opportunity to speak in Kiev, Ukraine a few years ago as part of the Free-Market 
Road Show put on by the Austrian Economics Center.  I’m no expert on foreign policy but I 
do know that there is a strong correlation between governments that protect the freedom 
and rights of the individual and the relative happiness, health, and prosperity that their 
people enjoy.  Conversely, the more authoritarian, collectivist and nationalist a country 
becomes, the more their people suffer.  Freedom works and the people who invited us to 
speak in Kiev were arguing for more of it.  They had seen the horrors of Soviet domination 
and subsequent corruption after the fall of the USSR and were advocating for real free 
market institutions, the rule of law, more Westernization, and a desire to join NATO.   
 
Today, there are a hundred thousand Russian troops on Ukraine’s border.  Putin has called 
the collapse of the Soviet empire “the greatest geopolitical catastrophe of the century” and 



has demonstrated his willingness to crush sparks of freedom within Russia’s borders as 
well as to expand his authoritarian rule over neighbors if he can get away with it.  Such 
aggression is rationalized by claiming Ukraine should be united with Russia as one 
culture, but this again is a collectivist argument and gives no legitimacy to invade.  Putin 
likely cares less about the shared history and more about his personal power and ability 
to squeeze Ukraine, Germany, and the rest of Europe via natural gas pipelines since the 
entire Russian economy is based upon energy resources.  His timing is interesting given 
that much of Europe has sacrificed their own ability to produce oil and gas.   
 
Good leaders realize the best way to ensure contentment and optimism among their own 
people and neighbors is through freedom and trade, rather than threats and force.  I don’t 
advocate American military involvement in Ukraine, but I do think it’s important that 
Americans become much more conscious of and vigilant against the authoritarian and 
collectivist trend in our own country.  Also, I do not abide by the recent chants that 
“American Democracy” is under siege, partly because I reject “democracy” as any kind of 
ideal.  Our country was founded on the idea of individual rights and the rule of law, not the 
rule of the mob where a majority can violate the rights of others simply because they’re 
larger in numbers or noise.  Democracy itself is often just another form of collectivist 
authoritarianism and we should, as Jefferson said, reject “all forms of tyranny over the 
mind of man”.    
 

Consolidated 1099s 

While many people still expect their 1099s in the first week of February, the IRS changed 
the requirement in 2008 to be postmarked by February 15, unless firms file for an 
extension. With the complexity involved in producing consolidated 1099s, the extended 
deadline gives firms more time to validate and avoid corrections.  However, many 1099s 
are ready now at www.advisorclient.com  - you just log in to your profile, go to 
“Documents” (second tab from the left) and choose “Tax Documents” underneath.   
 
Back by Popular Demand:  Ophthalmology Guest Speaker – April 27th 
We’ve developed a relationship with the University of Colorado’s Department of 
Ophthalmology and had Dr. Mandava, department head and a renowned eye surgeon, 
speak to us a number of years ago and have invited one of his associates, Dr. Marc Mathias 
to talk about the latest advancements in the treatment of macular degeneration, diabetic 
retinopathy, ocular trauma and other vision care. Mark your calendars for our next 
workshop and look for an invitation – we’ll likely fill to capacity quickly.     
  

Podcast & Book Recommendations  
I occasionally make recommendations of items I read, watch, listen to, etc. This time I 
would highly recommend a podcast I’ve been listening to the last few months on the 
recommendation of Krescent called The Huberman Lab, by Dr. Andrew Huberman.  Dr. 
Huberman is a neuroscientist and professor in the Department of Neurobiology at 
Stanford University.  If this sounds all geeky to you, well it sort of is but the reason I listen 

http://www.advisorclient.com/
https://hubermanlab.com/


to him is that he makes scientific topics understandable and applicable to the lay person.  
Recent episodes have been on optimizing your workspace, sleep, understanding your 
brain, and erasing fear and trauma.   
 
A book I read recently and highly recommend:  The Cave and the Light, by Arthur Herman.  
The subtitle is Plato Versus Aristotle, and the Struggle for the Soul of Western Civilization 
and that’s what it’s about – the massive influence these two thinkers have had through the 
ages and how their different worldviews have clashed to make the west what it is today. 
 

Enjoy Your February  
Hopefully you’re enjoying the new year and will celebrate your life’s progress, big or 
small, as we’re going through the thick of winter and look forward to the eventual 
springtime.  Let us know how you’re doing and if there is anything we can do for you. 
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