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MMT AND REAL ESTATE

T

hings are looking bad. Is there a
doctor in the house? The call goes
out over the hospital intercom:
“Dr. Howard Dr. Fine Dr.
Howard!” You think it’s a call for real
doctors in a real emergency. Except, Moe,
Larry and Curly show up dressed in hospital
intern garb. What follows is one of the
classics of slapstick, the 1934 Columbia
Pictures short “Men in Black.” All fans of
the Three Stooges will remember this one. We laughed at
their antics as they mal-practiced their way from one
patient to the next.

I’m not aware that the studio ever cast the trio as economic
con artists of the doctoral type, practitioners of the dismal
science. However, if it did, it could not have come up with
a wackier scenario than one dealing with today’s Modern
Monetary Theory (MMT). As MMT-ers, the Stooges would
be selling us suckers on the idea that we should stimulate
and spend, spend, and spend more because deficits don’t
matter. The MMT crowd’s thinking reminds me of a Will
Rogers quip that I read recently: “It ain’t what you don’t
know that gets you into trouble. It is what you do know that
ain’t so.”
John Maynard Keynes, the father of Keynesian economics,
is best known as the man who most prominently made the
case for government spending as a way out of an economic
downturn. He’s the stooge that started the ball rolling
towards MMT. However, as an astute value oriented
investor himself, even he would argue that pumping money
into an economy that is already overheating is likely to
trigger some unintended consequences. As he wrote at the
onset of the Great Depression in 1930: “We have involved
ourselves in a colossal muddle, having blundered in control
of a delicate machine, the workings of which we do not
understand…” Such a statement could apply to the
consequences of a year and a half’s worth of government
forced business curtailments, closures, stay at home orders,
and social distancing guidelines, etc., all supposedly based

on the science of the COVID pandemic.
The Federal Reserve has evidently decided to
pick one side of its dual mandate and run
with it as the playbook to cure the economic
mess we are in. Stimulate the economy to
lower unemployment and don’t worry too
much about long quiescent inflation rearing
its ugly head. Hence we have bond buying to
bring down long term interest rates (known
as quantitative easing) combined with
signaling financial markets that rates will stay low even after
the economy begins to recover (known as forward
guidance). As Peter Coy observed in a Bloomberg
Businessweek analysis, even Keynes admitted that monetary
policy ceases to be effective once interest rates approach
zero. Nor could Keynes account for stagflation with its
simultaneous high unemployment and high inflation.
The more seasoned of us will recall the 1970’s a decade in
which policy makers sleep-walked us into just such a
situation. As that decade ended and a new one began, we
were confronted with a 14.5% rate of inflation, 18.5%
mortgage rates and a stubbornly high 7.5% unemployment
rate. Interest rates are of course a barometer of anticipated
inflation and also a means of calming its run away nature.
Here is how Peter Coy describes the use of that vaccine:
“Inflation is a fixable problem, as former Federal Reserve
Chairman Paul Volcker showed. You just jack up interest
rates high enough to break the fever, with a deep recession
as an unfortunate but temporary side effect.”
When current Federal Reserve Chairman Jerome Powell
testified before the House Financial Services Committee in
March, he was asked if the recently passed $1.9 trillion
stimulus package will lead to increasing inflation. He
responded: “We might see some upward pressure on
prices. Our best view is that the effect on inflation will be
neither particularly large nor persistent.” It sounded like
he was signaling that the Fed is setting aside its longstanding
practice of pre-emptive interest rate increases to vaccinate
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the economy against a runaway bout of inflation. The Fed
will favor its other priority, full employment. Regardless, a
combined global economic recovery, which is already
underway this year, and domestic consumer optimism is
putting upward pressure on commodity prices. This is a
classic source of inflationary momentum.
Perhaps Mr. Powell should take a sabbatical and try being a
Realtor, a home builder or better still a home buyer or
renter for a while. He could join the ranks of the 1.45
million members of the National Association of Realtors, a
roster number that exceeded the 1.04 million homes that
were for sale nationwide at the end of January, 2021. He
might feel differently about inflation and rapid cost
increases. The National Association of Home Builders has
noted that rising lumber prices have added $24,000 to the

cost of building the average single family home and about
$9,000 per apartment unit. Even though building permits
for residential construction are being issued at the highest
rate since 2006; new construction and existing housing
supplies cannot keep up. Housing demand continues to be
pushed along by low mortgage rates and stimulus aided
higher savings levels. It is not surprising that across the
U.S. home prices are rising at their fastest rate in 15 years.
As a February, 2021 Wall Street Journal editorial by
Michael Bordo and Mickey Levy entitled “The Short March
Back to Inflation” concluded: “History is longer than the
past 10 years and its lesson is that the risk of inflation ought
not to be taken lightly.” Remember the doctor’s creed.
First do no harm.
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*FIXER UPPERS*
Bargains, lowest prices. These
homes need work. Call for a free
computerized list with pictures.
Free recorded message
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27 Quick and Easy Fix Ups to Sell Your Home Fast and for Top Dollar
DE, MD, PA – Because your home may well be your largest asset, selling it is
probably one of the most important decisions you will make in your life. And once
you have made that decision, you’ll want to sell your home for the highest price in
the shortest time possible without compromising your sanity. Before
you place your home on the market, here’s a way to help you to be as prepared as
possible.
To assist homesellers, a new industry report has just been released called “27
Valuable Tips That You Should Know to Get Your Home Sold Fast and for Top
Dollar.” It tackles the important issues you need to know to make your home
competitive in today’s tough, aggressive marketplace.
Through these 27 tips you will discover how to protect and capitalize on your
most important investment, reduce stress, be in control of your situation, and make

the best profit possible. In this report you’ll discover how to avoid financial disappointment or worse, a financial disaster when selling your home. Using a commonsense approach, you will get the straight facts about what can make or break the
sale of your home.
You owe it to yourself to learn how these important tips will give you the
competitive edge to get your home sold fast and for the most amount of money.
To order a FREE Special Report, visit www.charlieschwartz.com and select
Seller Tips from the side bar menu, or to hear a brief recorded message about how
to order your FREE copy of this report call toll-free 1-888-322-5252 and enter
1023. You can call any time, 24 hours a day, 7 days a week.
Get your free special report NOW to learn how to ensure a home inspection
doesn’t cost you the sale of your home.
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