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Inflation – From The Perspective of A County
Commissioner

“...but in this world nothing can be said to be certain, except death
and taxes.”
~ Benjamin Franklin

“Inflation is when you pay fifteen dollars for the ten-dollar haircut you
used to get for five dollars when you had hair.”
~ Sam Ewing

Unless you were hiding in a cave this past week you saw something similar
to what I saw when I logged on to my computer this past Thursday
(2/10/22)...

That’s right! Inflation broke last month’s 40 year record and is now the
highest it’s been since 1982. It came in at 7.5%. Well, that’s only true if
you agree with the “new” CPI Inflation calculation. If the CPI was
measured the way it was in 1982, inflation would be about 15% right now.

Nevertheless, I’m proud of The Fed for not tweaking the calculation even
more and at least recognizing that inflation is continuing to “get worse”
instead of being “transitory.”

Well, here’s the thing. We all know inflation is rising. For the past year,
we’ve all been watching prices rise (much higher than 7.5%). Sometimes
we’ve had to tighten our belts, haven’t we? Fortunately for us, while our
grocery bills have risen, so have our investments accounts, while the rest
of the stock market has been falling. Not everybody can say that.

But here’s the thing... As you all know, I serve as a Bernalillo County
Commissioner and I’ve gained a perspective I hadn’t had before. Inflation
affects our government’s pocketbook just like our own. And now I’ll let you
in on what I’ve been surprised to see.

Two years ago, local voters voted on a bond that was to pay for potentially
3 different county projects. At the time, the bond was enough to pay for all

three projects and voters approved it. Unfortunately, with costs
skyrocketing, the County officials have come to the realization that the
bond will only pay for one project. So now, the county has to pick which
two projects won’t get completed and which one project will.

No matter how you slice it, there will community members who feel ignored
or let down.

Bernalillo County has the highest credit rating possible. That’s a good
thing when it comes to bonds – the county can issue bonds at low rates –
and spend more money on the project and less on interest. Part of what
affects having a good government credit rating is making sure the bond
money is spent and then paid back.

But here’s an inconvenient aspect of government bonds. The county can’t
just skip all three projects and not move forward with spending the bond
money – if they do, their credit will be negatively affected.

Now, the finance and public works departments have to concede to the
power of inflation and pick one project instead of three that they will work
on.

Does that mean the two projects that get tabled are no longer needed?
Not at all! If the county is going to address these needs, they’ll have to
issue additional bonds – or at least get them on the ballot to be voted on.

And does this mean our taxes go up? Not exactly. Or, I should say, not
immediately. The county pays back these bonds with revenue they receive
from taxes, but they spend the majority of their revenue on many other
expenses – like the fire department, the sheriff’s department, and the
county jail. So what it does mean is that just like the Federal government,
the county will need to issue additional bonds to pay for more projects –
and the more bonds that are issued, the greater the possibility taxes will
need to be raised.

So, here are some lessons. First, inflation affects all of us – in obvious
ways as well as in not so obvious ways. Second, when it comes to raising
taxes, my position (if you live in my district) is to vote no. I’d rather
increase tax revenue by attracting new businesses and residents who add
to our tax pool – not raise taxes on those who’ve toughed it out this far.
Third, always pay attention to the bonds that you vote on. And fourth,
Greg and I are considering as many aspects of our economy and your
investment options as possible – and we don’t take anything for granted.

Signed Your Why-Are-People-The-Most-Quiet-During-SuperbowlCommercials-Instead-Of-During-The-Actual-Game Financial Advisor,
Walt
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