
This video discusses a research project initiated in 2021 focused on understanding inflation trends
and their impacts on financial markets and asset returns. Initially prompted by rising inflation
concerns, the study aimed to fill the gap in data depth regarding inflation, particularly since recent
inflation spikes were reminiscent of events from decades ago. The researchers gathered extensive
historical data on inflation and asset returns spanning back to 1875, enabling a comprehensive
analysis of various inflationary regimes.

Key findings reveal that inflation is a critical concern for investors, significantly impacting asset
class returns. High inflation periods (above 4%) tend to yield lower nominal returns on equities and
bonds, while moderate inflation (0%-4%) generally results in the highest active returns. Notably, the
paper highlights that stagflation, characterized by high inflation and economic stagnation, poses a
severe risk to investments, leading to particularly negative returns, especially in equities.

The study emphasizes the importance of a diversified approach to investment strategies across
different inflationary regimes and suggests that understanding these dynamics can aid in managing
associated risks, particularly for investors navigating uncertain economic environments.
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