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Q:  Will Cathie Wood or Jack Dorsey be correct on inflation? 

 

Brian Lockhart:  It is always interesting when you see people from different disciplines 
engage in debate on topics that are currently relevant. Jack Dorsey, co-founder of Twitter 
and Square, strayed a bit outside his typical lane when making economic comments about 
inflation, suggesting the US was going to experience hyperinflation in the near future. Dorsey 
leads a social media platform with over 206 million active daily users, so his statements are 
meaningful, even if they become just a self-fulfilling prophecy. Cathie Wood, famed investor 
and manager of Ark Investments known for investing in innovation and cryptocurrency, was 
quick to respond to Dorsey’s predictions. Not only did she suggest hyperinflation was not 
going to occur, she said the real issue we will be dealing with is deflation. You could not get 
further apart in your analysis than the two publicly shared.  

I would suggest the overwhelming odds are that Cathie Wood will be proven correct. She 
correctly points out that many of the price increases have resulted from supply chain 
disruption that is likely to be resolved by early 2022. While the government has spent 
obnoxious amounts over the last 18 months in response to the pandemic, the velocity of 
money continues to fall as it has done for the last decade. Ultimately, higher debt levels 
become deflationary as they serve as a barrier to growth. Wood points out that training cost 
for AI and machine learning are falling between 40%-70% per year and that companies will 
increasingly use robotics to reduce costs of products. 

 

Clint Pekrul, CFA:  That’s the million-dollar question. Cathie Wood, who runs Ark Invest, 
suggests that in the long-run, deflationary forces will overcome the current supply chain 
issues. Her stance is not too surprising, given her focus on innovation technologies. Jack 
Dorsey, who founded Twitter, is claiming that hyperinflation is around the corner, which 
means 50% price increases per month. So, Cathie’s and Jack’s forecasts are diametrically 
opposed. In the end, I think Cathie’s take on inflation will likely be closer to reality than Jack’s.  

There are secular trends at play that I think will lead to downward pressure on prices in the 
long-term. The first is demographics. An aging population in the developed world and slowing 
population rates don’t push aggregate demand higher, but lower. Second, technological 
innovation doesn’t tend to lead to higher prices (it’s a deflationary force). Lastly, globalization 
puts downward pressure on wages, and ultimately prices. I think what we are seeing today 
is simply the combination of extraordinary fiscal stimulus in the face of COVID, coupled with 
supply chain disruption. These are likely temporary forces, however. It would not be 
surprising to see inflation run modestly above the Fed’s long-term target of 2%, but this is a 
far cry from Jack’s hyperinflation scenario. 


