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Perspectives	
Inflation talk has been featured in the business news as well as in this 
newsletter for a few months now.  This month, the Consumer Price 
Index, both total and core, came in higher than expected.  Inflation 
was the highest since 2008 when the global economy began to 
bottom in the last crisis. The CPI rose 0.6% in May following a 0.8% 
rise in April.  If one annualizes the May number, inflation was up 
7.2%.  With such a number, one might have thought that interest 
rates would have gone up - investors demanding higher rates to keep 
up with higher prices.  However, the yield on the 10-year Treasury 
note went down.  After the inflation report, the 10-year rate fell to 
1.43%, the lowest level since early March.  For context, the recent 
high was 1.745%.  There are a couple of explanations for the break 
from conventional wisdom.  First, the markets may believe that the 
increase in prices is temporary.  As companies re-hire the supply of 
goods will increase.  Similarly as more supply comes on line, any 
panic buying will subside.  It has been said that the cure for higher 
prices is higher prices.  As items get more expensive, quantity 
demanded will fall, easing inflation.  The second possibility is that 
the Federal Reserve is actively buying bonds to keep rates low.  
Looking at the Fed balance sheet, there is consistent buying, about 
$22 billion in the week ended June 9 and another $54 billion for this 
past week.  The stock market, like bonds, had a benign reaction to 
the inflation news.  However, this week the Fed met.  Chair Powell, 
said, “You can think of this meeting as the talking-about-talking 
about tapering meeting.”  Stocks did not like that. Overall the stock 
market fell but if you look closely, not much was consistent.  Bonds 
rallied pushing Treasury interest rates lower.  Mortgage rates 
however went up.  Industrial, financial and energy stocks were weak.  
FAANGs and growth stocks did relatively well. Seems like the safety 
trade these days is to buy Treasuries and FAANGs.  For all the talk 
of inflation, commodity related stocks like miners dropped.  While 
the Fed indicated that maybe two rate hikes might happen in late 
2022 or into 2023, investors nevertheless used it as an excuse to sell 
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Taxes	

There is a lot of chatter about 
future US tax policy.  There are 
several proposals out there 
regarding income, capital 
gains and estate taxes.  
Investors should be cautious 
about making drastic moves 
before anything is finalized. 
Make sure to consult a tax 
advisor. 

Self-Help-First	

Grandparents want to help 
their children and grand-
children, financially.  Polling 
also suggests that older 
Americans are worried that 
they will become burdens on 
their family.  It’s important to 
make sure your financial plan is 
solid before helping others.  
Talk you your advisor.  See how 
to balance desires to help with 
the goal to stay independent. 

Fitness	

COVID has helped us all gain a 
few pounds.  Part of our post-
pandemic life should be to get 
in shape again.  Keeping the 
extra weight off helps keep us 
healthy.
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sectors that have had substantial recent run-ups.  Financials, miners 
and materials stocks have been very strong as re-opening trades. The 
Fed cooled them off.  The Fed is also trying to use its megaphone to 
move mortgage rates up a bit to try to alleviate some froth in the 
housing market.  All in all, it looks like we may be in store for a 
choppy month or so as investors re-balance over-extended stocks. 

Out	Of	The	Box	
Inflation is generally perceived as bad for bonds as inflation typically 
pushes interest rates higher and therefore bond values decline.  With 
stocks, the relationship between inflation and returns is less 
straightforward.  Inflation can help certain companies and hurt 
others.  In cases where inflation increases revenues faster than costs, 
inflation is a plus.  For companies that have significant debt, higher 
revenues from inflation allow for more dollars to pay fixed debts.  
Other things being equal, real estate, some industrials, and 
commodity miners/producers tend to perform during periods of 
inflation.  As for the question of raising interest rates, if the economy 
is going to be strong post-COVID, then if not now then when?  The 
voices in the market have been complaining that the Fed has kept 
rates too low for too long.  Now that the Fed may be indicating two 
hikes two years out, the market is still not happy.  Not long ago there 
were fears of deflation and negative interest rates.  Now that there is 
some inflation, “oh no now there’s inflation”.  Low wages and 
income inequality were also long-standing concerns.  Post-COVID, 
wages have picked up and now wage inflation is a concern.  The 
market likes to worry.  It doesn’t matter if the chatter is inconsistent.  
The path of the Fed is also likely to be dependent on whether an 
infrastructure plan is approved by Congress.  Continued fiscal 
support would allow the Fed finally to reduce monetary stimulus.  If 
there is a transition from monetary to fiscal stimulus, it’s unclear 
how the markets will react.  If economic growth and fiscal stimulus 
do happen and the Fed reduces bond purchases, we should see a 
steeper yield curve.  A steeper curve would be stimulative to the 
economy as it gives banks an incentive to lend.  This leads me to 
another market complaint - the Fed is the only game in town. We’ll 
see if that holds true. 

________________________________________________

This newsletter is for informational and educational purposes.  The thoughts expressed are not specific 
recommendations.  Readers should consult their financial, legal and/or tax advisor(s) before making 
investment decisions.  Before purchasing a mutual fund, investors should read the fund’s prospectus.  
Investors should understand the risks before purchasing an investment.  BrokerageSelect only conducts 
business in jurisdictions where it is registered to do so.  
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Something	Else	

Creating an estate plan is an 
important part of one’s complete 
financial plan.  In addition to the 
legal and tax issues and 
documents, it is important to be 
specific about the items we leave 
to our heirs.  The more specific, 
the easier it is for executors and 
trustees to administer the will 
and/or trusts.  A friend, Shani 
Majer, has developed an app that 
allows you to photograph and 
document personal belongings 
so that personal effects are 
catalogued and assigned to 
beneficiaries.  Go to 
www.will2click.com for more 
information.  The app can be 
found on iTunes and GooglePlay 
app stores.    

____________________________ 

BrokerageSelect is a boutique 
securities broker-dealer that sets 
itself apart by providing expert 
knowledge and dedicated service 
to our clients.  

BrokerageSelect	 	 	
364 West 117th Street Suite 5A	 	
New York, NY 10026	 	 	
877-301-1550 (v)	 	 	
	
www.BrokerageSelect.com 
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