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INFLATION CAN BE A SCARY WORD 
 
There are compelling reasons to adopt a wait-and-see approach.

Inflation can be a scary word for people who are retired. It’s code for “prices 
are going up, but my income may stay the same.”

The most recent reading on consumer prices put inflation back into the 
conversation. The Consumer Price Index (CPI) rose 0.8% in April 2021 and 
jumped by a greater-than-expected 4.2% year-over-year.1 

April’s increase was led by a 10% increase in used cars, with additional 
pockets of increases, notably in transportation services and commodities. 
Core inflation, which excludes the more volatile food and energy prices, was 
up a more modest 3.0% from April 2020.2,3

While there is good reason to be concerned about inflation, there also are 
compelling reasons to adopt a wait-and-see approach. 

Federal Reserve Chair Jerome Powell says today’s inflation will be transitory 
and attributed to the post-pandemic economic expansion. But others are 
not so certain. Warren Buffett has said price increases are more structural, 
meaning they are becoming part of the prices we pay every day.4,5

Inflation is just one factor considered when creating a portfolio. If inflation 
starts to trend higher than expected for a period of time, adjustments can be 
made. For example, if the Fed chooses to raise interest rates to help manage 
inflation, it may be appropriate to review a portfolio’s bond holdings. Longer-
term bonds can be more sensitive to interest rate changes.

We are keeping an eye on inflation and understand the concerns of our retired, 
or soon to be retired, clients. We work with professionals who monitor the 
economy and who can help interpret the recent government reports. But if 
inflation is starting to worry you, please reach out. We’d welcome the chance 
to hear your thoughts.

The market value of a bond will fluctuate with changes in interest rates. As rates rise, the value of existing bonds 
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typically falls. If an investor sells a bond before maturity, it may be worth more or less than the initial purchase price. By holding a bond to maturity, an investor will receive 

the interest payments due plus your original principal, barring default by the issuer. Investments seeking to achieve higher yields also involve a higher degree of risk.

Sources:

1. CNBC, May 12, 2021

2. U.S. Bureau of Labor Statistics, May 12, 2021

3. U.S. Bureau of Labor Statistics, May 12, 2021

4. CNBC.com, May 3, 2021

5. CNBC.com, April 28, 2021

RETURNS (AS OF 6/01/21)

ASSET CLASS INDEX 4 WEEK YTD 1 YEAR 3 YEAR
US Large Cap S&P 500 TR 0.50% 11.87% 37.5`% 15.40%

US Large Cap Dow Jones TR 2.14% 10.22% 34.41% 11.99%

US Small Cap Russell 2000 TR 1.25% 16.20% 63.28% 11.67%

International MSCI EAFE NR USD 2.73% 5.63% 36.85% 3.54%

Taxable Bonds Barclays US Agg Bond TR 0.19% -2.43% -0.48% 5.13%

2021 RETIREMENT CONFIDENCE SURVEY 

A deep dive into workers' expectations in retirement versus actual income sources.

Will your retirement dreams match your reality?

That's perhaps the most critical question to ask people who are currently retired. Was your retirement what you 
expected, or was it something else?

For more than 30 years, the Employee Benefit Research Institute (EBRI) has conducted the Retirement Confidence 
Survey, which gauges the views and attitudes of working-age and retired Americans regarding retirement and their 
preparations for retirement.1

Part of the survey takes a deep dive into workers' expectations for sources of income in retirement versus retirees' 
actual income sources.

Here’s a couple of highlights of the 2021 survey.

Only 33% of workers expect Social Security to be a significant source of retirement income. In reality, 62% of retirees 
say it's a major source. 
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Further, more than 50% of workers believe that workplace retirement savings plans will be a significant source of 
retirement income. But the 2021 survey found that workplace plans are a major source for only 20% of retirees.

Surprised? We’re not. These numbers are consistent year after year. Here’s another nugget to consider: 26% of workers 
plan to work for pay in retirement. In reality, only 7% of retirees do.

For most, retirement is the “next chapter” in life. It’s critical that your finances support your retirement vision, so there 
are no surprises when it's your turn. 

Let us know if there's a change in your retirement dream. We'd welcome the chance to hear what prompted the 
difference, and we'll be sure to make any needed adjustments in your financial strategy.

Sources:

1. Employee Benefit Research Institute, 2021 Retirement Confidence Survey

COLLEGE FUNDING CHOICES  

Explore the different ways you can help finance the costs of higher education.

How can you help cover your child’s future college costs? Saving early (and often) may be key for most families. Here 
are some college savings vehicles to consider.

529 college savings plans. Offered by states and some educational institutions, these plans allow you to save up 
to $15,000 per year for your child’s college costs without having to file an I.R.S. gift tax return. A married couple can 
contribute up to $30,000 per year. However, an individual or couple’s annual contribution to a 529 plan cannot exceed 
the yearly gift tax exclusion set by the Internal Revenue Service. You may be able to front-load a 529 plan with up to 
$75,000 in initial contributions per plan beneficiary—up to five years of gifts in one year—without triggering gift taxes.1,2

Remember, a 529 plan is a college savings play that allows individuals to save for college on a tax-advantaged basis. 
State tax treatment of 529 plans is only one factor to consider prior to committing to a savings plan. Also, consider 
the fees and expenses associated with the particular plan. Whether a state tax deduction is available will depend on 
your state of residence. State tax laws and treatment may vary. State tax laws may be different than federal tax laws. 
Earnings on non-qualified distributions will be subject to income tax and a 10% federal penalty tax. 

If your child doesn’t want to go to college, you can change the beneficiary to another child in your family. You can even 
roll over distributions from a 529 plan into another 529 plan established for the same beneficiary (or another family 
member) without tax consequences.1,2

Grandparents can also start a 529 plan or other college savings vehicle. In fact, anyone can set up a 529 plan on behalf 
of anyone. You can even establish one for yourself.1,2

Coverdell ESAs. Single filers with modified adjusted gross incomes (MAGIs) of $95,000 or less and joint filers with 
MAGIs of $190,000 or less can pour up to $2,000 into these accounts annually. If your income is higher than that, 
phaseouts apply above those MAGI levels. Money saved and invested in a Coverdell ESA can be used for college or 
K-12 education expenses.3
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Contributions to Coverdell ESAs aren’t tax-deductible, but the accounts enjoy tax-deferred growth, and withdrawals 
are tax-free, so long as they are used for qualified education expenses. Contributions may be made until the account 
beneficiary turns 18. The money must be withdrawn when the beneficiary turns 30, or taxes and penalties may occur.3,4

UGMA & UTMA accounts. These all-purpose savings and investment accounts are often used to save for college. 
They take the form of a trust. When you put money in the trust, you are making an irrevocable gift to your child. You 
manage the trust assets until your child reaches the age when the trust terminates (i.e., adulthood). At that point, your 
child can use the UGMA or UTMA funds to pay for college; however, once that age is reached, your child can also use 
the money to pay for anything else.5

Using a trust involves a complex set of tax rules and regulations. Before moving forward with a trust, consider working 
with a professional who is familiar with the rules and regulations.

Imagine your child graduating from college, debt-free. With the right kind of college planning, that may happen. Talk 
to a financial professional today about these savings methods and others.

Citations:

1.  IRS.gov, March 5, 2021

2. FINRA.org, 2021 

3. IRS.gov, March 5, 2021
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5. Finaid.org, 2021

 


