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With the continued economic recovery from the COVID-19 pandemic progressing in the 
first five months of the year, valuations in investment markets have reached record highs 
once again. Looking at the bounce back from COVID’s initial “gut-punch” to the economy, 
both increases in economic activity and stock market movement have been quite 
remarkable. 
 
Yet the economy is not without its areas of concern—particularly as it relates to two 
challenges: inflation and employment. 
 
We are seeing impressive gains in aggregate demand thanks to a coordinated effort by 
policymakers, the successful rollout of the vaccines, fewer social distancing restrictions, 
pent-up demand, and plenty of cash in hand. While some believe the benefits have been 
distributed unevenly, the policies sparking demand following last year’s lockdowns has 
been successful. But the supply side of the economy—the ability to produce the needed 
goods to meet demand—has been much less flexible, as evidenced by the shortages of 
various goods and commodities. The result: a spike in prices that has gotten the attention 
of investors at a time when stocks are priced for protection. 
 
Over the last 30 years, inflation hawks have sounded the alarm when concerns proved to 
be temporary. While today’s environment is different, the Fed still insists any uptick in 
inflation will be “transitory.” The word “transitory” was used nine times in Chairman Powell’s 
April press conference. Fed Vice Chair Richard Clarida said he was surprised by the April 
inflation report but maintained the Fed’s transitory line.  Needless to say, the effects of 
inflation on the economic recovery will have 
the attention of all. 

 
On the subject of employment, lack of 
childcare; fear of catching COVID; generous 
jobless benefits and even large stimulus 
checks, which may reduce the incentive to 
work, are all being blamed on the record 
number of job openings. But productivity 
efficiencies should also be examined. 
 
The dramatic rebound in U.S. economic 
output in the face of an underwhelming 
rebound in total U.S. employment could be 

  



construed as a concern. Said differently, U.S. total economic output (e.g., Gross Domestic 
Product) is back to, if not slightly above, its pre-pandemic peak at approximately $22 
trillion. Total U.S. employment measures 144 million employees – 8 million employees shy 
of the 152 million employees counted in February 2020. The U.S. economy is producing a 
lot more with a lot fewer workers. 
 
At a high level, that means the U.S. economy has been experiencing meaningful gains in 
productivity; companies had to, and did, become much more efficient during the pandemic-
driven downturn. Those gains in productivity should support future wage increases – a 
development which would reward those workers on the job today and should pull 
unemployed Americans back into the workforce.  
 
That said, a key question pondered today on Wall Street (in addition to whether the spike in 
inflation is transitory or structural) is how many of those 8 million American workers won’t 
be coming back to the workforce – either because of early retirement, health concerns or a 
skill set that is no longer relevant. How much spare capacity remains in the labor force, and 
how much of that capacity can be brought back online, will be a key determinant of how the 
economy performs over the coming years. 
 
How inflation and employment translate to market movement and momentum will be 
important to monitor. As always, I suggest that we focus on areas within our control—
namely planning and risk comfort. While market volatility is a byproduct of risk, potential 
changes to the tax code and not adjusting your plan to those changes could have a far 
greater impact on the long-term success of your plan. If you haven’t done so, I invite you to 
use this time to work with our team in keeping your plan up to date, and to embrace some 
of the online learning opportunities we have made available. 
 
As always, please don’t hesitate to contact us with questions or concerns. We are available 
for online or phone meetings, in-person meetings by appointment in Albany, and we hope 
to be fully open in our Walnut Creek office very soon. 
 
Thank you for your continued partnership. I look forward to speaking with you soon. 
 
Sincerely, 
   
Jason 
 
Jason Vitucci, CFP®, EA  
Financial Advisor 

 



Market Movement 

Asset Class Performance Year to Date through May 28, 2021 

Dow Jones Industrial Avr. (US Large Cap)        +12.8% 

MSCI EAFE (Developed International)              +10.4% 

MSCI Emerging Markets                                   +6.0% 

Barclays Agg Bond (US Corporate Bonds)       -2.3% 

Crude Oil                                                           +36.6% 

Gold                                                                  +0.5% 

The Social Distancing Recovery Dashboard is published by Cetera Investment 
Management weekly.  It illustrates measurements of various economic data as the 
economy begins to re-open & recover. 
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