
We sure love the summer here in the PNW! 
Sunshine, bike riding, hiking, and spending 
time with family and friends make us 
want to stretch every moment out of the 
beautiful, long summer days. 

We especially appreciate this summer a 
bit extra after a long year, and we hope 
you are enjoying genuine smiles, summer 
traditions, family trips and time with loved 
ones that may have even been postponed. 
Here at Financial Life Dimensions, we send 
you warm wishes of summertime fun! 
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INFLATION

Is it okay to let inflation run hot as the economy reopens? Inclusive employment and 
financial well-being is the goal according to the central bank.  This new view of higher 
prices departs from the past 40 years when the Fed met overheating inflation with 
rising rates.  What’s different this time around? Why is inflation not a concern? 

The Fed’s response has been that the spike in inflation is temporary, a mismatch 
between supply chains and the newly emerging consumer.  Once supply and 
demand are back in balance, Fed Chairman Powell says the pace of inflation will 
head back down.  The bond markets seem to agree as rates are still very low and 
getting lower.  

Productivity rates have jumped this past year according the Bureau of Labor 
Statistics to 3.2%.  That’s well above the past 30-year average of 2%.  Increased 
productivity is inherently disinflationary so there’s good reason to believe the Fed 
may be right.

There’s also something else that happens when prices jump quickly…. people 
change their behavior.  Spenders may hold off and producers may get greedy and 
churn out more goods.  The result of that two-fold response can lead to a plunge in 
prices.  Anyone seen lumber prices recently?

ECONOMIC COMMENTARY
NEW PATTERN OF LIFE

by James Pafundi
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As the summer gets going- family 
gatherings, vacations, eating out, working in 
the office, normal life is being restored. This 
is the much anticipated “return to normal” 
everyone’s been hoping for- the reversal of 
the stay-at-home orders during COVID.

At the same time, other big picture threads 
are affecting our financial lives such as 
government spending, careers, pressures 
of raising a family- all of these have been 
stressed by individual and collective 
response to Covid.

Ideas such as meme stocks driven by 
online forums don’t easily fit into the idea 
of returning to normal. There seems to 
be a recognition of new tensions pulling 
us into the unknown. Has the past year 
changed our patterns of life for good? The 
new patterns are difficult to predict.

Complexity of this post-Covid reality is 
why the core of Financial Life Dimensions’ 
investment process is flexible and 
adaptable – to change as the world 
evolves and markets change. Here are 
some of the macro themes on our radar:

• INFLATION
• DEBT
• BLOCKCHAIN
• WORK

Continued On Page 2



Univ. of Michigan Net % of Respondents View of Home Buying Conditions
Data as of 6/30/2021   Source: Horizon Investments, University of Michigan, Bloomberg
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As for home and cars, Americans seem to be souring as prices have 
skyrocketed.  University of Michigan’s June sentiment survey showed 
Americans thought it was the worst time to buy a home or a car in 38 
years, or since the early 80’s.

 
It is perhaps the most hotly debated issue amongst economists right 
now.  Has the pandemic permanently altered the government taxing 
and spending? Only time will tell which way inflation is headed.  

DEBT

It has been an accepted view for decades that modest government 
budget deficits are sustainable but that too much debt may lead to 
economic stagnation or even a financial crisis.  Academics who have 
studied this question of “how much is too much” have concluded that 
negative feedback loops start at 100% of GDP.

In order to rescue the shutdown economy, the Federal Government 
spending took off, lifting the debt to GDP ratio to 129% at the end 
of 2020 according the Federal Reserve Bank of St. Louis.  And the 
spending increases proposed by the Biden Administration (if enacted) 
would add significantly to that.

So what’s been the fallout? No broken auction of Treasury bonds, no 
precipitous drop in the value of the Dollar vs its peers, and foreign 
demand remains robust.  

If the pandemic proved anything, it was that trillions of debt fueled 
spending could gather wide support in Congress and be absorbed by 
the financial markets without protest.

What are the risks with this type of deficit spending? One, we may 
not know we’ve exceeded the limit until it’s too late because after all, 
there is no way to reliably predict the future.  And two, as history has 
shown us, all this new spending may not solve our problems, leaving 
our nation further in debt and all the same issues.  

We are keeping close tabs on demand for US bonds and the trust 
investors place in the country’s ability to service its debt and foreign 
demand for American assets.  So far, there have been no concerning 
trends, yet this is a known unknown and may pose uncertain risk 
should they develop.

BLOCKCHAIN

Blockchain, the peer to peer technology that makes crypto currencies 
possible, is currently un-hackable. It can make transactions faster 
and less expensive. It has the potential of being revolutionary, but 
right now, it’s chaotic to say the least. The challenge is so much more 
than technology. It’s the people, businesses and institutions that will 
have to become comfortable with the virtual. Of primary concern 
is regulation has yet to be written and its short history (invented in 
2009) means not a lot is known.
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WORK

Work from home and the current tight labor market has for the time 
being shattered the power of companies to dictate how and where 
employees work.  Flexibility is the new buzzword.

Besides, if you’ve proven you don’t need to be in the office to do your 
job, should you ever have to go back to one? What was reality for just 
a few select workers before Covid is fast becoming a top demand for 
many cubicle warriors post-pandemic.

Who can blame them for being adamant about the perk, given there 
could be enormous financial benefits of working from anywhere? It’s 
possible Covid will break the iron grip that just a handful of expensive 
cities had on being home base for high-tech companies.

Young workers and families discovered in 2020 that they can put down 
roots in less-dense, less-expensive suburban and rural areas that were 
ignored over the years. Economic benefits of high paying jobs may be 
spread more evenly across the country.  People may be able to enjoy a 
better work-life balance that wasn’t possible with long commutes. 

The economic forecasts set forth in the communication may not develop as 
predicted and there can be no guarantee that strategies promoted will be 
successful. The opinions voiced in this material are for general information 
only and are not intended to provide specific advice or recommendations for 
any individual. All performance referenced is historical and is no guarantee 
of future results. All indices are unmanaged and may not be invested into 
directly. Stock investing involves risk including loss of principal. Government 
bonds and Treasury bills are guaranteed by the US government as to the 
timely payment of principal and interest and, if held to maturity, offer a 
fixed rate of return and fixed principal value.

In the End,
We are Returning to
a Different Normal

The reopening of the economy, redefining how we work, live 
and play present life’s rhythms beating out a new pattern.  
There should be little doubt that the pieces of our lives put in 
motion by the pandemic will ensure that the process will be 
complex for countries, institutions, the markets, companies 
and individuals.  

We believe Financial Life Dimensions can play an important 
role in helping our clients navigate through the twists 
and turns that lead the nation and the globe into a new 
equilibrium, embrace uncertainty, and keep a cool head 
amid times of trouble and perplexing questions.

They say the only thing constant is change.  And because of 
that, no matter what comes, people find a way to adapt.  

May you all find peace and settle into what will become a 
new pattern of life.
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A properly drafted will or trust is essential 
for anyone that has assets to leave 
to heirs. Either a will or a trust allows 
you to designate anyone you wish as 
beneficiaries. Both a will and a “revocable 
living trust” allow you to identify who the 
heirs to your assets will be.
 
The main difference between the two 
is that assets held in a trust will avoid 
probate upon one’s passing, which is 
inhibitive to the heirs and costly. A trust 
structured as a revocable living trust can 
help shelter family assets from taxes 
by properly placing assets within the 
trust. For 2021, the first $11.7 million (per 
individual) $23.4 million (per married 
couple) is excluded from estate taxes with 
any assets over that amount taxed at the 
Federal Estate Tax Rate. 

If you own property in another state, a 
living trust eliminates the need to probate 
that property in that state. A living trust 
can immediately transfer management of 
your property if you become incapacitated 
either physically or mentally. There is no 
need to go to court to appoint a guardian 
or conservator. 

If you choose to create a living trust, you 
should also create what is called a pour-
over will. It provides for the distribution 
of any property that is not included in 
the trust. It will also allow you to name a 
guardian for any minor children. 

Source: IRS

Demographics and population data are carefully tracked by the Census Bureau in order 
to better determine what the United States may look like in the future. 

Over 73 million minors, under 18 years of age, currently out number 46 million older 
Americans, 65 and over. Younger citizens help spur economic growth and provide 
essential workers for the labor market. The demographical make-up of the country has 
been driven by the baby boom generation for decades. Those born between 1946 – 
1964 have shaped the economic status of our country while providing economic growth 
and vitally skilled workers. The first wave of baby boomers reached 65 years of age in 
2011, starting a massive shift of individuals from working status to retirement status.

The Census Bureau estimates that by 2035, those age 65 and older will begin to out 
number 18 years old and under. The number of 65-year olds and older will rise much 
faster than those 18 and younger creating a strain on the U.S. job market and economy. 
By 2050, it is estimated that there will be nearly 90 million Americans aged 65 and 
older. The shrinking pool of minors will eventually lead to lower population growth 
thus creating a drag on economic growth. A growing elderly population is expected to 
impact already strained Medicare and Social Security.  

Source: U.S. Census Bureau

65-Year Olds 
Projected To 
Exceed
18-Year Olds
Domestic 
Demographics
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Benefits Of A 
Trust Versus a Will 
Estate Planning



Businesses across various industries are experiencing higher input costs such as 
fuel, freight, labor, and materials including steel and aluminum. In order to maintain 
margins and profitability, companies need to raise prices on goods and services, 
passing the increased costs along to consumers.   

An expense affecting almost all sectors of the economy is freight, where costs have 
escalated dramatically due to a shortage of qualified drivers and higher fuel costs.

Consumers have so far resisted the higher prices they’re seeing, meaning that paying 
more has not deterred their buying. Economists see this as a precursor to consumer 
inflation, when the overall price of goods and services increase. The challenge for 
consumers is that the bulk of rising prices is affecting essential products and food, 
which many people just can’t do without. 

Sources: Labor Department, BLS, Department of Transportation

Not since the days of inflation and high 
interest rates have Certificates of Deposits 
(CDs) been perceived as a viable source 
of income for retirees and conservative 
savings for working individuals.

For years, banks used CDs as primary 
marketing products to attract new 
customers and help build deposit bases. 
As rates fell substantially, CDs became less 
attractive, incentivizing banks to find other 
products to sell. The historically low rates 
of today have created CD yield wars with 
rates from .25% to 1.00%, rates not seen 
since 2002.

Contrary to what most people think, a 
CD isn’t as liquid as many believe. Banks 
restrict access to the funds until the 
maturity date of the investment and impose 
penalties for early withdrawals.

Data compiled by both the FDIC and the 
Federal Reserve over the decades has 
carefully tracked CD rates offered by banks 
nationwide. The average 3-month CD as 
of this past month has a rate of 0.09%, a 
fraction of a comparable 3-month CD in 1983.

The primary drawback of using CDs as an 
investment is that a fixed rate over a short 
period of time doesn’t produce the growth 
that stocks may produce over a long period 
of time. So when a 3-month CD paid 13.78% 
in 1979, the inflation rate of 13.3% that same 
year translated into earning a meager half 
percentage difference in real terms net of 
inflation. The challenge today, even with low 
inflation relative to 1979, is that the average 
3, 6, and 12-month CD rate is still below the 
current rate of inflation.

Source: Federal Reserve Bank of St. Louis

CD Rate History - 
Historical Note
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As home values have increased, so has the need to review insurance policies to be 
certain that appropriate coverage is in force. It is recommended that homeowners 
review their current coverage on their insurance policies in order to avoid under 
coverage circumstances.

When reviewing homeowners insurance, there are two basic types of coverage: 
replacement cost and market value. Replacement cost is the cost necessary to replace 
your entire home based on an estimated replacement cost. Market value is the amount 
that a buyer would pay to purchase your home and property in its current condition. 

Replacement cost is preferred because it takes into account current material costs that 
may not be reflected in a market value. Over the past year, the pandemic drove the costs 
of lumber and copper significantly higher, increasing replacement costs. Homeowners 
that plan to stay put and not sell should review their policies for appropriate coverage.

Source: Consumer Financial Protection Bureau, U.S. Bureau of Labor Statistics; 
Producer Price Index by Commodity: Lumber and Wood Products: Softwood Lumber

It May Be Time To 
Review Homeowners 
Insurance Coverage - 
Consumer Awareness

Companies Passing 
Higher Costs On To 
Consumers - 
Consumer Behavior
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The Emperor’s New Mind (1989) is an 
argument against the computability of the 
human mind.  The book explores math, 
computer science, philosophy, and physics 
all explained by a famous mathematician.  
He tries to answer the question ‘what 
makes the human mind so special and 
what quantum mechanics has to do with 
consciousness?’

According to the book, our brain’s design 
is much more complex than that of a 
computer.  It is very likely that our minds 
do not operate in a strict, deterministic 
way that the classical world view would 
suggest.  Roger believes our brains are 
more like quantum computers.  Our 
neurons can have hundreds of thousands 
of synaptic connections, which are 
connected in a much more random and 
redundant way than most electronic 
circuits.  And these connections seem to be 
constantly changing.  This is what allows 
for our brain’s plasticity- the brain’s ability 
to change within seconds, based upon our 
actions and our experiences.

And while we know a good deal about 
the structure and function of the brain, 
we don’t know exactly what gives rise 
to consciousness.  It is this conscious 
intelligence that allows us to take into 
account our thoughts, senses, and past 
experiences to make informed judgements 
about new and unexpected situations.  
Will computers become conscious?  We 
may soon find out.  The age of quantum 
computers is upon us now.

Book
Corner

by James Pafundi

The Emperor’s New Mind
by Roger Penrose

For decades the U.S. dollar has been the most dominant of the reserve currencies in 
the world. The liquidity and transparency of the dollar versus other world currencies 
has made it the primary reserve currency for foreign governments and international 
trading entities.  

Dollar supremacy has recently become more challenged as the U.S. struggles with 
a growing budget deficit and expanding Treasury debt, which can put downward 
pressure on a country’s currency. A weakening dollar may also become inflationary for 
U.S. consumers by limiting purchasing power as well as increased borrowing costs for 
the U.S. government. 

The most recent data compiled by the International Monetary Fund (IMF) show the 
U.S. dollar representing 59% of global exchange reserves, down from 65% in 2016 and 
the lowest in 25 years. Other expanding economies, such as China’s, have seen their 
currency gradually increase as a reserve currency status over the past few years. 

Sources: IMF Currency Composition of Foreign Exchange Reserves, Federal Reserve

Dollar Share Of 
Global Exchange 
Reserves Drops
To 25 Year Low
Currency Market 
Update
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What’s
Cooking?
What’s
Cooking?
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I love experimenting with different BBQ recipes. My current 
favorite summer grilling recipe is Chicken Shawarma! If you have 
never tried this, it is a must with all the bursting Middle Eastern 
flavors!  I love to serve this recipe with rice and grilled veggies, 
such as zucchini or peppers. Also, get some tzatziki sauce for the 
chicken and rice! This recipe is brought to you by Sylvia Fountaine 
from Seattle. She has wonderful, fresh, nutritious recipes. Check 
out her website: feastingathome.com. Enjoy!

Ingredients
2 lbs to 2 ¼ lb chicken thighs 
(boneless and skinless, or skin on -- see notes)

Shawarma Marinade:
• 2 tablespoons ground cumin
• 2 tablespoons ground coriander
• 8 garlic cloves, minced
• 2 teaspoons kosher salt
• 6 tablespoons olive oil
• 1/4 teaspoon cayenne pepper
• 2 teaspoon turmeric
• 1 teaspoon ground ginger
• 1 teaspoon ground black pepper
• 2 teaspoon allspice

Instructions
1. Soak skewers in water if using.
2. Place all marinade ingredients in a bowl and mix, or pulse in 

a food processor to make a paste.
3. Rub chicken on all sides with the marinade and let sit at minimum 

20 minutes (or up to 24-48 hours refrigerated). You can also cut 
the chicken into 1-inch cubes and marinate for skewers.

4. Grill chicken on a pre-heated  grill, on medium-high heat, 
closing the lid to the BBQ, until all sides have nice grill marks, 
about 8 minutes each side. Move to a cooler part of the grill or 
finish cooking chicken in a 350°F oven until cooked all the way 
through (170°F), about 10 minutes.  (Alternatively, you can bake 
the chicken thighs in a 375°F oven for 30-40 minutes)

5. Enjoy the chicken shawarma over Israeli salad, tabouli, Lebanese 
Slaw, or with rice and veggies, or as a sandwich with tzatziki,  pita 
bread,  tomatoes, cucumber and red onion.

by Gina Pafundi

visit: feastingathome.com

Notes
Feel free to use chicken breasts, understanding grilling time 
will shorten. I prefer thighs because they are pretty hard to 
overcook/dry out.

If using skewers: Make sure to soak wood skewers in water, 
at least 30 minutes so they don’t burn. Marinate the cubes of 
chicken in a bowl for at least 20 minutes, before skewering.



Travel & Adventure
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Every summer, I try to get together with my college roommate and 
his son for a Pacific Northwest Adventure.   We’ve climbed Mt. St. 
Helens and Mt. Adams, rafted the White Salmon River, and done 
some mountain biking around Mt. Hood.  This year we wanted to do 
the Pacific Crest Trail (the Mt. Adams to White Pass section), but the 
unusually large snow pack kept us from attempting the almost 70 
mile through-hike.  

Instead, we chose the Enchanted Valley Trail in 
the interior of the Olympic National Park.   We also 
wanted to see the coast, so we booked about 10 
miles on the Northern coastal section.   All in all, in 
the 6 days of hiking we covered about 40 miles.  It 
was spectacular.  But it didn’t really start off that way.

For starters, Southwest Airlines lost Syd and Will’s 
backpacks and other checked luggage for 36 
hours.   Worst of it being that the airline couldn’t 
find the luggage, so we didn’t know if/when we 
would be getting any of it back.  Syd finally got a 
call saying that his bags were ready to be picked up.  
We quickly threw all our stuff into the Land Cruiser 
and headed for PDX to retrieve the misplaced bags 
and then back on the 5 freeway to start our drive 
North.  We were back in business…. almost.

Because of Covid, all the National Parks were 
under some pretty serious new rules.   We had to 
make reservations for each campsite where we 
were staying in advance.  Anyone found on the 
trails without a permit would be asked to leave 
immediately. Being 36 hours behind our originally 
scheduled start time meant that our reservations 
were no good.  We called the ranger station from 
the car.  As luck would have it, the very same 
ranger who helped me many months before 
answered the phone and he remembered me!  We 
threw ourselves at his mercy.

After explaining our predicament, he proceeded 
to spend the next 90 minutes planning our new 
itinerary.  He put us in campsites that were not on 
the map because all the mapped sites were now 
full. He made sure that we had enough time to 
get to our first camp and worked our daily hiking 
distances to an acceptable 7-8 miles per day.  He provided all the 
necessary info for our “bear boxes” and how to get and return them.  
He was nothing less than amazing.  I guess it really is a case of who-
you-know, even when it comes to backpacking in the national parks!  
We were just grateful to be on our way and have a workable plan.

The hike through the Enchanted Valley is rated as 
one of 20 bucket list hikes in the world according 
to Outside Magazine.   And it did not disappoint.   
Hiking along the East Fork of the Quinault River 
through the old growth forest was amazingly 
beautiful.  The river was raging with freshly melted 
snow and the weather was perfect, a significant 
change from the typical 265 inches of rain that the 
park normally gets.

After doing some 30 miles in the interior of the 
park, we headed for the coast.  “Beautiful” is not 
an adequate description.  It was spectacular.  Not 
one speck of trash or man-made debris.  Water 
was a little more difficult to come by as we had 
to rely on much smaller streams that could easily 
be missed if you weren’t paying close attention.  
Dealing with the tides and some rather challenging 
terrain made planning our mileage difficult.  It was 
a true adventure because we really didn’t know 
what to expect around the next corner.  

On our first morning, I was awakened by a very loud 
crow squawking and squawking.  He was making 
such a racket that I was tempted to throw my shoe 
at him.  Didn’t he know it was 5 A.M.?  Then he 
flew directly above me in the tree to which I had 
attached my hammock and continued to make a 
racket.  I thought, “Holy cow, what’s wrong with 
this bird?” Just then, a raccoon came walking right 
up onto my hammock.  I quickly shooed him away.  
That bird was warning me!  I was shocked and 
amazed at what had just taken place.  For the rest 
of the day, I was splitting my protein bars with my 
new crow friend.  Something tells me this wasn’t 
his first time doing this.

It was a great trip.  I was happy to be outside, away from the desk and 
enjoying an amazing part of Washington State.  If you ever get a wild 
hair and want to do some beach camping, let me know.  I’ll give you 
the inside scoop.

1516 Hudson Street, Suite 202
Longview, Washington 98632

by James Pafundi

Securities and advisory services offered through LPL Financial, a registered investment advisor. Member FINRA/SIPC.
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