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April Rundown: 

Equity markets roared higher in April.  According to 
CNBC, the S&P 500 Index ended the month at an all-
time high with a YTD gain of over 17%.  We are now 
more than halfway through first quarter corporate 
earnings reports and per Bloomberg, overall results 
are on pace to surpass analyst predictions.  
Moreover, US real GDP growth came in higher than 
expected at +3.2%.  While investors are pleased with the state of things, some prognosticators say 
stock market advance is not sustainable – the end is near!  It is possible a decline could be around 
the corner.  However, bull markets don’t die of old age.  Can this market continue to defy skeptics, 
climbing their “wall of worry”?     

Why Do Economic Expansions Typically End? 

While the long-term trajectory of US economic 
growth is upward, it ebbs and flows in cycles.  Every 
cycle is different, but one factor that classically ends 
expansions is high inflation.  Inflation refers to the 
increase of prices for goods and services over time.  
In a high inflationary environment, purchasing power 
declines rapidly and so does the quantity of goods 
and services consumed.  Corporate profits are eroded 
by increasing input costs for materials and labor.  The 
Federal Reserve Bank tends to hike interest rates 
which tames inflation.  Unfortunately, at this point in 
the cycle, consumers and businesses tend to be over 
leveraged, so the rising debt service costs exacerbate 
the economic slowdown and a recession occurs. 

The Phillips Curve: 

What triggers a rise in inflation?  There has long been an 
inverse relationship observed between the rate of 
employment and inflation which economists refer to as 
the “Phillips Curve”.  Typically, during expansions, the 
unemployment rate falls, while labor costs and 
consumption rise, which increases inflation.  During 
recessions, the opposite happens.  This relationship hasn’t 
manifested itself in this cycle yet, but is a spike in inflation 
lurking?  We appear to be in a “Goldilocks” scenario with 
strong economic growth and low employment rates not 
triggering high inflation. 

The Economic Cycle. Image Source: 
www.Investhandbook.com 

The Phillips Curve.  Unemployment and 
Inflation Historically Have an Inverse 

Relationship.  Source: 
www.economicshelp.org 
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 Examining Current Unemployment and Inflation Rates:  

According to the Federal Reserve Bank, 
the civilian unemployment rate is near 
historic lows at 3.8%.  Unemployment 
has been relatively low for a long time.  
During the early part of this economic 
expansion from 2009-2015, the 
argument could be made that 
unemployment fell but so did “real” 
household income.  In aggregate 
household purchasing power was stagnant.  However, since 2015 things have changed.  Income 
growth has been robust and real median income for households in the US just hit a 35-year high.   

According to the Brookings Institute, since 2012 the Federal Reserve Bank has targeted an inflation 
rate of 2%.  However, in the time since then inflation has steadily been below that level.  The “PCE” 
inflation gauge currently sits at 1.96%.  If the US has been in a falling unemployment, rising income, 
low inflation environment for four years, what’s up with the Phillips Curve?  Why no rising inflation? 

How Long Can the “Goldilocks” Economy Continue? 

Nancy Lazar has been ranked as a top two 
economist as voted by Institutional Investor 
Magazine for 9 years straight.  Economists 
tend to make meteorologists look good 
when it comes to forecasting accuracy, so 
this type of consistency is impressive.  In a 
recent interview on Wealth Track, Lazar 
shared her opinion as to why we have low 
unemployment, good economic growth 
and low inflation – and why these 
conditions will continue for the 
foreseeable future.  Lazar feels the US has 
resumed a key role in driving global 
growth, identifying a positive structural 
shift she is calling the “story of the 
decade”.  She thinks the economy is getting 
healthier and two forces for economic good 
are converging.  Worker productivity is 
rising along with an increase in labor force participation for those of prime working age.  The 
surprise increase in labor force participation comes after 15 years of steady decline from the turn of 
the century.  This is positive for the economy and at the same time offsets inflationary forces.  Once 
a worker fully leaves the workforce they are no longer counted with the unemployed, so that figure 
may have been artificially low.  If she’s right and this trend continues, there could be more 
“Goldilocks” in store for those “Bears” (pun intended).  

Labor Force Participation for Civilians Aged 25-54 is Rising 
After Declining from 2000-2015. Source:  St. Louis Fed. 

US Real Median Household Income from 1984-2019. We 
are now at a 35 Year High. Source: St. Louis Fed. 

Productivity growth 2015-2018.  Nonfarm Business Real 
Output Per Hour of All Persons Source:  St. Louis Fed. 
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Retirement Classes: 

Heirloom wealth Management is proud to announce we will be conducting two educational 
retirement planning classes hosted at Metro State University’s Denver South Campus (located in the 
DTC).  Both classes focus on retirement planning, but each will have a different emphasis.  Classes 
and textbooks are free for Heirloom Wealth Management clients along with their friends and 
family members.  If you or someone you know would benefit, feel free to pass this information 
along.  Please send RSVP’s to rick@heirloomwm.com. 

Retirement Planning Today is designed for those preparing for retirement.   
 
Dates: Tuesdays May 7th & 14th from 6-9PM, -OR- Thursdays May 9th & 16th from 6-9PM 

Some topics covered: 

 Create a plan to retire early 
 Set your own goals for a “successful retirement” 
 Determine the amount of money you need to retire 
 Eliminate debt and improve cash flow 
 Integrate your finances with your goals and values 
 Use new tax law changes to your advantage 
 Properly allocate your assets within your employer retirement plan 
 Use 5 investment strategies to help minimize risks and maximize returns 
 Ensure your estate plan still functions properly under new laws 

Rejuvenate Your Retirement is designed for those already in retirement.   

Dates:  Thursdays May 30th & June 6th -OR- Tuesdays June 4th & 11th  

Some topics covered are: 

 Determine how many years your retirement savings may last 
 Calculate your IRS-required minimum distributions 
 Allocate your assets to minimize risks and maximize income 
 Calculate whether you should convert your IRA to a Roth IRA 
 Evaluate and plan for healthcare, long-term care, incapacity, and end of life decisions. 
 Identify the primary the primary threats to your retirement savings 
 Affording and enjoying travel, hobbies, sports, crafts socializing, business ventures & 

lifelong learning 

- Hope to see you there! 

MSU Denver South Campus 
5660 Greenwood Plaza Blvd. 
Greenwood Village, CO 80111 
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