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The Markets
All eyes on inflation!
Inflation is the way economists measure changes in the prices of goods and services. The United States
has enjoyed relatively low inflation for a significant period of time. Last week, the consumer price index
indicated inflation had moved lower in May.
Inflation is our focus because it is at the core of two very different opinions that currently are influencing
markets and investors. A commentary on the Kitco Blog explained:
“One of the most important economic debates today is whether the economy will experience reflation
or deflation (or low inflation) in the upcoming months. Has the recent reflation been only a temporary
jump? Or has it marked the beginning of a new trend? Is the global economy accelerating or are we
heading into the next recession?”
Another key factor is employment. Traditional economic theory holds when unemployment falls (i.e.,
when more people are employed) inflation will rise because demand for workers will push wages
higher. That hasn’t happened yet in the United States even though unemployment has fallen significantly.
In fact, inflation remains stubbornly below the Federal Reserve’s 2 percent target, reported The
Economist. Regardless, the Federal Reserve believes higher inflation is ahead, so it raised the Fed
funds rate last week and indicated it was preparing to shrink its balance sheet if the economy continues
to grow as expected.
There is a group that disagrees with the Fed. They believe inflation will remain low regardless of
employment levels. Barron’s wrote:
“In the theoretical world, low unemployment threatens to unleash a torrent of inflation, which needs to
be staved off by tighter monetary policies. Back in the real world, disruption, innovation, and
competition relentlessly drive down prices while wage growth is hard to come by.”
The difference of opinion was apparent in stock and bond markets last week. In the bond market,
yields on 10-year Treasuries moved lower after the Federal Reserve raised rates. In the U.S. stock
market, the top-performing sectors were Industrials, which tend to do well when investors are
optimistic about growth, and Utilities, which tend to do well when investors are worried about the
future.

A CENTURY-OLD MEDICINE MAY HELP WITH AUTISM. Estimates from the Centers for
Disease Control suggest one in every 68 American children has been identified with autism spectrum
disorder. Few effective treatments have been found, but a medicine that has been around for more than
a century may prove helpful.
The Economist reported a very small human trial – only 10 boys were involved – showed a drug used
since 1916 to treat the sleeping sickness spread by tsetse flies, may help children with autism. The trial
paired the participating boys by age, IQ, and their level of autism. In each pair, one boy received the
drug and the other received a placebo:
“Every participant given suramin showed statistically significant improvements in their performance on
the tests at seven days. Those on the placebo showed no significant improvement. At 45 days, the
boys who were given the drug were performing better on the tests than they had before the infusion,

but it was clear that as suramin was leaving their system, their autistic traits were returning.”
The study’s results were published in the Annals of Clinical and Translational Neurology in late
May; however, the research summary did not include parent’s personal statements. The study’s first
author Dr. Robert Naviaux published those statements on his website.
One parent wrote, “Immediately after the infusion, a kind of inner cheerfulness started to come out.
When we were walking back to the car, he was holding me hand. He started giggling and looked up at
me and said, ‘I just don’t know why I’m so happy.’”
Another wrote, “In fact, his teachers at school were unaware of the trial and one day we got a note
from the teacher asking about what we had changed. We were naturally concerned and when we
asked they told us that, 'He has completed 3 weeks of schooling in 3 days!'”
Let’s hope larger trials prove the drug to be safe and its positive effects enduring.
Weekly Focus – Think About It
“If you’ve met one person with autism, you’ve met one person with autism.”
--Dr. Stephen Shore, Autistic professor of special education at Adelphi University
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