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Merriam-Webster defines inflation as “a continuing rise in the general price level usually attributed to an 
increase in the volume of money and credit relative to available goods and services”. In other words, if the 
amount of money in the system rises substantially above the availability of goods and services in the economy, 
then supply shortages and price increase occur. This seems to be precisely what has happened. Money supply 
has increased dramatically, while availability of goods and services has simultaneously been constrained due 
to factory closures and labor shortages. Inflation is top of mind for investors today, and understandably so. 
Consumer prices rose 5% year over a year in May, the highest in 13 years.1 

Why then is the market shrugging off such drastic numbers? Here are a few potential reasons. 

Supply/Demand Mismatches

The latest increase in inflation can be attributed in large part to supply-demand mismatches during the 
economic restart. Supply chain disruptions and labor shortages are stoking inflationary pressures. As the 
economy opens and growth surges, the demand for goods, services, and labor has surged. The recovery in 
employment is still in the beginning stages, with 9.5 million people still out of work and an additional 6.4 million 
who have dropped out of the labor force completely.2 Job openings soared to record 9.2 million, showcasing the 
dramatic labor shortage.3 The combination of surging demand, insufficient workers, and factory closures have 
all caused bottlenecks in supply chains and shortages of goods and services.

By Justin Kittle, CFA, CFP®, CAIA® 
Vice President and Portfolio Manager, IMA WealthMarket Perspective

Sources: 
1 U.S. Bureau of Labor Statistics, Consumer Price Index Summary
2 U.S. Bureau of Labor Statistics, Employment Situation Summary
3 U.S. Bureau of Labor Statistics, Job Openings and Labor Turnover Summary
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Base Effects

Current inflation numbers are skewed by 
comparisons of last year, known as base effects. 
April, May, and June of 2020 were very troublesome 
for the economy, due to the impact of the Corona 
virus pandemic, so any comparison between then 
and now will obviously show significant price 
inflation. Gross Domestic Product (GDP) and inflation 
both spiraled downward as the pandemic was in full 
force last Spring. Fortunately, the market has been 
able to factor this in as alarming inflation numbers 
are released. As these base effects from last Spring 
begin to work themselves out of the data, inflation 
numbers should begin to appear more normal.

Volatile Categories

While the latest inflation numbers show a notable 
increase, past spikes have been transitory and 
can be sensitive to short-term moves in volatile 
categories like gasoline prices. In that respect, the 
fact that more than half of the gain in the Consumer 
Price Index (CPI) was due to five reopening-sensitive 
categories supports the argument that inflation 
pressures are temporary. Prices for new vehicles 
have soared due to a computer chip shortage that 
affected production. This in turn has caused the price 
of used vehicles to soar as well. Rental car prices 
are high because many companies sold off their 
fleets when demand collapsed during the pandemic, 
and airfares and hotel rates are rebounding as 
consumers begin to travel again. As we move 
through the second half of the year, we expect 
things to normalize and inflation pressures to ease 
as supply chains come back online. Inflation, wage, 
and commodity data will continue to be at the top of 
headlines as we move through the third quarter.

 Commodities: Commodity prices are also fueling 
inflationary fears. Many producers of energy, grains, 
and lumber miscalculated the pandemic and cut 
supply, only for demand to return much quicker 
than expected. This left suppliers to play catch-up. 
Lumber prices increased exponentially from May 
2020 to May 2021, sending shock waves through 
the homebuilding industry. The combination of 
production cuts and surging demand has caused 
lumber prices to skyrocket. Prices have fallen 
dramatically from the recent highs, which is another 
indication that inflation will be transitory, however 
still remain double pre-pandemic levels. Oil prices 
neared a three year high on improved economic 
activity and stronger demand. On June 6, 2021, West 
Texas Intermediate (WTI) crude rallied above $70 per 
barrel for the first time since October 2018.4 Talks of 
the new U.S. infrastructure bill also boosted future 
energy demand optimism. Tighter supply from the 
Organization of the Petroleum Exporting Countries 
(OPEC) has been a factor in the rising prices and 
could continue pushing oil prices higher throughout 
the summer travel season. 

As we look ahead to the second half of 2021 and into 
2022, we anticipate economies to accelerate as they 
continue to re-open, and any rise in inflation to be 
temporary. The U.S. has had a very effective vaccine 
roll out and should continue to lead the global 
economic recovery. Risks still remain; however, we 
will continue to closely watch developments in the 
markets. Fiscal and monetary policy, potential tax 
changes, and economic data will be front and center 
as we move through the third quarter. 
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If you have qualifying children under the age of 18, you may be able to claim a child tax credit. (You may also 
be able to claim a partial credit for certain other dependents who are not qualifying children.) The American 
Rescue Plan Act of 2021 makes substantial, temporary improvements to the child tax credit for 2021, which may 
increase the amount you might receive.

Child Tax Credit For 2021: Will You Get More?

Ages of Qualifying Children

The legislation makes 17-year-olds eligible as 
qualifying children in 2021. Thus, children ages 17 
and younger are eligible as qualifying children in 
2021.1

Increase in Credit Amount

For 2021, the child tax credit amount increases from 
$2,000 to $3,000 per qualifying child ($3,600 per 
qualifying child under age 6). The partial credit for 
other dependents who are not qualifying children 
remains at $500 per dependent.1 

Refundable Credit

The aggregate amount of nonrefundable credits 
allowed is limited to tax liability. With refundable 
credits, a taxpayer may receive a refund at tax time 
if they exceed tax liability. For most taxpayers, the 
child tax credit is fully refundable for 2021. To qualify 
for a full refund, the taxpayer (or either spouse for 
joint returns) must generally reside in the United 
States for more than one-half of the taxable year. 
Otherwise, under the pre-existing rules, a partial 
refund of up to $1,400 per qualifying child may be 
available. The credit for other dependents is not 
refundable.1

Advance Payments

Taxpayers may receive periodic advance payments 
for up to one-half of the refundable child tax credit 
during 2021, generally based on 2020 tax returns. 
The U.S. Treasury will make the payments for periods 
between July 1 and December 31, 2021. For example, 
monthly payments could be up to $250 per qualifying 
child ($300 per qualifying child under age 6).1

Phaseout of Credit

The combined child tax credit (the sum of your 
child tax credits and credits for other dependents) 
is subject to phaseout based on modified adjusted 
gross income (MAGI). Special rules start phasing out 
the increased portion of the child tax credit in 2021 
at much lower thresholds than under pre-existing 
rules. The credit, as reduced under the special rules 
for 2021, is then subject to phaseout under the pre-
existing phaseout rules.

For 2021, there is no reduction in the credit if the 
taxpayer’s MAGI does not exceed $75,000 ($150,000 
for joint returns and surviving spouses, $112,500 for 
heads of households). The credit is partially phased 
out for MAGI exceeding these income limits. At this 
stage, the credit is reduced by the lowest of the 
following three amounts:

 + $50 for each $1,000 (or fraction thereof) of MAGI 
exceeding these thresholds

 + The total increase in the credit amounts for 
2021 [e.g., if 3 qualifying children (2 under the 
age of 6), then $10,200 increased credit minus 
$6,000 pre-existing credit = $4,200 increase in 
credit]

 + $6,250 ($12,500 for joint returns, $4,375 for 
heads of households, $2,500 for surviving 
spouses); these amounts are equal to 5% of 
the difference between the higher pre-existing 
phaseout thresholds and the special thresholds 
for 2021
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The credit cannot be reduced below $2,000 per qualifying child 
or $500 per other dependent at this stage under this special 
rule for 2021.

However, the credit can be fully phased out for MAGI in excess 
of $200,000 ($400,000 for a joint return) under the pre-existing 
phaseout rules. The credit as reduced in the preceding stage is 
further reduced by $50 for each $1,000 (or fraction thereof) by 
which the taxpayer’s MAGI exceeds these thresholds.1

Sources: 
12021 Child Tax Credit and Advance Child Tax Credit Payments: Resources and Guidance

Debt poses a growing threat to the financial security of many Americans — and not just college graduates with 
exorbitant student loans. Recent studies by the Center for Retirement Research at Boston College (CRR)2 and the 
Employee Benefit Research Institute (EBRI)3 reveal an alarming trend: The percentage of older Americans with 
debt is at its highest level in almost 30 years, and the amount and types of debt are on the rise.

Debt Profile of Older Americans

In the 20-year period from 1998 to 2019, debt increased steadily for families with household heads age 55 and 
older; in recent years, however, the increase has largely been driven by families with household heads age 75 
and older. From 2010 to 2019, the percentage of this older group who carried debt rose from 38.5% to 51.4%, 
the highest level since 1992. By contrast, the percentage of younger age groups carrying debt either rose slightly 
or held steady during that period.3

Don’t Let Debt Derail Your Retirement
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Debt and the Age 75+ Population 

Mortgages comprise the largest proportion of 
debt carried by older Americans, representing 
80% of the total burden. According to EBRI, the 
median housing debt held by those age 75 and 
older jumped from $61,000 in 2010 to $82,000 in 
2019. The CRR study reported that baby boomers 
tend to have bigger debt loads than older 
generations, largely because of pricey home 
purchases financed by small down payments.3

Source: Employee Benefit Research Institute, 2020
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Consequently, economic factors that affect the housing market — such as changes in interest rates, home 
prices, and tax changes related to mortgages — may have a significant impact on the financial situations of both 
current and future retirees.

Credit-card debt is the largest form of non-housing debt among older Americans. In 2019, the incidence of those 
age 75 and older reporting credit-card debt reached 28%, its highest level ever. The median amount owed rose 
from $2,100 in 2010 to $2,700 in 2019.3

Medical debt is also a problem and often the result of an unexpected emergency. In the CRR study, 21% of baby 
boomers reported having medical debt, with a median balance of $1,200.2 Among those coping with a chronic 
illness, one in six said they carry debt due to the high cost of prescription medications.

Finally, and perhaps most surprisingly, student loan obligations are the fastest-growing kind of debt held by 
older adults. Sadly, it appears that older folks are generally not borrowing to pursue their  
own academic or professional enrichment, however, instead to help children and grandchildren pay for college.

How Debt Might Affect Retirement

Both the CRR and EBRI studies warn that increasing debt levels may be unsustainable for current and future 
retirees. For example, because the stress endured by those who carry high debt loads often results in negative 
health consequences, which then result in even more financial need, the effect can be a perpetual downward 
spiral. Another potential impact is that individuals may find themselves postponing retirement simply to stay 
current on their debt payments. Yet another is the risk that both workers and retirees may be forced to tap their 
retirement savings accounts earlier than anticipated to cope with a debt-related crisis.

If you are retired or nearing retirement, one step you can take is to evaluate your debt-to-income and debt-to-
assets ratios, with the goal of reducing them over time. If you still have many years ahead of you until retirement, 
consider making debt reduction as high a priority as building your retirement nest egg.

Sources: 
2 Financial Security at Older Ages, Center for Retirement Research at Boston College, 2020
3 The Impact of Rising Household Debt Among Older Americans, Employee Benefit Research Institute, 2020
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IMA is excited to announce our community report for 2020 is here. With the impact we made in the midst of a 
pandemic, it’s clear our team is dedicated to making a difference where we live, learn, and play. Here are a few 
quick highlights: 

 + Our fundraising events, Ping Pong on the Plaza, Pickleball, Pickle Jam, and Sandblast raised $125,000

 + The IMA Foundation provided grants to nearly 100 nonprofit organizations

 + IMA associates gave more than $75,000 in personal giving, and an additional $44,000 was donated by the 
IMA Foundation through our Matching Gifts program

IMA Foundation Announces 2020  
Community Report

Nancy Bowes is a Client Service Representative with IMA Wealth, Inc. in the Wichita 
office. Nancy works alongside IMA Wealth’s Advisors to assist them with all client support 
needs ranging from client account set up and monitoring, insurance planning, portfolio 
monitoring, and facilitating communication between the clients and their individual advisor. 

Nancy has an extensive investment background. Prior to joining IMA Wealth, Inc., she was 
Portfolio Administrator and Compliance Officer for Coe Financial Service, Inc. Her previous 

experience also includes serving as Financial Advisor for PaineWebber (now UBS) and as a Trust Officer for 
Southwest National Bank. She received an Associates Degree from Hutchinson Community College and holds 
the FINRA Series 7 and State registrations 63 and 65.

Let’s get to know Nancy:

 + First car – A white 1969 Camaro
 + Favorite season – Spring. I love getting outside after a long winter and planting flowers
 + Favorite book – The Stand, by Stephen King. I’ll read anything by him!
 + First Concert – The Eagles back in the 70’s
 + What’s something on your bucket list? – To finally finish all of my home improvement projects

Associate Spotlight

“Overall, 2020 was one for the record books and our associates 
truly embodied IMA’s mission. Protecting assets is what we do, 
making a difference is who we are.” Rob Cohen, Chairman & CEO, 

  IMA Financial Group

To learn more, click here to watch our video announcement or download IMA’s Community Report. 

https://www.youtube.com/watch?v=EG5mqsecA3w&t=3s
https://imacorp.com/wp-content/uploads/2021/06/2020-IMA-Community-Report.pdf
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This Day In Stock Market History – July 8th 

Source: Macrotrends

July 8th | 1889
The first edition of Wall Street Journal is published. Charles Dow had been writing 
his “Customer Afternoon Letter” since, 1883, however as its popularity grew Dow 
turned to a newspaper format. Now, stock market averages would be widely 
available to the public for the first time.

July 8th | 1932
The Dow Jones Industrial Average closes at 41.22, what would be the bottom of 
the great depression. The Dow fell 89.18% from its high of 381.17 on September 3, 
1929. The Great Depression’s collapse erased 36 years of stock market gains.

Sources:          Begin to Invest - This Day In Stock Market History

Best July 8th 
in Dow Jones Industrial Average History

1942 – Up 2.06%, 2.18 points

Worst July 8th 
in Dow Jones Industrial Average History

1901– Down 3.34%, 1.87 points

https://www.macrotrends.net/1319/dow-jones-100-year-historical-chart
http://www.begintoinvest.com/july-8/


Let’s Connect

The material presented was created by a non-affiliated outside vendor (or third party).

The statements and opinions expressed are those of the individual and not necessarily those of IMA 
Wealth, Inc. (“IMAW”). Material presented herein is gathered from what we believe are reliable sources 
and should not be regarded as complete analysis of these subjects. IMAW cannot guarantee the 
accuracy or completeness of any statements or data. All content is for general information purposes 
only and does not take into consideration your individual circumstances, financial situation or needs, 
nor does it present a personalized recommendation to you. Content is not intended to provide legal, 
accounting, tax, ERISA, or investment advice. No investment strategy, such as diversification or asset 
allocation, can guarantee a profit or protect against loss in periods of declining value. 

Investment advisory services are offered through IMA Wealth, Inc., an investment advisor registered 
with the U.S. Securities and Exchange Commission (“SEC”). IMA Wealth, Inc. is also an SEC registered 
securities broker-dealer, Member FINRA, and an insurance agency. This is not a solicitation or offer 
to sell investment advisory services, securities, or insurance except in states where we are registered 
or where an exemption or exclusion from such registration exists. All written content is for general 
informational purposes only. Investing in securities involves risk, including the possible loss of principal.

Have questions or want more information on our services?

wealth@imacorp.com imawealth.com

IMAWEALTH.COM
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Phone: 316.266.6574
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Dallas, TX 75240
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