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Will Inflation Be Permanently Temporary?
Key Takeaways

• Inflation remains an ongoing concern in 2021.
• While inflation is higher and likely to remain ele-

vated due to challenges created by the pandemic, 
a look into the structural composition and the 
types of inflation may provide insight into how 
high inflation may go.

Inflation remains a topic of concern in 2021 as the 
prices of goods and services have continued to in-
crease. The September inflation report showed con-
sumer prices rose at 5.4%¹. 

With elevated inflation, it’s not surprising for inves-
tors to wonder how long this trend is going to last. 
The Federal Reserve has acknowledged that inflation 
expectations have risen, but have qualified the re-
cent inflation spike as “transitory,” or in other words, 
temporary. A deeper look at how inflation is measured 
may provide some insights into why the Fed takes this 
stance. 

The inflation rate measures price changes for a basket 
of goods and services that typically behave in differ-
ent ways. Inflation rates for some categories of goods 
and services are relatively flexible or responsive to 
economic conditions, implying they are “cyclically 
sensitive.” These include categories such as food, 

travel, energy and cars. This segment of inflation can 
see large swings in prices and contributes 38.0% of 
inflation measurement2. In the latest reading, prices 
of energy and used cars both increased nearly 25.0% 
year-over-year as of September3. 

On the other hand, the inflation rate for other catego-
ries, such as medical and financial services, tend not 
to vary with the state of the economy and are relatively 
“acyclical.” This stable segment of inflation makes up 
62.0% of inflation prices. In contrast to rising energy 
and car prices in September, medical services saw an 
increase of 0.9% year-over-year.

Source: Goldman Sachs Asset Management SAS Market Strategy. Setting 
the Stage: Market Know-How
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The key point being much of the spike in inflation has 
come from the smaller cyclical segments, which often 
is short-term in nature than longer lasting from the 
larger acyclical segment. In short, the structural com-
position of how inflation is measured may limit how 
high inflation can go. 

Another way to see this is based on the chart on the 
chart below by Capital Group with data from the Fed-
eral Reserve of Atlanta4. They looked at two kinds of 
inflation: sticky and flexible. 

If price changes for a particular inflation component 
occur less than every 4.3 months, that component is a 
“sticky-price” good. Sticky categories include medical 
expenses and financial services. On the other hand, 
goods that change prices more frequently are con-
sidered “flexible-price” goods. Flexible goods include 
food, energy and cars, where prices can experience 
wild swings and are much more closely tied to the 
state of the economy—as consumers recently have 
witnessed. As of August 2021, flexible inflation has 
climbed to nearly 14.0% and bears close resemblance 
to inflation rates of 1970. However, sticky inflation 
remains subdued and gained 2.6% year-over-year, a 
stark contrast to the scary inflationary periods of 70s. 

 
The drivers of flexible inflation are deeply rooted in 
supply chain disruptions due to the pandemic. A sim-
ple example would be new and used vehicles. During 

the pandemic people no longer felt comfortable taking 
public transportation and started looking for new and 
used cars. Demand for vehicles spiked and caught 
both chip and car makers off guard as many factories 
were entirely shutdown. As a result, used car prices 
rose sharply. History has proven such supply and 
demand disruptions are efficient at correcting over 
time. This can be seen in the price decline for used 
cars, which has fallen sharply from a 42.0% year-over-
year increase as of July to 25.0% in September5. While 
autos are the most glaring example, there are many 
more examples of this type of flexible inflation—like 
lumber and other commodities used in home build-
ing—all of which have fallen from peaks since earlier 
this summer.

In conclusion, while the definition of “transitory” 
appears to be longer than many were hoping it would 
be, flexible inflation or cyclical categories have clearly 
experienced sharp price increases due to transitory 
reasons like pandemic-related shortages. Neverthe-
less, inflation is expected to be higher than pre-pan-
demic levels and further choppiness remains possible,
as the global economy continues to deal with fallout 
from the pandemic, which is unlikely to resolve soon. 
For those concerned about elevated inflation, take 
some consolation in the fact inflation has stayed below 
5.0% the vast majority of the time during the last 100 
years6. 

To add further context, elevated inflation appears 
alarming given it is rising from very low levels of be-
low 2.0% in the aftermath of the global financial crisis.
The key going forward will be to watch if sticky infla-
tion also moves higher. 

In short, as Richie Tuazon at Capital Group shares, 
“flexible inflation is transitory, but sticky inflation 
could be troublesome.”

1https://www.bls.gov/news.release/pdf/cpi.pdf
2Goldman Sachs Asset Management SAS Market Strategy. Setting the Stage: 
Market Know-How
3https://www.bls.gov/news.release/pdf/cpi.pdf
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Delta Variant and Supply Issues Slow  
GDP Growth

4https://www.capitalgroup.com/advisor/insights/articles/inflation-transitory-trou-
blesome.html
5https://www.businessinsider.com/used-car-price-increase-slowing-down-buying-
one-still-difficult-2021-8
6https://www.capitalgroup.com/advisor/insights/articles/inflation-transitory-trou-
blesome.html
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Already lowered expectations for third quarter gross 
domestic product (GDP) growth were still a bit too 
high as economic growth came in well short of expec-
tations.

Still, though, we believe the main drivers of the weak-
ness should subside over time.

The Bureau of Economic Analysis released its prelim-
inary estimate for third quarter GDP this morning, 
showing the US economy grew at a 2.0% annualized 
pace against the Bloomberg median forecast for 2.6%. 
This represented a major slowdown compared to the 
second quarter’s 6.7% pace, and is especially disap-
pointing given that earlier in the year investors had 
earmarked the back end of 2021 for a major growth re-
acceleration. But those hopes have likely been pushed 
back rather than dashed completely.

“The positive spin on today’s report is that the Delta 
variant and supply issues, two areas that we expect to 
eventually self-correct, are the main culprits for the 
weakness,” said LPL Financial Chief Market Strategist 
Ryan Detrick. “Consumers’ willingness and ability to 
spend remains strong, and we expect them to do just 
that once temporary roadblocks are removed, power-
ing future growth.”

As seen in the LPL Chart of the Day, consumption, 
pulling back from 12% last quarter to 1.6% this quar-
ter, drove the substantial slowdown.

Supply chain constraints weighing on growth were 
most evident in the goods versus services breakdown. 
In prior periods of COVID-19 flare-ups, consumption 
patterns favored goods over services, which often tend 
to occur in person. In the third quarter, though, this 
pattern was reversed. The chief reason for this was a 
decline in durable goods, most notably motor vehicles, 
which have contended with widely-reported semicon-
ductor shortages.

Residential fixed investment, i.e., construction, likely 
suffered from well-documented labor shortages and 
high materials costs in declining for a second 
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consecutive quarter. Business fixed investment 
appeared to favor technology-based investments over 
physical ones, a trend often associated with productiv-
ity gains down the line. Finally, the volatile inventory 
component did jump strongly for the quarter, reflect-
ing an attempt on the part of businesses to replenish 
stockpiles, something we expect to continue to support 
economic growth in coming quarters.

Looking forward, we expect a rebound in growth in 
the fourth quarter and beyond. Consumer spending 
should be solid, as consumers are still benefiting from 
significant excess savings, partly related to prior gov-
ernment stimulus. Momentum in services as in-per-
son commerce picks up and COVID-19 wanes should 
continue, and bottlenecks in goods-producing areas 
should improve.

We acknowledge, though, that resolution of supply 
chain issues are likely to take more time than original-
ly forecast and the pickup in growth may be choppy. 
We expect businesses to continue to invest in produc-
tivity-enhancing areas in the meantime, and net ex-
ports may improve as the rest of the world plays catch-
up to the U.S. in their recoveries, consuming more of 

our goods and services. The outlooks for government 
spending and inventories are favorable.

Much more on our economic outlook for next year 
coming soon in our Outlook 2022 publication in early 
December.
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Key Points
• Smart money management is even more import-

ant for retirees on a fixed income.
• Good habits could help you preserve your nest 

egg over time.
• Making wise investment decisions is also crucial.

Retirement is a time of freedom for most people since 
you no longer have to spend your hours working and 
earning a living.

But while you're free to indulge your hobbies and 
decide what to do with your days, you still need to
be smart about the financial decisions you're making 

3 Financial Habits to Adopt Before Retirement

and ensure you adopt good habits. 

To help protect your financial security in your later  
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years, here are three habits to put into place before 
leaving the workforce. 

1. Living on a budget
Careful budgeting is crucial for retirees to ensure they 
can cover essential expenses. That's especially true 
given the fact most seniors have a fixed income and 
face high costs for medical services. 

A budget allows retirees to allocate their dollars to 
the things that matter most, while ensuring they don't 
run short and end up in debt or take too much money 
out of retirement accounts.

Budgeting also allows seniors to spend more purpose-
fully so they can best enjoy their newfound freedom. 
For some retirees, for example, having the money 
to travel or spoil grandchildren is crucial. A budget 
allows them to identify cuts they can make to free up 
cash for these purposes.

By getting used to living on a budget before retire-
ment, you'll be less likely to spend without a plan as 
a retiree. As a bonus, you can also budget in some 
extra retirement savings to bulk up your investment 
accounts before leaving the workforce. 

2. Living within your means
Retirees typically receive a set amount of income 
from Social Security and the rest must come from 
savings.

To preserve their nest egg, seniors must ensure they 
maintain a safe withdrawal rate and don't take too 
much out of their investment accounts too quickly. 
One way to do that is to follow the 4% rule and only 
withdraw 4% of a retirement account balance the first 
year, adjusting upwards for inflation in subsequent 
years. 

Retirees must ensure they aren't spending more than 
they can afford while maintaining a safe withdrawal 

rate. That means living within their means.
It's a lot easier to get used to spending less than you 
earn if you start before you actually retire. This can be 
especially crucial if you'll have less income as a retiree 
than you did while working and you must make ad-
justments to your lifestyle accordingly. 

3. Rebalancing your investment  
portfolio annually
Finally, seniors should get into the habit of regularly 
reviewing their investment portfolio to ensure they 
have an appropriate mix of assets.

Over time, your portfolio could become too heavily 
invested in a particular type of asset or in a specific 
industry. When this happens, you could be exposed 
to either too much or too little risk. This is danger-
ous for any investor, but especially for people in or 
nearing retirement who may not have time to recover 
from losses or wait for the market to rebound in the 
event of a crash. 

Rebalancing your portfolio involves shifting around 
your investments so you have the appropriate asset 
allocation based on your age and risk tolerance. You 
should get in the habit of doing this at least once per 
year before retirement so you don't jeopardize the 
chances of your savings supporting you.

Title: 3 Financial Habits to Adopt Before Retirement
Source: https://www.fool.com/investing/2021/10/27/3-financial-hab-
its-to-adopt-before-retirement/
© 1995 - 2021 The Motley Fool. All rights reserved.
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SERVINGS: 24

Prep Time: 35 Minutes 

Cranberry Brie Bites

Sources: https://www.delish.com/cooking/recipe-ideas/recipes/a56610/cranberry-brie-bites-recipe/;  Produceforkids.com
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1. Preheat oven to 375° and grease a mini muffin tin with cooking spray. On a lightly floured sur-
face, roll out crescent dough, and pinch together seams. Cut into 24 squares. Place squares into 
muffin tin slots.

2. Cut brie into small pieces and place inside the crescent dough. Top with a spoonful of cranberry 
sauce, some chopped pecans, and one little sprig of rosemary.

3. Bake until the crescent pastry is golden, about 15 minutes.

INGREDIENTS:

INSTRUCTIONS:

• 1 (8-oz.) tube crescent dough
• Cooking spray, for pan
• Flour, for surface
• 1 (8-oz.) wheel of brie
• 1/2 c. whole berry cranberry sauce
• 1/4 c. chopped pecans
• 6 sprigs of rosemary, cut into 1" pieces
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The answers

Source: www.printmysudoku.com
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The Sudoku 
Section

November Special Days & Holidays 
(Long-Term Care Awareness Month)

21st- Family Volunteer Day  

& Pumpkin Pie Day

25th- Thanksgiving

26th- Black Friday 

28th- Hanukkah Begins

29th- Cyber Monday

3rd- Eating Healthy Day

7th- Daylight Savings Time Ends

10th- International Accounting Day

11th- Veterans Day

13th- World Kindness Day

17th- Take a Hike day


