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In last month’s newsletter we talked 
a bit about brewing inflation fears. 

Those fears increased in May as prices 
continued to do the same. That trig-
gered some stock market volatility and 
a lot of debate about whether inflation 
might start to impede our economic 
recovery in the coming months — or 
even reverse it.  

According to the U.S. Labor De-
partment, prices today are rising faster 
than at any time since 2008.1 Inflation 
has been a growing concern for months 
as our economic recovery from the pan-
demic has picked up speed. Remember, 
inflation is defined as “too much de-
mand chasing too few goods and ser-
vices.” A little inflation is generally seen 
as good because it means consumers are 
consuming. That fuels demand, which 
creates jobs, drives growth and, overall, 
signals a thriving economy. 

However, there are always con-
cerns of backlash. If prices rise too high 
too fast, people may stop spending and 
bring the economy to a grinding halt. 
That concern is increasing rapidly in 
households and corporate boardrooms 
across the country. A recent Shopkick 
survey found that 77% of Americans are 
feeling the effects of inflation and 54% 
are very concerned about it.2 

Not surprisingly, all this worry 
has triggered some stock market 
volatility. On May 10th, the Dow Jones 
Industrial Average experienced a 

1,200-point drop over two days. The 
S&P 500 and Nasdaq Index saw simi-
lar sharp declines, which most ana-
lysts attributed to worries about 
inflation.3 Though the market has re-
bounded since, as of this writing it re-
mains below its peak high from May 
10th, and has yet to regain the momen-
tum it appeared to have before then.  

Unfortunately, all this concern 
about inflation may not wane anytime 
soon. As tens of millions of people hit 
the road for Memorial Day weekend, 

they were dealing with the highest gas 
prices in six years. Prices on every-
thing from hotdogs to beer to rental 
cars are above pre-pandemic levels, 
and plane tickets and hotel rates are 
quickly on their way.4 
Pent-Up Demand  

As we noted in last month’s 
newsletter, the driving forces behind 
today’s inflation spike are obvious. As 
Covid-19 infection rates have fallen 
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Start Budgeting

A lmost no one enjoys the process 
of analyzing and budgeting ex-

penditures, but inefficient and wast-
ed expenditures can be major 
impediments to accomplishing your 
financial goals.  It is difficult to man-
age your money if you don’t know 
how much you have or where it is 
going.  Consider these steps when 
developing your budget: 

1.  Identify how you are spend-
ing your income.  Review an annual 
period so you determine regular 
monthly expenses as well as irregu-
lar, periodic expenses, such as insur-
ance premiums, tuition, and gifts.  
Much of the information can be 
found by examining canceled 
checks, credit card receipts, and tax 
returns.  Total expenses in categories 

that make sense for your lifestyle.  If 
you can’t account for more than 5% 
of your income, take a closer look at 
your cash purchases.  Keep a journal 
tracking every penny you spend for 
at least a month. 

2.  Evaluate your expenditures.  
If you find it tough to find money to 
save, critically review your expendi-
tures.  Consider these tips: 
• Find ways to save at least 10% of 

your income.  Almost all expen-
diture categories offer potential 
for savings.  With essential ex-
penses with fixed amounts, such 
as your mortgage, taxes, and in-
surance, you may be able to refi-
nance your mortgage, find 
strategies to help reduce taxes, or 
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Inflation Fears Dealing with Your Spouse’s Credit Issues
and pandemic restrictions have eased, 
people are eager to get back to normal. 
In America, that means spending 
money — and after a year of forced 
frugality, many people have extra 
money to spend. At the same time, 
many companies are still recovering 
from slowdowns in production during 
the pandemic. Their inventories are 
low. Other businesses are short-staffed 
and struggling to fill open jobs. Put all 
that together and you have too much 
demand chasing too few goods and 
services, a.k.a. inflation.  

As for Wall Street’s reaction, it’s 
not surprising.  Inflation is usually 
seen as a negative force for the stock 
market for several reasons. It increases 
borrowing and material costs, and it 
may eventually decrease consumer 
spending, as we mentioned. Most im-
portantly, it reduces expectations for 
earnings growth, which puts down-
ward pressure on stock prices.  

So, the big question is: will infla-
tion continue to rile the current market 
or even trigger the next correction? No 
one knows for sure, but here are some 
important points to keep in mind. First, 
remember that the stock market doesn’t 
react to economic trends; it anticipates 
them. That being the case, investors 
typically expect a certain amount of in-
flation each year and factor it into their 
projected returns. Since the markets 
quickly stabilized after May’s volatility, 
it could indicate investors have now 
priced inflation into this market and 
made their peace with it.  

Another important point is that 
Wall Street tends to react much more 
negatively to inflation when the econ-
omy is contracting or in a recession 
than when it is expanding like it’s 
doing now. Also, keep in mind that 
after rising steadily into late March, 
long-term interest rates have since sta-
bilized. At the same time, the Fed has 
reaffirmed its commitment to keeping 
short-term rates near zero, and to 
open-ended quantitative easing. All 
these factors should help offset Wall 
Street’s worries about inflation even if 
prices continue to rise sharply in the 
coming months. 
The Bigger Picture 

As we also noted last month, we 
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C ombining your finances with 
your spouse’s finances may 

also include combining your credit 
histories.  When you apply jointly 
for debt, both your credit histories 
will be evaluated.  Thus, if one of 
you has an outstanding credit his-
tory and the other has credit prob-
lems, it can affect the approval 
process and the cost of your debt.  
Some tips to consider when one 
spouse has a poor credit history 
include: 
• Don’t apply for joint credit.  If 

your spouse’s credit history is 
very bad, it may pay to leave 
him/her off the credit applica-
tion.  However, that means 
your spouse’s income won’t be 
considered. 

• Ask a parent or relative to co-
sign a major loan, such as a 
mortgage.  Before asking, keep 
in mind that you are asking 
that person to take responsibili-
ty for the entire loan.  If you de-
fault, the lender can come after 
your co-signer.  Or, if you are 
late making payments, that will 

be reflected on the co-signer ’s 
credit history also. 

• Instead of applying for joint 
credit cards, list your spouse as 
an authorized user of your 
cards.  While an authorized user 
can charge on your credit card, 
you are responsible for paying 
the bills.  If the account is paid 
promptly, it will be reported on 
both credit histories, helping to 
improve your spouse’s credit his-
tory.  However, if you make 
delinquent payments, only your 
credit history suffers, since your 
spouse can ask to be removed 
from the card and have the nega-
tive information removed from 
his/her credit history. 

• Use other strategies to improve 
your spouse’s credit history.  En-
sure that your spouse makes all 
payments on a timely basis.  Try 
to pay down as many of his/her 
credit balances as possible.  If 
your spouse has difficulty ob-
taining credit, have him/her 
apply for a secured credit card.     
zxxx 

believe the inflation we’re seeing now is 
only temporary, and that big investors 
believe so, too. The force behind it is 
pent-up demand caused by the pan-
demic. Once consumers get it out of 
their systems, prices should stabilize 
again, and at that point the market 
could regain its early-year momentum. 
However, anything is possible in the 
New Age of Economic Uncertainty. 
That’s especially important to keep in 
mind when you’re in or nearing retire-
ment because, while the immediate ef-
fects of inflation are always obvious, 
the long-term effects are more subtle 
and therefore more dangerous.  

As you know, one of the main ben-
efits of investing for income is that it 
can provide a much more effective 
way to manage the effects of inflation 
over many years than investing for 
growth. Income Specialists use a vari-
ety of strategies to help you keep pace 
with inflation and even stay ahead of 
it. Many income-based investment op-
tions offer built-in inflation protection, 
or your inflation hedge can often be 

engineered through the strategic rein-
vestment of interest and dividends 
you don’t need for income.  

The bottom line, as always, is to 
make sure your current allocation is 
still right for your risk tolerance and 
aligned with your goals because — just 
like prices, interest rates, and all the 
other market forces — those things can 
change, too!  
1“Inflation Speeds Up in April as Prices Leap 

4.2%, Fastest Since 2008,” CNBC, May 12, 
2021 

2“83% of Americans Are Belt Tightening Due to 
Inflation Pressures,” Forbes, May 24, 2021 

3“Inflation Spooks Stocks and Raises Fear the 
Fed is Wrong,” CNBC, May 12, 2021 

4”Inflation Concerns are Nibbling at Senti-
ment,” Yahoo Finance, June 1, 2021  

Peak Capital Management is registered as an In-
vestment Advisor with the state of Florida.  Infor-
mation presented is for educational purposes only 
and does not intend to make an offer or solicitation 
for the sale or purchase of any specific securities, 
investments, or investment strategies. Invesments 
involve risk and unless otherwise stated, are not 
guaranteed. Be sure to first consult with a quali-
fied financial advisor or tax professional about 
your specific financial situation before implement-
ing any strategy discussed herein.



Start Budgeting

comparison shop your insurance 
to reduce premiums.  Essential 
expenses that vary in amount, 
such as food, medical care, and 
utilities, can usually be reduced 
by altering your spending or liv-
ing habits.  For instance, you can 
actively shop for food with 
coupons, exercise to get in better 
health, or put energy saving light 
bulbs in the house.  Discretionary 
expenses, such as entertainment, 
dining out, clothing, travel, and 
charitable contributions, typically 
offer the most potential for 
spending reductions.  Dining out 
four times a week?  Reduce it to 
two, go to less expensive places, 
and save the difference. 

• Limit the use of your credit cards, 
especially if you’re not paying 
the balance in full every month.  
Not only do credit card balances 
carry high interest charges, but 
credit cards tend to encourage 
impulse spending.  Use cash or a 
debit card, which automatically 
deducts purchases from your 
bank account. 

• Resolve not to purchase impulse 
items or items over a certain dol-
lar amount on your first shop-
ping trip.  Go home, think about 
it for a couple days, and then go 
back to purchase the item.  Often, 
you’ll decide you don’t really 
need it. 

• Delay the purchase of large 
items.  For example, instead of 
purchasing a new car every two 
or three years, keep your car for 
four or five years. 

• If you’re really serious about re-
ducing expenses, consider mov-
ing to a less expensive house.  
Not only will you reduce your 
mortgage payment, but you will 
save on other costs. 

3.  Prepare a budget to guide 
future spending.  You may want to 
start by setting a budget for a couple 
months, tracking your expenses 
closely over that time period.  You 
can then fine tune your budget for 
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Why Credit Can Be Good

C redit provides financial power 
when managed well. It helps 

people achieve important mile-
stones, such as buying a house, a 
car, and an education. Very few 
people would be able to make these 
purchases without the support of 
credit. In addition to its purchasing 
power, maintaining a healthy credit 
history is important for a myriad of 
reasons. 
The Impact of Good Credit 
• When you buy a home or a car, a 

good credit history will not only 
determine your ability to get the 
loan, but it will also affect the in-
terest rate and the fees you will 
pay on the loan.  

• If you have a dream of owning 
your own business, you will 
most likely need a small business 
loan, and just like a mortgage, it 
will impact your interest rate 
and fees. 

• Employers regularly check credit 
reports as part of their hiring 
process to see if you are finan-
cially responsible, which is 
viewed as an indicator of how 
you will manage job responsibili-
ties, especially for executive po-
sitions. 

• If you are looking to rent an 
apartment, landlords will use 

your credit history to determine 
if they will rent to you. 

• Utility companies will review 
your credit to decide whether 
they will provide services to 
you, which even includes your 
cell phone. 

• When you apply for most types 
of insurance, your credit will af-
fect your ability to get a policy, 
as well as how much you pay 
for that policy. 

Simple Steps to Good Credit 
• To establish a credit report, you 

need credit with an active credit 
account. A low balance credit 
card and a car loan are good 
ways to establish credit. 

• Always make at least the mini-
mum payment and pay on time. 
Delinquent payments will have 
the most immediate negative 
impact on your credit report. 

• Keep your balances low in com-
parison to the available credit 
limit available to you. The per-
centage of utilization is key to a 
good credit report. 

• After you’ve established credit, 
only apply for credit when you 
need it. Taking on a lot of debt 
in a short period of time is a 
sign that you may not be a good 
credit risk.     zxxx

an annual period.  Some tips to con-
sider include: 
• Don’t include income in your 

budget that is uncertain, such as 
year-end bonuses, tax refunds, or 
gains on investments.  When you 
receive that money, just put it 
aside for saving. 

• Set up enough expenditure cate-
gories to give you a good feel for 
your spending patterns, but not 
so many that it becomes difficult 
and time consuming to monitor 
your progress. 

• Make your budget flexible 
enough to handle unforeseen ex-
penditures.  Nothing goes exactly 
as planned, and your budget 
should be able to deal with emer-
gencies.  Be sure to include large, 

periodic expenditures, such as in-
surance premiums or tuition. 

• Don’t be so rigid that your fami-
ly is afraid to spend any money.  
Everyone in the family should 
have a reasonable allowance to 
spend as they see fit. 

• Find ways to make the savings 
component of your budget hap-
pen automatically.  Get the 
money out of your bank account 
and into an investment account 
before you have a chance to 
spend it. 
The money you have available 

for saving is a direct result of your 
spending habits.  Use a budget to 
control your spending so you can 
maximize your savings.  Please call if 
you need help with this process.     zxxx
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                                                                            Month-end
Indicator                                   Mar-21  Apr-21  May-21  Dec-20 May-20
Prime rate                                    3.25        3.25        3.25        3.25       3.25
3-month T-bill yield                   0.02        0.02        0.02        0.10       0.13
10-year T-note yield                   1.74        1.65        1.58        0.93       0.65
20-year T-bond yield                 2.31        2.19        2.18        1.45       1.18
Dow Jones Corp.                        2.42        2.37        2.33        1.93       2.63
GDP (adj. annual rate)#        +33.40     +4.30      +6.40     +4.30      -5.00
                                                         Month-end % Change
Indicator                                Mar-21     Apr-21     May-21   YTD 12 Mon.
Dow Jones Industrials       32981.55  33874.85  34529.45    12.8%   36.0%
Standard & Poor’s 500         3972.89    4181.17    4204.11    11.9%   38.1%
Nasdaq Composite             13246.87  13962.68  13748.74      6.7%   44.9%
Gold                                        1691.05    1767.65    1899.95     0.7%     9.9%
Unemployment rate@                6.20          6.00          6.10    -9.0%  -58.5%
Consumer price index@        263.01      264.88      267.05     2.6%     4.2%

# — 3rd, 4th, 1st quarter  @ — Feb, Mar, Apr   Sources:  Barron’s, Wall Street Journal
Past performance is not a guarantee of future results.

18-Month Summary of Dow Jones
Industrial Average, 3-Month T-Bill

& 20-Year Treasury Bond Yield
December 2019 to May 2021
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Do You Have Too Much Debt?
Various rules of thumb exist to help determine when 

debt levels are excessive.  For instance, one rule of thumb 
states your total debt payments should not exceed 36% of 
your gross monthly income.  The problem with rules of 
thumb, however, is they don’t take into account your unique 
circumstances.  Look for these signs that your debt level 
may be getting too high: 
• You have no money left over at the end of the month.  If 

you have nothing left to save after paying your bills 
every month, your debt may be too high.  Be especially 
concerned if you have to dip into savings to pay bills. 

• You’ve reached your maximum credit limit.  If you’ve 
maxed out your credit card limits or are considering ob-
taining new cards for additional credit, your debt may be 
getting out of hand.  Credit cards should be used as a 
convenience, not to finance an unaffordable lifestyle. 

• You’re only making minimum payments.  Required 
minimum payments on credit card debt are so low that it 
can take decades to pay off the debt.  It will be difficult to 
get your debt under control if you are only making mini-
mum payments. 

• You don’t have an emergency fund.  Ideally, you should 
set aside three to six months of living expenses in case of 
emergencies, such as a job loss or major home or car re-
pair.  If you can’t maintain that due to debt payments, 
your debt level is probably too high. 

• You’re not comfortable.  The ultimate test of whether 
your debt level is too high is your comfort with that debt 
and the payments that must be made. 

If your debt level is too high, take steps now to get your 
debt under control.  Please call if you’d like help with your 
debt.              FR2021-0224-0054
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