
Ropes Wealth Addresses Pervasive Prices

In today’s news, inflation has apparently not peaked. The Consumer Price Index increased 1% in May on a 
seasonally adjusted basis after rising 0.3% in April, the U.S. Bureau of Labor Statistics reported today. Over the 
last 12 months, headline inflation increased 8.6% which is the largest 12-month increase since the period ending 
December 1981. The increase was broad-based, with component data rising across the board. Shelter, gasoline, 
and food were the largest contributors to price increases, but there were also notable surges in airline fares, new 
and used vehicles, medical care, household furnishings, and even apparel.

Economists and market participants were hoping for an 8.1% print, so this spike to 8.6% is most unwelcome 
news. Also, after a modest decline from March to April, the uptick higher in May is worrisome and perhaps 
confirms the market’s worst fears that there is little recourse for inflation risk management. For sure, it dampens 
any ideas that the Fed will slow down the aggressiveness of their interest rate hiking plan. It also elevates the risk 
that a recession is in the offing.

U.S. stocks declined yesterday and are opening weaker today as a result. The late May pause in downward 
pressure for stocks has been definitively erased. Developed overseas markets are similarly under pressure, after 
the European Central Bank announced plans to raise interest rates and end quantitative easing when Europe, 
too, made headlines with an 8.1% increase in inflation for the month. Only China and related Asian equities have 
been a bright spot, as news of 16.9% jump in exports, signs of easing COVID lockdowns, and more friendly 
regulatory news for the battered technology sector supported some burgeoning gains.

Unfortunately, valuations are not likely to be a catalyst for a change in the market’s direction. It is going to take 
some evidence of easing on the inflation front, and that did not happen today. Furthermore, it might be fair to say 
that even if we do experience modest easing in the months ahead, say from 8.5% to 7.5%, that may not be 
enough to shift sentiment. We likely need a path for inflation to be on its way to 5% and confidence the Fed’s 
policy is working sufficiently to stabilize market conditions and move markets forward.

That said, market optimists point to factors like excessive inventory build among retailers and suppliers that will 
get flushed out, Chinese stimulus, exceptionally strong consumer and corporate balance sheets, oversold 
conditions, and poor sentiment (i.e. a lack of irrational exuberance) as potential catalysts.

These factors may play out, or they may not in the short-term. We find more compelling the reminder that the 
stock market is actually just a market of stocks. The individual companies we own for you and that our managers 
choose within their funds have been carefully selected for resilience across a full market cycle. The 
macroeconomic swirl is important to monitor and obviously impacts earnings outlooks and market sentiment, but 
at the core of our portfolio construction and security and manager selection is a fundamental focus on long-term 
growth and business model resilience. In this way, we strive to allocate capital for you in a manner that will stand 
the test of time. Our investment plans are sensitive to liquidity needs, objectives for growth, capital preservation, 
test

• There have been 85 rolling 10-year periods since 1926. The S&P 500 produced gains in 81 of them and 
losses in four—meaning the market increased in 95% of the 10-year time frames.

• Stocks produced positive returns in every rolling 15-calendar year period since 1926. 

• During the 65 rolling 30-year periods since 1926, the stock market’s worst performance was an 
annualized return of 8.5%.

These historical returns illustrate how stocks have shown resilience and growth potential over the long term. We 
continue to believe in that potential and urge you to do the same. Please feel free to connect with a member of 
your team by clicking here.

________________________________________

THE CARES ACT OFFERS TAX PLANNING OPPORTUNITIES FOR 2020

The Coronavirus Aid, Relief and Economic Security (CARES) Act, the $2 trillion stimulus bill, was signed into law 
by President Trump on March 27, 2020. The Act provides financial assistance to individuals and small 
businesses suffering economic damage from the effects of COVID-19. Included in the Act are several provisions 
offering income tax relief to individuals. Please click here to read more. 

The IRS will allow individuals to defer filing 2019 federal income tax returns and paying federal income tax bills 
that would normally be due on April 15 until July 15 without interest or penalties. This includes outstanding 2019 
tax payments and any 2020 estimated quarterly tax payments due by April 15. This deferral also applies to 
trusts, estates, partnerships, and corporations.

The deadline for contributions to individual retirement accounts (IRAs) has also changed: you have until July 15 
to make contributions for 2019.

It is important to note that state and municipal taxes are not affected by this IRS announcement. While some 
locations (including New York and California) are allowing deferred filings and payments to some extent, you will 
want to check with your state or local government or your tax advisor.

For those who work with Ropes & Gray’s tax service department, please stay tuned for more guidance about 
how they are handling the adjusted federal filing deadlines.

________________________________________

A PLANNING OPPORTUNITY WITH ROTH CONVERSIONS

As difficult as it is to watch, the recent decline in the stock market may present an opportunity for long-term 
investors to take advantage of the option to convert a traditional IRA or qualified retirement plan to a Roth 
equivalent. Retirees who have yet to take required minimum distributions from their retirement plans, are 
currently in a low tax bracket, and have liquid assets available to pay the tax due on a Roth conversion may find 
the opportunity particularly attractive.

Click here to learn more.
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and compounding that have historically been the winning ingredients to a successful investment strategy. In 
other words, inflation’s sinister grip is a challenge, but not the last straw for these chosen stocks and funds. 
Therefore, we urge a steady hand and commitment to long-term investing discipline, as challenging as that may 
be in these worst of times.

Your Ropes Wealth Team

Thank you for your interest in our investment commentary. If you would like to speak personally with a member 
of our team at any time, please click here.

https://www.ropeswealthadvisors.com/en/overview/who-to-contact
https://www.ropeswealthadvisors.com/en/overview/who-to-contact



