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It’s Getting Hotter
BY JAMES WALDEN, CFA 
Partner and Chief Investment Officer

According to Farmers’ Almanac, the “dog days of 
summer” run from July 3 to August 11, a period when 
the sun occupies the same part of the sky as the star 

Sirius, which is part of the constellation Canis Major. It coincides with 
the part of the year where we see some of the hottest readings on 
the outdoor thermometer.

We’re also seeing hotter readings on the U.S. economy.

The economy increased at an annual rate of 6.4% in the first quarter 
of 2021, up from 4.3% in the fourth quarter of 2020. We won’t receive 
the first estimate of economic growth for the quarter ended June 30 
until the end of July. But it’s almost certainly even higher as  
favorable COVID-19 trends, the reopening of businesses and the 
benefits of government stimulus continue to let consumers unleash 
pent-up demand. The jobs picture continues to improve as well, with 
the unemployment rate at 5.9% in June, down from the pandemic 
high of 14.8% in April 2020. 

All good news, to be sure.

But inflation is running hot, too, worrying some. The consumer-
price index (CPI) rose 5.0% in May (latest reading available) from 
last year, the biggest annual jump since August 2008. Core CPI, 
which excludes food and energy because they can be so volatile, 
was up 3.8% from a year ago, its largest gain since June 1992.

The debate now shifts from whether we will see inflation return—it 
clearly has—to whether these lofty levels will be temporary or 
longer-term and what the Federal Reserve will do it about it.

Details in the data suggest that some of the inflation drivers 
are indeed temporary. For one, current year-
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over-year measures are heavily skewed by “base 
effects.” Numbers from a year ago represent 
readings from the depression-like environment 
caused by social-distancing efforts to mitigate 
COVID-19’s spread. So current numbers are being 
compared against a totally abnormal environment. 
Compared to the same period two years ago, May’s 
CPI was up only 2.5%. 

Bottlenecks in the global supply chain are driving 
inflation. A shortage of semiconductors has limited 
production of new vehicles, which in turn pushed 
up prices on used cars and trucks by 29.7% in May 
from the year earlier. In time, these logjams should 
be resolved.

All eyes are now on the Fed, which falls into the 
“inflation is transitory” camp. As of this writing, the 
Fed has maintained its zero-interest-rate policy and 
massive bond-buying program. Much depends on the 
Fed getting this calculation right. If the Fed continues 
to believe inflation is transitory, but inflation remains 
stubbornly high, the Fed may be forced to raise 
interest rates rapidly down the road to slow down 
the economy. This might feel like slamming on the 
car brakes while speeding down the highway. On the 
other hand, if the Fed tightens too quickly, it risks 
choking off the recent economic recovery. 

So far, the Federal Reserve has demonstrated 
flexibility in its thinking. During its June policy 
meeting, it upgraded its forecast for economic 
growth and inflation. And it collectively expects 

two rate hikes in 2023, up from none anticipated  
in its March meeting.

So, what’s our take?

It looks to us that inflation levels will come down from 
current readings. We agree that some meaningful 
amount is temporary. 

That said, we also expect inflation to remain at or 
above 2%, on average, for the foreseeable future. 
Last year the Fed made a subtle but important 
change to its inflation-targeting policy. Instead 
of targeting inflation at 2%, it now looks to target 
inflation at an average of 2%. This is intended to 
make up for years of undershooting its previous 
2% target. We take the Fed at its word here. It 
also aligns with the Fed’s other goal of returning 
employment to pre-pandemic levels. There’s more 
work to do there.

Considerations Before Purchasing a 
Vacation Home

BY ZAC POHLENZ, CFP® 
Associate Wealth Advisor

With the arrival of summer and the 
waning of COVID-related travel 
restrictions, many of us are getting 

back to traveling! Whether we are looking for a 
quiet escape from the busyness CONTINUED ON PAGE 3 
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of working life or a pleasant retreat to enjoy during 
our retirement years, many of us have thought 
about the prospect of purchasing a second home 
in our favorite vacation destinations. My family and 
I just returned from a camping trip in Minnesota, 
and I would be lying if I told you we were not 
daydreaming about owning one of the numerous 
beautiful cabins we passed by. 

While at first it may sound like a wonderful idea, 
we’re going to cover some important considerations 
for you before purchasing a vacation home to 
ensure that this dream doesn’t become a nightmare! 

Location: As the adage goes, the three most 
important rules in real estate are location, location, 
location! If you’re considering buying a vacation 
home, odds are you already have an idea of where 
you want to buy. But if you don’t, consider what you 
like to do on vacation, and look for a location that 
has the amenities you’re looking for (mountains, 
beaches, a lake, whatever floats your boat!). 

Taxes: While you may be accustomed to your current 
level of property taxes on your primary residence, in 
highly desirable vacation areas (especially in other 
states), property taxes can be considerably higher. 
Make sure to talk with a real estate professional and/
or lender in the area where you are house hunting to 
get a clear idea of what your property taxes could 
be, and budget accordingly. 

State income taxes may also factor into the 
location of your vacation home. If you live in a state 
with income tax (like Kansas), and you’re looking 
at purchasing a second home in a state with no 
income tax, such as Texas or Florida (also WY, WA, 
AK, TN, or SD), you may consider switching your 
residency to the state without income tax. This 
can be a long process, and each state may vary 
in rules, but to establish legal residence in a state 
without income tax, at a minimum you will likely 
need to change your vehicle registration, driver’s 
license, and where you vote, and take other steps 
to establish legal residency in another state. We 
would suggest you consult with an attorney and/or 
check with the residency requirements of the state 
you are interested in relocating to. 

How much you’ll use the house: Ask yourself how 
much you will realistically use a second home. If 
your honest answer is that you’d use it one week 
out of the year or less, you may want to reconsider 
the purchase. If you plan on spending every 
summer there for the next several years, then you’ll 
probably get enough usage out of it to justify the 
cost. We humans tend to over-romanticize new 
and exciting purchases in our life, but once the 
initial excitement of the new vacation home fades 
away, you want to make sure you still use the 
property enough to justify the ongoing expense. 
When considering how much CONTINUED ON PAGE 4 



BARBARA DUNCAN, CFP® 
Partner, Senior Wealth Advisor

ELIZABETH YOUNG, CFP® 
Partner, Senior Wealth Advisor

ERIC PURCELL, CFP® 
Wealth Advisor

ZAC POHLENZ, CFP® 
Associate Wealth Advisor

COLTON WALKER, CRPC® 
Associate Wealth Advisor

YOUR ADVISORY TEAM

time you’d actually spend at a vacation home, 
it’s important to be honest with yourself, and be 
realistic. You would not want to have this property 
sit unused (or little-used) while you’re stuck paying 
for it year after year. 

Renting it out while you’re not using it: Admittedly, 
this subject could be an entire article on its own. 
Companies like Airbnb and VRBO have made it 
much easier to advertise and rent out your vacation 
home while you are not using it. I will add that you 
should proceed with caution and be sure to do your 
due diligence, but renting does have the potential to 
offset some of the costs of owning the property. 

As a general principle, move slowly and be patient 
for the right property to show up. If done right, 
owning a vacation home, cabin, lake house, or condo 
can be a wonderful experience!

WE’RE BACK! 
QUARTERLY SEMINAR UPDATE
We will be back in person this coming August 
for our quarterly client seminars. As usual, 
our team will speak on current financial and 
economic topics. To provide sufficient space 
for everyone to be comfortable, we will limit 
attendance to 18 people per in-person session. 
Due to this limitation, please be sure to RSVP 
as soon as possible. 

If space fills up, you are unable to attend in 
person, or you have been enjoying attending 
virtually during the pandemic, we will also 
continue to conduct a live webinar. And if all 
else fails and you are unable to attend a live 
session in person or via webinar, we will email 
out the recording of the webinar following 
the broadcast. We appreciate your patience 
and understanding as we continue to adapt 
during these changing times. Please be safe, 
and we look forward to seeing you all soon!

Dates and Times:

TUESDAY, AUGUST 10 
Noon—In Person, Lunch Provided

WEDNESDAY, AUGUST 11 
Noon—In Person, Lunch Provided

THURSDAY, AUGUST 12 
Noon—Live Webinar (Registration 

information will be sent via email)

THURSDAY, AUGUST 12 
5:30pm—In Person, Light Hors D’oeuvres

785-232-3266  |  claytonwealthpartners.com

832 Pennsylvania St., Suite 1005 
Lawrence, KS 66044

716 S. Kansas Ave. 
Topeka, KS 66603

Our Lawrence Office Ribbon Cutting Event with the 
Lawrence Chamber of Commerce.


