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INFLATION WORRIES, SECTOR ROTATIONS,
RETAIL CLOSINGS AND TAXES, OH MY
Inflation Appears Muted

I

nflation decreases the purchasing power of your money in the future. Consider this:
at 3% inflation, $100 today will be worth $67.30 in 20 years – a loss of 1/3 its value.
Said another way, that same $100 will only buy you $67.30 worth of goods and
services in 20 years. And in 35 years? Well your $100 will be reduced to just $34.44.
On July 14th, the U.S. Bureau of Labor Statistics released Junes inflation data that
showed:
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The Consumer Price Index for All Urban Consumers increased 0.6% in June on a
seasonally adjusted basis after falling 0.1% in May
Over the last 12 months, the all items index increased 0.6% before seasonal
adjustment
The gasoline index rose sharply in June after recent declines and accounted for over
half of the monthly increase in the seasonally adjusted all items index
The energy index increased 5.1% in June as the gasoline index rose 12.3%
The food index also rose in June, increasing 0.6% as the index for food at home
continued to rise

The fact that CPI rose in June is important because it had declined for each of the
previous three months – the first three–month decline in over 60 years. Yes, June's
increase was the largest increase in almost 8 years, but that is not surprising as
businesses reopened, and consumers spent more money.
In addition, the trend suggests that inflation is likely to remain tame, thereby allowing
the Federal Reserve to keep pumping money into the economy without fear of creating
inflationary pressures for consumers. Further, the record number of people on
unemployment benefits will also dampen the likelihood of inflation.

Sector Rotation in the Second Quarter
Over every single time period, sector performance will be driven largely by factors one
would expect, such as the overall state of the economy, underlying corporate earnings,
current and predicted interest rates, and inflation, among other factors.

Reviewing the sector returns for the second quarter and YTD through June 30, 2020,
we saw that:
Every single one of the 11 S&P 500 sectors was painted green for the second quarter
of 2020
The Utilities sector was the worst performer for the second quarter as it barely crept
into positive territory
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The differences between the best performing and worst performing sectors in Q2 were
once again dramatic, with three sectors (Consumer Discretionary, Information
Technology and Energy) up more than 25x the Utilities sector
On a YTD basis, the difference between the best and worst performing sectors is just
as dramatic, with a difference of over 50% as Information Technology sector is up over
14% YTD and Energy is down a whopping 37%
Speaking of Energy, this sector has been on a wild ride in 2020 as it gained more than
30% in the second quarter and is still down almost 40% YTD

Sector Performance Through Q2 2020
Here are the sector returns for YTD through June 30th as well as for Q2, both relatively
short time periods:

YTD

2Q2020

Healthcare

-1.72%

17.88%

Consumer Discretionary

6.60%

33.06%

Industrials

-15.50%

16.66%

Financials

-24.62%

10.25%

Information Technology

14.21%

33.05%

Materials

-8.04%

27.50%

Energy

-37.02%

32.13%

Consumer Staples

-7.05%

9.32%

Communications Services

-0.97%

23.28%

Utilities

-12.61%

1.36%

Real Estate

-9.96%

11.64%

This chart is for illustrative purposes only and does not represent the performance of any specific security. Past
performance cannot guarantee future results. Source: Standard and Poor's

COVID-19s Impact on Retail

T

he retailing bankruptcy trend so far in 2020, exacerbated by COVID–19, is
worrisome:

In July, Brooks Brothers, founded in 1818, filed for Chapter 11 bankruptcy protection,
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pushed over the edge by the impact of COVID–19. Brooks Brothers is considered one
of the oldest–line retailers and brags of having dressed 40 of the 45 U.S. Presidents
J.C. Penney filed for Chapter 11 bankruptcy in May and plans to close 154 stores
Neiman Marcus and J. Crew filed for Chapter 11 bankruptcy in May
Tuesday Morning filed for Chapter 11 bankruptcy in May
Lucky Brand Dungarees filed for Chapter 11 bankruptcy on July 3

The National Retail Federation, the world's largest retail trade association, states that
retail “is the nation's largest private–sector employer, contributing $3.9 trillion to annual
GDP and supporting one in four U.S. jobs – 52 million working Americans.”

In addition, it's important to know that “retail sales” comprise roughly half of the total
consumer spending and about one–third of our aggregate economic activity. And total
consumer spending accounts for almost 70% of our Gross Domestic Product.
On July 16th, the U.S. Census Bureau announced the following advance estimates of
U.S. retail and food services sales for June 2020:
Advance estimates of U.S. retail and food services sales for June 2020, adjusted for
seasonal variation and holiday and trading–day differences, but not for price changes,
were $524.3 billion, an increase of 7.5%
The April 2020 to May 2020 percent change was revised up) to up 18.2%
Nonstore retailers were up 23.5% from June 2019, while building material and garden
equipment and supplies dealers were up 17.3% from last year

Miss the July 15th Tax Filing Deadline

I

f you didn't file your 2019 federal tax return or request an extension by July 15, you
should not let that stop you from submitting your 1040 and paying your tax as soon
as possible if you owe the IRS money. Acting quickly will help keep the penalties and
interest you may owe from getting out of hand.
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If you're confident you're due a refund, then there's no reason to worry. The IRS
doesn't penalize taxpayers for filing a late return if they're due a refund.

Your Financial Advisor

Y

ou might be tempted to think you can pick winning stocks and winning mutual
funds, but investors need to understand the risks – not just be able to articulate a
cool story. And the vast majority of the time, most investors just don't have the time to
perform the proper research and stay up to date on how particular investments,
industries or sectors are performing, so that's usually best left to a professional.
Further, your investments must fit into your overall financial plan.
Talk to your financial advisor to make sure your financial plan is consistent with your
goals and risk profile, so you can sleep more easily at night.

FIO-SUMMER-2020
Oracle Financial Planners LLC cannot accept trade orders through e-mail. Important letters,
e-mail, or fax messages should be confirmed by calling (651) 442-0465. This email service may
not be monitored every day, or after normal business hours. Securities offered through Cambridge
Investment Research, Inc., a Broker/Dealer, Member FINRA/SIPC. Advisory Services offered
through Cambridge Investment Research Advisors, Inc., a Registered Investment Advisor.
Cambridge and Oracle Financial Planners, LLC are not affiliated. MN Insurance Lic. #:
IN-20327395. The information in this email is confidential and may be legally privileged. It is
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intended solely for the addressee. Access to this email by anyone else is unauthorized. If you are
not the intended recipient any disclosure, copying, distribution or any action taken in reliance on it,
is prohibited and may be unlawful.

If you no longer wish to receive newsletters of this type, please unsubscribe here.

8/10/2020, 2:13 PM

