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Tax & Estate Planning Considerations
BY KODY BROWN ,  CFP®

As a �rm, it is our goal to deliver timely updates and insights on 
topics we are thinking about for our valued clients and their 
families. Since personal tax �ling deadlines for 2021 loom just 
around the corner, here a few topics to consider for this tax 
year, 2022.

Tax Loss Harvesting: �e recent volatility experienced due to 
in�ationary fears and the resulting expected rate hikes from the 
Fed (only exacerbated by the con�ict in Ukraine), led us to look 
for tax loss harvesting opportunities in our portfolios. While 
tax year 2021 was full of larger-than-average realized gains 
(year-end tax loss harvesting was not possible with all-time 
market highs), it is our goal to utilize tax loss harvesting to 
o�set reportable gains whenever favorable for our clients. �us, 
in the middle of March, we opportunistically realized losses in 
three core portfolio holdings and swapped into representative 
ETFs. A�er a month, we plan to exit the ETFs and trade back 
into the original positions. �ese realized losses should help 
o�set potential gains through the 2022 tax year and possibly 
beyond, but also avoid “time out of the market” for your 
portfolios.

Small Company Retirement Plans: One topic for California 
business owners to consider—as of June 30, 2022, companies 
with �ve or more employees must establish a retirement plan 
and o�er it to their employees. If a company plan is not in e�ect 
by the June deadline, CA will automatically enroll your 
employees in its own generic CalSavers plan, all while 
progressively �ning businesses �rst $250, and eventually $500 
per employee for noncompliance. To avoid �nes, businesses not 
interested in running their own plan may opt into the CalSavers 
plan. From there, employees may decide whether to participate 
in the plan or not, at an individual level, all without penalizing 
their employer for their own decisions. �e CalSavers plan 
establishes a Roth IRA with $6,000 annual contribution limits 
with no required employer match. �ese plans are not tailored 
for the speci�c needs of your employees but do o�er simpli�ed 
retirement saving solutions. We are working diligently to 
establish plans for several clients currently and can �eld any 
questions you might have about forming a retirement plan 
before the June deadline as well.

Tax Cuts and Jobs Act of 2017: �ese 2017 Laws established 
favorable estate and tax planning opportunities, but many rules 
will sunset, or phase out, in 2026. �e estate tax exclusion 
amount for 2022 is $12,060,000 per spouse or $24,120,000 per 
household. �ough the taxability of an estate is ultimately 
calculated at the passing of one or both spouses, utilization of 
irrevocable gi�s and trust structures can lock in the higher 
exemption amount during your lifetime, before expected 
reductions in lifetime estate exemption amounts.

Annual Gi�s: If a looming estate tax bill does not concern you, 
but you would like to make gi�s to speci�c persons now, you 
may leverage the annual exclusion amount of $16,000, per 
spouse, per bene�ciary. Note that you may gi� to any recipient 
of your choosing (not limited to family bene�ciaries). Also keep 
in mind this amount does not require a gi� tax �ling, can be 
done each year, and does not reduce your lifetime estate 
exclusion amount.

If you would like to discuss any of the above tax related topics, 
please contact our o�ce and ask to speak with an advisor.

Commodities
B Y  B E R K E L E Y  H A R R I S O N ,  C F A

In recent decades, upward spikes in commodity prices were driven 
by increased demand, like the rapid industrialization of China and 
the resulting rise of consumer demand in that country. �is time, 
the situation is being driven by supply shortages. Two broad types 
of supply constraints are at play in the post-covid restart.  

1. Delicate Supply Chain. Firstly, the pandemic already 
highlighted the in�exibility of both worldwide production of 
various industries (e.g. autos, chips) and the delicate supply chain 
that previously kept all manufacturers moving smoothly (ports like 
Los Angeles). �en the Russia / Ukraine war disrupted oil and gas 
pricing worldwide, striking at precisely the moment when demand 
had caught up to the production expansion over the prior two 
decades. Production �exibility is beholden to the weakest link in 
the supply chain.

2. Spending Shi�. Secondly, the consumer massively shi�ed 
spending from contact-intensive services such as gyms, restaurants, 
and travel to durable goods such as automobiles. Bottle-necks 
resulted in goods-producing sectors, leading to in�ation. In an 
unexpected twist, the lengthy Covid lockdown led to service 
workers dropping out of the workforce, resulting in a severe 
shortage of restaurant workers, adding to wage in�ation. 

Unintended Consequences of policy changes.  Another 
factor to consider in the mix is the move to net-zero carbon 
emissions. A gradual, orderly transition to net-zero would be the 
least in�ationary path. Unfortunately, governments and 
consumers are making abrupt changes in their policies and 
consumption habits, mandating dramatic increases in clean 
energy production and transportation. For example, China 
recently pushed to reduce emissions by cutting coal use, surging 
demand for natural gas. Governments are imposing carbon taxes 
or increasing regulations, leading to an emphasis on o�en less 
cost-e�ective solutions such as wind farms, solar, or the use of 
electric cranes in ports. Don’t get us wrong, we are all for cleaner 
energy policies, it’s just that all renewables combined at this time 
only account for 20% of U.S. energy production, and it is di�cult, 
if not impossible to make these changes overnight. Don’t forget 
that many of these clean energy solutions are weather dependent, 
and tend not to work when the sun goes down (e.g. solar, wind), 
so electricity storage and/or backup systems are increasingly 
important (additional costs). With consumers simultaneously 
shi�ing to greener products such as soy-based meats and electric 
autos, it is little wonder that the cost of one of the cleanest 
burning fuels, natural gas, is up over 100% in the last two years.

In recognition of these changes, which we estimate may persist for 
several years, in late January we purchased a commodity-focused 
natural resources ETF (think commodities producers & 
distributors), for most client advisory accounts. We feel such 
commodity exposure will provide some protection for our client 
portfolios in these tumultuous times we are experiencing.

In�ation seems to be in the news daily and on everyone’s mind–I 
just �lled up my completely empty gas tank at a cost of $133.40! – 
in�ation is on my mind as well. Below are some facts as to what 
goes into Consumer Price Index (CPI), and comments on what 
such higher levels of in�ation could mean for the economy and 
markets. Warren Bu�et famously said that “forecasts may tell you a 
great deal about forecaster, but they tell you nothing about the 
future.” While we are not trying to predict the future, below is our 
best thinking on how rising prices may impact the economy over 
the coming few years.  
�e CPI is supposed to be a relative “average” level of in�ation that 
consumers are experiencing. Below is the makeup of the CPI:

A savvy client once asked me, “Michael, how can I calculate my 
personal level of in�ation?” Great question, hard answer. To the 
extent your consumption basket of goods and services matches 
relatively well with the chart above, then the Bureau of Labor 
Statistic’s averages, CPI, is very relevant for you. However, many 
people’s purchases are di�erent, trending higher or lower than the 
7.9% in�ation reported over the past year. Let’s examine a few of 
the most relevant categories, and sort through the implications.

Shelter, representing one-third (1/3) of the CPI, is calculated 
a�er asking tens of thousand of people, “how much are you paying 
in rent”, if they are renters, or “how much would you rent this 
house for” if you are homeowners (the so-called “Owner’s 
Equivalent Rent”). In the pandemic, when rents were frozen, or in 
markets where rental increases are capped, this can be a lagging 
statistic. Also, many owners don’t appreciate the state of the rental 
market, e.g. what is a fair rental amount for their unfurnished 
house? Note, CPI is not measuring the cost of buying a new 
property (which we all know has increased dramatically), as that is 
much more of an investment function. CPI was constructed to 
approximate a basket of consumption goods and services, not the 
cost of a durable, long-life asset purchases like houses, or stocks and 
bonds. �ese calculation nuances lead many to think that CPI is 
dramatically undercounting housing costs. However, if you already 
own your home, and either have no mortgage or have a �xed-rate 
mortgage, is your personal cost to own a home (other than utilities, 

taxes, upkeep, etc.) really increasing in such a manner as someone 
now renting? (Especially if you re�nanced in the last few years, 
potentially lowering your costs.) Our take, is that this cuts both 
ways, overstating for some and understating for others, but since 
nearly 66% of Americans own their own home, this component of 
CPI, while very real for those purchasing, is not a huge driver for 
many of our client’s personal rate of in�ation.

Food is the next biggest expenditure that goes into CPI, both 
eating out and at home, totaling about 14% of typical 
expenditures. Food, especially meats, cheeses, specialty foods and 
dining out, has obviously seen tremendous cost increases, and our 
belief is that those increases are not likely going away anytime 
soon. �e global pandemic and resulting supply chain disruptions, 
trade disputes, labor costs and now the war in Ukraine have all 
coalesced, driving up the cost of food. �is is a particularly di�cult 
issue for those nearer the bottom of the economic ladder who tend 
to spend a higher proportion of their income on food and 
transportation. �e question is, will such cost increases continue 
for the next several years? People tend not to sit still for long 
periods of time under such strains of higher in�ation. Substitution 
of products, cutting back purchases, even starting your own 
vegetable or herb garden, are typical responses witnessed in the 
past, and I see little reason to suspect “this time is di�erent”. Ask 
yourself this question: Am I really going to walk down the street to 
Urban Plates restaurant if my Asian Chicken Salad and soda now 
costs $27? Not likely, if Trader Joe’s market is just down that same 
street and an alternative salad costs only $5.99. We have now seen 
nearly two years of labor force participation growth as the 
economy continues to heal from the 2020/21 pandemic shocks. 
Labor costs will not improve overnight, but they should gradually 
come into more balance, albeit at a (likely) higher hourly cost. We 
believe persistent in�ation in this Food category is unlikely over 
the next 3-4 years, but maybe for the next year or so.

Lastly, Transportation and Energy, which represents around 
13% of direct outlays for consumers, are rising at the fastest annual 
clip in more than a generation. Used car prices are up 20-40% over 
the last few years, while new cars, if you are lucky enough to �nd 
one, are currently selling above the sticker price. Given the global 
supply chain problems, geopolitical struggles, the di�culty our 
Federal Government has sticking with a long-term energy policy, 
combined with an increasingly a�uent population that demands a 
myriad of energy-consuming goods and services at its �ngertips, 
this is the sector we think may have longer-term upward pricing 
pressure. Today’s high-end electric car is not the same as your 
father’s V-8 powered Buick because it is not simply a replacement 
good at triple the cost (unlike other static goods—a loaf of bread, 
a gallon of gas, etc.). Today’s car is a vastly superior performance 
and safety machine, with lane-correcting technology, multiple 
airbags, backup cameras, GPS navigation, anti-lock brakes and 
internet connectivity, necessitating dozens of pricey 
semiconductors to power these new features. Given our 
long-standing car culture, the U.S. seems likely to rely on 
automobiles for the forseeable future.

In�ation and the CPI 
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Impacts of Higher In�ation
For business, higher in�ation is experienced by rising costs of 
inputs such as raw materials, purchased products or other services, 
and labor costs. In�ation tends to create rising revenues for �rms 
that can pass on such higher input costs to consumers by raising 
prices. But ultimately, in�ation leads to consumer problems if 
in�ation runs too high for too long, as consumers represent 
two-thirds (2/3) of all economic activity and will pare back their 
spending if expenses begin to exceed their budget or comfort level 
for too long. Furthermore, in�ation tends to lead to higher interest 
rates, a natural “braking” e�ect on the economy, as businesses and 
consumers generally cut back on borrowing as costs increase. 
Higher interest rates depress the value of existing �xed rate bonds 
since newer bonds can be obtained with a higher rate of interest 
than previously issued bonds. Lastly, higher interest rates tend to 
dampen stock prices, as investors worry both about the typical 
slowdown in economic activity such higher rates may bring, and 
the simple fact that bonds now have a higher potential return and 
comparatively look more appealing than when rates were lower. 

Many commentators and economists, including one of my favorites, 
Brian Wesbury, have valid arguments that in�ation is �rst and 
foremost a monetary problem, and that the printing of too much 
money and insertion of such money into the �nancial system by the 
Federal Reserve, is the root of in�ation. We have seen this argument 
before, since we saw the Fed pump in huge amounts of liquidity in 
response to the Financial Crises of 2008-09; that was also supposed 
to lead to massive in�ation, and it simply did not happen. �is time 
around we have already had a year of rising prices, the Fed starting 
to raise rates, and soon the shrinking of its balance sheet. We believe 
the supply response, the continuing technology and productivity 
improvements, as well as a return to more traditional consumption 
patterns, will cause in�ation to turn the corner soon and ebb lower 
over time. �e Fed is called upon again, to engineer a “so� landing” 
for the economy as they raise rates in the face of a myriad of 
challenges: going too slowly may cause the current in�ation to 
persist, while going too quickly may cause a recession. All told, we 
remain cautiously optimistic, and while my buddy in manufacturing 
may be right, in�ation could stick around and be more persistent 
than I (or many others) thought, we still don’t believe this will be 
the main topic of the day a few years from now.

—Best regards, Michael
MICHAEL HATCH, CFP®, MBA, JD

Estate Planning Basics
B Y  D A N I E L L E  S M I T H ,  CFP®

THE WHO’S WHO OF ESTATE PLANNING

Do you ever wonder about the di�erence between a Healthcare 
Power of Attorney and a Power of Attorney? What about an 
Executor and Trustee? It’s easy to get confused due to the numerous 
terms, de�nitions, and positions in the Financial and Estate Planning 
world. Below is a simple breakdown of some of the common players. 

Power of Attorney (POA): A POA is a legal document that 
gives someone you choose the power to act in your place in 
�nancial and legal matters. �ere are di�erent levels of authority 
this document can give. Generally, this document is dra�ed by an 
attorney, but there are also more generic �ll-in-the-blank type of 
documents. A Limited POA can be used to give speci�c powers 
to a person, like paying bills or signing on your behalf for a real 
estate transaction. A General POA is a much broader authority, 
and that person can do anything you can do, without exception. 
A POA should be an individual person or trusted �duciary 
service and generally most trust companies or banks will not act 
as POA. One other important consideration is to speak with 
your legal counsel as to how and under what conditions your 
POA is activated; some are immediately e�ective when you sign, 
others may require speci�c medical proof of incapacity to 
become e�ective. Lastly, these powers generally terminate at 
death. Even if you have a trust, a POA can be very important, as 
things outside of your trust – like your IRA account – could be 
managed by someone else via a POA.

Healthcare Power of Attorney (HPOA): �e HPOA, sometimes 
referred to as advance healthcare directive, is a legal document which 
identi�es who you want to make healthcare decisions for you if you 
become incapacitated. �is document also details the type and level of 
medical care one wants to receive and may include end-of-life 
decisions. (Sometimes this is a separate “Living Will” document 
governing end-of-life instructions.) A HPOA should be an individual 
person or trusted professional �duciary. A trust company or bank 
generally cannot act as your HPOA. 

Executor / Administrator / Personal Representative: An 
Executor is a person appointed by the decedent’s will to settle an 
individual estate, typically via the probate court process. An 
Administrator is a person appointed by the court to settle the 
estate. Many times, courts do not distinguish between an Executor 
and Administrator, but instead refer to them as the Personal 
Representative (PR), and this also may simply vary by the state in 
which you live. �is position has many duties in the settlement of 
the decedent’s estate, including locating assets, taking control of 
those assets, notifying bene�ciaries, tax or other regulatory 
compliance matters, distributing assets to bene�ciaries, along with 
reporting requirements. A Personal Representative is most 
commonly an individual person and there can be restrictions as to 
who can serve (e.g. in many states the representative must reside 
within the state).   

Trustee: �e Grantor (also called the settlor, trustor, creator, 
or trust maker) is the person who creates a trust. �e Trustee 
manages the assets that are in the trust. Many grantors choose 
to be the Trustee and continue to manage their a�airs for as 
long as they are able. Married couples are o�en Co-Trustees so 
that when one dies or becomes incapacitated, the surviving 
spouse can continue to handle their �nances with no other 
actions or steps required, including court interference. A 
Successor Trustee is named to step in and manage the trust 
when the original Trustee is no longer able or willing to 
continue management. Typically, several Successor Trustees 
are named in succession in case one or more cannot act, and 
sometimes two or more adult children are named to act 
together. A Corporate Trustee (bank or trust company) or 
Private Fiduciary may also be an appropriate choice for many 
families or individuals.

�e above is not intended to be legal advice. �e estate planning 
process includes many nuanced topics and should be discussed in 
depth with your estate planning attorney. 
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As a �rm, it is our goal to deliver timely updates and insights on 
topics we are thinking about for our valued clients and their 
families. Since personal tax �ling deadlines for 2021 loom just 
around the corner, here a few topics to consider for this tax 
year, 2022.

Tax Loss Harvesting: �e recent volatility experienced due to 
in�ationary fears and the resulting expected rate hikes from the 
Fed (only exacerbated by the con�ict in Ukraine), led us to look 
for tax loss harvesting opportunities in our portfolios. While 
tax year 2021 was full of larger-than-average realized gains 
(year-end tax loss harvesting was not possible with all-time 
market highs), it is our goal to utilize tax loss harvesting to 
o�set reportable gains whenever favorable for our clients. �us, 
in the middle of March, we opportunistically realized losses in 
three core portfolio holdings and swapped into representative 
ETFs. A�er a month, we plan to exit the ETFs and trade back 
into the original positions. �ese realized losses should help 
o�set potential gains through the 2022 tax year and possibly 
beyond, but also avoid “time out of the market” for your 
portfolios.

Small Company Retirement Plans: One topic for California 
business owners to consider—as of June 30, 2022, companies 
with �ve or more employees must establish a retirement plan 
and o�er it to their employees. If a company plan is not in e�ect 
by the June deadline, CA will automatically enroll your 
employees in its own generic CalSavers plan, all while 
progressively �ning businesses �rst $250, and eventually $500 
per employee for noncompliance. To avoid �nes, businesses not 
interested in running their own plan may opt into the CalSavers 
plan. From there, employees may decide whether to participate 
in the plan or not, at an individual level, all without penalizing 
their employer for their own decisions. �e CalSavers plan 
establishes a Roth IRA with $6,000 annual contribution limits 
with no required employer match. �ese plans are not tailored 
for the speci�c needs of your employees but do o�er simpli�ed 
retirement saving solutions. We are working diligently to 
establish plans for several clients currently and can �eld any 
questions you might have about forming a retirement plan 
before the June deadline as well.

Tax Cuts and Jobs Act of 2017: �ese 2017 Laws established 
favorable estate and tax planning opportunities, but many rules 
will sunset, or phase out, in 2026. �e estate tax exclusion 
amount for 2022 is $12,060,000 per spouse or $24,120,000 per 
household. �ough the taxability of an estate is ultimately 
calculated at the passing of one or both spouses, utilization of 
irrevocable gi�s and trust structures can lock in the higher 
exemption amount during your lifetime, before expected 
reductions in lifetime estate exemption amounts.

Annual Gi�s: If a looming estate tax bill does not concern you, 
but you would like to make gi�s to speci�c persons now, you 
may leverage the annual exclusion amount of $16,000, per 
spouse, per bene�ciary. Note that you may gi� to any recipient 
of your choosing (not limited to family bene�ciaries). Also keep 
in mind this amount does not require a gi� tax �ling, can be 
done each year, and does not reduce your lifetime estate 
exclusion amount.

If you would like to discuss any of the above tax related topics, 
please contact our o�ce and ask to speak with an advisor.

Commodities
B Y  B E R K E L E Y  H A R R I S O N ,  C F A

In recent decades, upward spikes in commodity prices were driven 
by increased demand, like the rapid industrialization of China and 
the resulting rise of consumer demand in that country. �is time, 
the situation is being driven by supply shortages. Two broad types 
of supply constraints are at play in the post-covid restart.  

1. Delicate Supply Chain. Firstly, the pandemic already 
highlighted the in�exibility of both worldwide production of 
various industries (e.g. autos, chips) and the delicate supply chain 
that previously kept all manufacturers moving smoothly (ports like 
Los Angeles). �en the Russia / Ukraine war disrupted oil and gas 
pricing worldwide, striking at precisely the moment when demand 
had caught up to the production expansion over the prior two 
decades. Production �exibility is beholden to the weakest link in 
the supply chain.

2. Spending Shi�. Secondly, the consumer massively shi�ed 
spending from contact-intensive services such as gyms, restaurants, 
and travel to durable goods such as automobiles. Bottle-necks 
resulted in goods-producing sectors, leading to in�ation. In an 
unexpected twist, the lengthy Covid lockdown led to service 
workers dropping out of the workforce, resulting in a severe 
shortage of restaurant workers, adding to wage in�ation. 

Unintended Consequences of policy changes.  Another 
factor to consider in the mix is the move to net-zero carbon 
emissions. A gradual, orderly transition to net-zero would be the 
least in�ationary path. Unfortunately, governments and 
consumers are making abrupt changes in their policies and 
consumption habits, mandating dramatic increases in clean 
energy production and transportation. For example, China 
recently pushed to reduce emissions by cutting coal use, surging 
demand for natural gas. Governments are imposing carbon taxes 
or increasing regulations, leading to an emphasis on o�en less 
cost-e�ective solutions such as wind farms, solar, or the use of 
electric cranes in ports. Don’t get us wrong, we are all for cleaner 
energy policies, it’s just that all renewables combined at this time 
only account for 20% of U.S. energy production, and it is di�cult, 
if not impossible to make these changes overnight. Don’t forget 
that many of these clean energy solutions are weather dependent, 
and tend not to work when the sun goes down (e.g. solar, wind), 
so electricity storage and/or backup systems are increasingly 
important (additional costs). With consumers simultaneously 
shi�ing to greener products such as soy-based meats and electric 
autos, it is little wonder that the cost of one of the cleanest 
burning fuels, natural gas, is up over 100% in the last two years.

In recognition of these changes, which we estimate may persist for 
several years, in late January we purchased a commodity-focused 
natural resources ETF (think commodities producers & 
distributors), for most client advisory accounts. We feel such 
commodity exposure will provide some protection for our client 
portfolios in these tumultuous times we are experiencing.

In�ation seems to be in the news daily and on everyone’s mind–I 
just �lled up my completely empty gas tank at a cost of $133.40! – 
in�ation is on my mind as well. Below are some facts as to what 
goes into Consumer Price Index (CPI), and comments on what 
such higher levels of in�ation could mean for the economy and 
markets. Warren Bu�et famously said that “forecasts may tell you a 
great deal about forecaster, but they tell you nothing about the 
future.” While we are not trying to predict the future, below is our 
best thinking on how rising prices may impact the economy over 
the coming few years.  
�e CPI is supposed to be a relative “average” level of in�ation that 
consumers are experiencing. Below is the makeup of the CPI:

A savvy client once asked me, “Michael, how can I calculate my 
personal level of in�ation?” Great question, hard answer. To the 
extent your consumption basket of goods and services matches 
relatively well with the chart above, then the Bureau of Labor 
Statistic’s averages, CPI, is very relevant for you. However, many 
people’s purchases are di�erent, trending higher or lower than the 
7.9% in�ation reported over the past year. Let’s examine a few of 
the most relevant categories, and sort through the implications.

Shelter, representing one-third (1/3) of the CPI, is calculated 
a�er asking tens of thousand of people, “how much are you paying 
in rent”, if they are renters, or “how much would you rent this 
house for” if you are homeowners (the so-called “Owner’s 
Equivalent Rent”). In the pandemic, when rents were frozen, or in 
markets where rental increases are capped, this can be a lagging 
statistic. Also, many owners don’t appreciate the state of the rental 
market, e.g. what is a fair rental amount for their unfurnished 
house? Note, CPI is not measuring the cost of buying a new 
property (which we all know has increased dramatically), as that is 
much more of an investment function. CPI was constructed to 
approximate a basket of consumption goods and services, not the 
cost of a durable, long-life asset purchases like houses, or stocks and 
bonds. �ese calculation nuances lead many to think that CPI is 
dramatically undercounting housing costs. However, if you already 
own your home, and either have no mortgage or have a �xed-rate 
mortgage, is your personal cost to own a home (other than utilities, 

taxes, upkeep, etc.) really increasing in such a manner as someone 
now renting? (Especially if you re�nanced in the last few years, 
potentially lowering your costs.) Our take, is that this cuts both 
ways, overstating for some and understating for others, but since 
nearly 66% of Americans own their own home, this component of 
CPI, while very real for those purchasing, is not a huge driver for 
many of our client’s personal rate of in�ation.

Food is the next biggest expenditure that goes into CPI, both 
eating out and at home, totaling about 14% of typical 
expenditures. Food, especially meats, cheeses, specialty foods and 
dining out, has obviously seen tremendous cost increases, and our 
belief is that those increases are not likely going away anytime 
soon. �e global pandemic and resulting supply chain disruptions, 
trade disputes, labor costs and now the war in Ukraine have all 
coalesced, driving up the cost of food. �is is a particularly di�cult 
issue for those nearer the bottom of the economic ladder who tend 
to spend a higher proportion of their income on food and 
transportation. �e question is, will such cost increases continue 
for the next several years? People tend not to sit still for long 
periods of time under such strains of higher in�ation. Substitution 
of products, cutting back purchases, even starting your own 
vegetable or herb garden, are typical responses witnessed in the 
past, and I see little reason to suspect “this time is di�erent”. Ask 
yourself this question: Am I really going to walk down the street to 
Urban Plates restaurant if my Asian Chicken Salad and soda now 
costs $27? Not likely, if Trader Joe’s market is just down that same 
street and an alternative salad costs only $5.99. We have now seen 
nearly two years of labor force participation growth as the 
economy continues to heal from the 2020/21 pandemic shocks. 
Labor costs will not improve overnight, but they should gradually 
come into more balance, albeit at a (likely) higher hourly cost. We 
believe persistent in�ation in this Food category is unlikely over 
the next 3-4 years, but maybe for the next year or so.

Lastly, Transportation and Energy, which represents around 
13% of direct outlays for consumers, are rising at the fastest annual 
clip in more than a generation. Used car prices are up 20-40% over 
the last few years, while new cars, if you are lucky enough to �nd 
one, are currently selling above the sticker price. Given the global 
supply chain problems, geopolitical struggles, the di�culty our 
Federal Government has sticking with a long-term energy policy, 
combined with an increasingly a�uent population that demands a 
myriad of energy-consuming goods and services at its �ngertips, 
this is the sector we think may have longer-term upward pricing 
pressure. Today’s high-end electric car is not the same as your 
father’s V-8 powered Buick because it is not simply a replacement 
good at triple the cost (unlike other static goods—a loaf of bread, 
a gallon of gas, etc.). Today’s car is a vastly superior performance 
and safety machine, with lane-correcting technology, multiple 
airbags, backup cameras, GPS navigation, anti-lock brakes and 
internet connectivity, necessitating dozens of pricey 
semiconductors to power these new features. Given our 
long-standing car culture, the U.S. seems likely to rely on 
automobiles for the forseeable future.

Impacts of Higher In�ation
For business, higher in�ation is experienced by rising costs of 
inputs such as raw materials, purchased products or other services, 
and labor costs. In�ation tends to create rising revenues for �rms 
that can pass on such higher input costs to consumers by raising 
prices. But ultimately, in�ation leads to consumer problems if 
in�ation runs too high for too long, as consumers represent 
two-thirds (2/3) of all economic activity and will pare back their 
spending if expenses begin to exceed their budget or comfort level 
for too long. Furthermore, in�ation tends to lead to higher interest 
rates, a natural “braking” e�ect on the economy, as businesses and 
consumers generally cut back on borrowing as costs increase. 
Higher interest rates depress the value of existing �xed rate bonds 
since newer bonds can be obtained with a higher rate of interest 
than previously issued bonds. Lastly, higher interest rates tend to 
dampen stock prices, as investors worry both about the typical 
slowdown in economic activity such higher rates may bring, and 
the simple fact that bonds now have a higher potential return and 
comparatively look more appealing than when rates were lower. 

Many commentators and economists, including one of my favorites, 
Brian Wesbury, have valid arguments that in�ation is �rst and 
foremost a monetary problem, and that the printing of too much 
money and insertion of such money into the �nancial system by the 
Federal Reserve, is the root of in�ation. We have seen this argument 
before, since we saw the Fed pump in huge amounts of liquidity in 
response to the Financial Crises of 2008-09; that was also supposed 
to lead to massive in�ation, and it simply did not happen. �is time 
around we have already had a year of rising prices, the Fed starting 
to raise rates, and soon the shrinking of its balance sheet. We believe 
the supply response, the continuing technology and productivity 
improvements, as well as a return to more traditional consumption 
patterns, will cause in�ation to turn the corner soon and ebb lower 
over time. �e Fed is called upon again, to engineer a “so� landing” 
for the economy as they raise rates in the face of a myriad of 
challenges: going too slowly may cause the current in�ation to 
persist, while going too quickly may cause a recession. All told, we 
remain cautiously optimistic, and while my buddy in manufacturing 
may be right, in�ation could stick around and be more persistent 
than I (or many others) thought, we still don’t believe this will be 
the main topic of the day a few years from now.

—Best regards, Michael
MICHAEL HATCH, CFP®, MBA, JD

Estate Planning Basics
B Y  D A N I E L L E  S M I T H ,  CFP®

THE WHO’S WHO OF ESTATE PLANNING

Do you ever wonder about the di�erence between a Healthcare 
Power of Attorney and a Power of Attorney? What about an 
Executor and Trustee? It’s easy to get confused due to the numerous 
terms, de�nitions, and positions in the Financial and Estate Planning 
world. Below is a simple breakdown of some of the common players. 

Power of Attorney (POA): A POA is a legal document that 
gives someone you choose the power to act in your place in 
�nancial and legal matters. �ere are di�erent levels of authority 
this document can give. Generally, this document is dra�ed by an 
attorney, but there are also more generic �ll-in-the-blank type of 
documents. A Limited POA can be used to give speci�c powers 
to a person, like paying bills or signing on your behalf for a real 
estate transaction. A General POA is a much broader authority, 
and that person can do anything you can do, without exception. 
A POA should be an individual person or trusted �duciary 
service and generally most trust companies or banks will not act 
as POA. One other important consideration is to speak with 
your legal counsel as to how and under what conditions your 
POA is activated; some are immediately e�ective when you sign, 
others may require speci�c medical proof of incapacity to 
become e�ective. Lastly, these powers generally terminate at 
death. Even if you have a trust, a POA can be very important, as 
things outside of your trust – like your IRA account – could be 
managed by someone else via a POA.

Healthcare Power of Attorney (HPOA): �e HPOA, sometimes 
referred to as advance healthcare directive, is a legal document which 
identi�es who you want to make healthcare decisions for you if you 
become incapacitated. �is document also details the type and level of 
medical care one wants to receive and may include end-of-life 
decisions. (Sometimes this is a separate “Living Will” document 
governing end-of-life instructions.) A HPOA should be an individual 
person or trusted professional �duciary. A trust company or bank 
generally cannot act as your HPOA. 

Executor / Administrator / Personal Representative: An 
Executor is a person appointed by the decedent’s will to settle an 
individual estate, typically via the probate court process. An 
Administrator is a person appointed by the court to settle the 
estate. Many times, courts do not distinguish between an Executor 
and Administrator, but instead refer to them as the Personal 
Representative (PR), and this also may simply vary by the state in 
which you live. �is position has many duties in the settlement of 
the decedent’s estate, including locating assets, taking control of 
those assets, notifying bene�ciaries, tax or other regulatory 
compliance matters, distributing assets to bene�ciaries, along with 
reporting requirements. A Personal Representative is most 
commonly an individual person and there can be restrictions as to 
who can serve (e.g. in many states the representative must reside 
within the state).   

Trustee: �e Grantor (also called the settlor, trustor, creator, 
or trust maker) is the person who creates a trust. �e Trustee 
manages the assets that are in the trust. Many grantors choose 
to be the Trustee and continue to manage their a�airs for as 
long as they are able. Married couples are o�en Co-Trustees so 
that when one dies or becomes incapacitated, the surviving 
spouse can continue to handle their �nances with no other 
actions or steps required, including court interference. A 
Successor Trustee is named to step in and manage the trust 
when the original Trustee is no longer able or willing to 
continue management. Typically, several Successor Trustees 
are named in succession in case one or more cannot act, and 
sometimes two or more adult children are named to act 
together. A Corporate Trustee (bank or trust company) or 
Private Fiduciary may also be an appropriate choice for many 
families or individuals.

�e above is not intended to be legal advice. �e estate planning 
process includes many nuanced topics and should be discussed in 
depth with your estate planning attorney. 

The Fed is called upon again, 
to engineer a “soft landing” 

“

”
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Tax & Estate Planning Considerations
BY KODY BROWN ,  CFP®

As a �rm, it is our goal to deliver timely updates and insights on 
topics we are thinking about for our valued clients and their 
families. Since personal tax �ling deadlines for 2021 loom just 
around the corner, here a few topics to consider for this tax 
year, 2022.

Tax Loss Harvesting: �e recent volatility experienced due to 
in�ationary fears and the resulting expected rate hikes from the 
Fed (only exacerbated by the con�ict in Ukraine), led us to look 
for tax loss harvesting opportunities in our portfolios. While 
tax year 2021 was full of larger-than-average realized gains 
(year-end tax loss harvesting was not possible with all-time 
market highs), it is our goal to utilize tax loss harvesting to 
o�set reportable gains whenever favorable for our clients. �us, 
in the middle of March, we opportunistically realized losses in 
three core portfolio holdings and swapped into representative 
ETFs. A�er a month, we plan to exit the ETFs and trade back 
into the original positions. �ese realized losses should help 
o�set potential gains through the 2022 tax year and possibly 
beyond, but also avoid “time out of the market” for your 
portfolios.

Small Company Retirement Plans: One topic for California 
business owners to consider—as of June 30, 2022, companies 
with �ve or more employees must establish a retirement plan 
and o�er it to their employees. If a company plan is not in e�ect 
by the June deadline, CA will automatically enroll your 
employees in its own generic CalSavers plan, all while 
progressively �ning businesses �rst $250, and eventually $500 
per employee for noncompliance. To avoid �nes, businesses not 
interested in running their own plan may opt into the CalSavers 
plan. From there, employees may decide whether to participate 
in the plan or not, at an individual level, all without penalizing 
their employer for their own decisions. �e CalSavers plan 
establishes a Roth IRA with $6,000 annual contribution limits 
with no required employer match. �ese plans are not tailored 
for the speci�c needs of your employees but do o�er simpli�ed 
retirement saving solutions. We are working diligently to 
establish plans for several clients currently and can �eld any 
questions you might have about forming a retirement plan 
before the June deadline as well.

Tax Cuts and Jobs Act of 2017: �ese 2017 Laws established 
favorable estate and tax planning opportunities, but many rules 
will sunset, or phase out, in 2026. �e estate tax exclusion 
amount for 2022 is $12,060,000 per spouse or $24,120,000 per 
household. �ough the taxability of an estate is ultimately 
calculated at the passing of one or both spouses, utilization of 
irrevocable gi�s and trust structures can lock in the higher 
exemption amount during your lifetime, before expected 
reductions in lifetime estate exemption amounts.

Annual Gi�s: If a looming estate tax bill does not concern you, 
but you would like to make gi�s to speci�c persons now, you 
may leverage the annual exclusion amount of $16,000, per 
spouse, per bene�ciary. Note that you may gi� to any recipient 
of your choosing (not limited to family bene�ciaries). Also keep 
in mind this amount does not require a gi� tax �ling, can be 
done each year, and does not reduce your lifetime estate 
exclusion amount.

If you would like to discuss any of the above tax related topics, 
please contact our o�ce and ask to speak with an advisor.

Commodities
B Y  B E R K E L E Y  H A R R I S O N ,  C F A

In recent decades, upward spikes in commodity prices were driven 
by increased demand, like the rapid industrialization of China and 
the resulting rise of consumer demand in that country. �is time, 
the situation is being driven by supply shortages. Two broad types 
of supply constraints are at play in the post-covid restart.  

1. Delicate Supply Chain. Firstly, the pandemic already 
highlighted the in�exibility of both worldwide production of 
various industries (e.g. autos, chips) and the delicate supply chain 
that previously kept all manufacturers moving smoothly (ports like 
Los Angeles). �en the Russia / Ukraine war disrupted oil and gas 
pricing worldwide, striking at precisely the moment when demand 
had caught up to the production expansion over the prior two 
decades. Production �exibility is beholden to the weakest link in 
the supply chain.

2. Spending Shi�. Secondly, the consumer massively shi�ed 
spending from contact-intensive services such as gyms, restaurants, 
and travel to durable goods such as automobiles. Bottle-necks 
resulted in goods-producing sectors, leading to in�ation. In an 
unexpected twist, the lengthy Covid lockdown led to service 
workers dropping out of the workforce, resulting in a severe 
shortage of restaurant workers, adding to wage in�ation. 

Unintended Consequences of policy changes.  Another 
factor to consider in the mix is the move to net-zero carbon 
emissions. A gradual, orderly transition to net-zero would be the 
least in�ationary path. Unfortunately, governments and 
consumers are making abrupt changes in their policies and 
consumption habits, mandating dramatic increases in clean 
energy production and transportation. For example, China 
recently pushed to reduce emissions by cutting coal use, surging 
demand for natural gas. Governments are imposing carbon taxes 
or increasing regulations, leading to an emphasis on o�en less 
cost-e�ective solutions such as wind farms, solar, or the use of 
electric cranes in ports. Don’t get us wrong, we are all for cleaner 
energy policies, it’s just that all renewables combined at this time 
only account for 20% of U.S. energy production, and it is di�cult, 
if not impossible to make these changes overnight. Don’t forget 
that many of these clean energy solutions are weather dependent, 
and tend not to work when the sun goes down (e.g. solar, wind), 
so electricity storage and/or backup systems are increasingly 
important (additional costs). With consumers simultaneously 
shi�ing to greener products such as soy-based meats and electric 
autos, it is little wonder that the cost of one of the cleanest 
burning fuels, natural gas, is up over 100% in the last two years.

In recognition of these changes, which we estimate may persist for 
several years, in late January we purchased a commodity-focused 
natural resources ETF (think commodities producers & 
distributors), for most client advisory accounts. We feel such 
commodity exposure will provide some protection for our client 
portfolios in these tumultuous times we are experiencing.

In�ation seems to be in the news daily and on everyone’s mind–I 
just �lled up my completely empty gas tank at a cost of $133.40! – 
in�ation is on my mind as well. Below are some facts as to what 
goes into Consumer Price Index (CPI), and comments on what 
such higher levels of in�ation could mean for the economy and 
markets. Warren Bu�et famously said that “forecasts may tell you a 
great deal about forecaster, but they tell you nothing about the 
future.” While we are not trying to predict the future, below is our 
best thinking on how rising prices may impact the economy over 
the coming few years.  
�e CPI is supposed to be a relative “average” level of in�ation that 
consumers are experiencing. Below is the makeup of the CPI:

A savvy client once asked me, “Michael, how can I calculate my 
personal level of in�ation?” Great question, hard answer. To the 
extent your consumption basket of goods and services matches 
relatively well with the chart above, then the Bureau of Labor 
Statistic’s averages, CPI, is very relevant for you. However, many 
people’s purchases are di�erent, trending higher or lower than the 
7.9% in�ation reported over the past year. Let’s examine a few of 
the most relevant categories, and sort through the implications.

Shelter, representing one-third (1/3) of the CPI, is calculated 
a�er asking tens of thousand of people, “how much are you paying 
in rent”, if they are renters, or “how much would you rent this 
house for” if you are homeowners (the so-called “Owner’s 
Equivalent Rent”). In the pandemic, when rents were frozen, or in 
markets where rental increases are capped, this can be a lagging 
statistic. Also, many owners don’t appreciate the state of the rental 
market, e.g. what is a fair rental amount for their unfurnished 
house? Note, CPI is not measuring the cost of buying a new 
property (which we all know has increased dramatically), as that is 
much more of an investment function. CPI was constructed to 
approximate a basket of consumption goods and services, not the 
cost of a durable, long-life asset purchases like houses, or stocks and 
bonds. �ese calculation nuances lead many to think that CPI is 
dramatically undercounting housing costs. However, if you already 
own your home, and either have no mortgage or have a �xed-rate 
mortgage, is your personal cost to own a home (other than utilities, 

taxes, upkeep, etc.) really increasing in such a manner as someone 
now renting? (Especially if you re�nanced in the last few years, 
potentially lowering your costs.) Our take, is that this cuts both 
ways, overstating for some and understating for others, but since 
nearly 66% of Americans own their own home, this component of 
CPI, while very real for those purchasing, is not a huge driver for 
many of our client’s personal rate of in�ation.

Food is the next biggest expenditure that goes into CPI, both 
eating out and at home, totaling about 14% of typical 
expenditures. Food, especially meats, cheeses, specialty foods and 
dining out, has obviously seen tremendous cost increases, and our 
belief is that those increases are not likely going away anytime 
soon. �e global pandemic and resulting supply chain disruptions, 
trade disputes, labor costs and now the war in Ukraine have all 
coalesced, driving up the cost of food. �is is a particularly di�cult 
issue for those nearer the bottom of the economic ladder who tend 
to spend a higher proportion of their income on food and 
transportation. �e question is, will such cost increases continue 
for the next several years? People tend not to sit still for long 
periods of time under such strains of higher in�ation. Substitution 
of products, cutting back purchases, even starting your own 
vegetable or herb garden, are typical responses witnessed in the 
past, and I see little reason to suspect “this time is di�erent”. Ask 
yourself this question: Am I really going to walk down the street to 
Urban Plates restaurant if my Asian Chicken Salad and soda now 
costs $27? Not likely, if Trader Joe’s market is just down that same 
street and an alternative salad costs only $5.99. We have now seen 
nearly two years of labor force participation growth as the 
economy continues to heal from the 2020/21 pandemic shocks. 
Labor costs will not improve overnight, but they should gradually 
come into more balance, albeit at a (likely) higher hourly cost. We 
believe persistent in�ation in this Food category is unlikely over 
the next 3-4 years, but maybe for the next year or so.

Lastly, Transportation and Energy, which represents around 
13% of direct outlays for consumers, are rising at the fastest annual 
clip in more than a generation. Used car prices are up 20-40% over 
the last few years, while new cars, if you are lucky enough to �nd 
one, are currently selling above the sticker price. Given the global 
supply chain problems, geopolitical struggles, the di�culty our 
Federal Government has sticking with a long-term energy policy, 
combined with an increasingly a�uent population that demands a 
myriad of energy-consuming goods and services at its �ngertips, 
this is the sector we think may have longer-term upward pricing 
pressure. Today’s high-end electric car is not the same as your 
father’s V-8 powered Buick because it is not simply a replacement 
good at triple the cost (unlike other static goods—a loaf of bread, 
a gallon of gas, etc.). Today’s car is a vastly superior performance 
and safety machine, with lane-correcting technology, multiple 
airbags, backup cameras, GPS navigation, anti-lock brakes and 
internet connectivity, necessitating dozens of pricey 
semiconductors to power these new features. Given our 
long-standing car culture, the U.S. seems likely to rely on 
automobiles for the forseeable future.

Impacts of Higher In�ation
For business, higher in�ation is experienced by rising costs of 
inputs such as raw materials, purchased products or other services, 
and labor costs. In�ation tends to create rising revenues for �rms 
that can pass on such higher input costs to consumers by raising 
prices. But ultimately, in�ation leads to consumer problems if 
in�ation runs too high for too long, as consumers represent 
two-thirds (2/3) of all economic activity and will pare back their 
spending if expenses begin to exceed their budget or comfort level 
for too long. Furthermore, in�ation tends to lead to higher interest 
rates, a natural “braking” e�ect on the economy, as businesses and 
consumers generally cut back on borrowing as costs increase. 
Higher interest rates depress the value of existing �xed rate bonds 
since newer bonds can be obtained with a higher rate of interest 
than previously issued bonds. Lastly, higher interest rates tend to 
dampen stock prices, as investors worry both about the typical 
slowdown in economic activity such higher rates may bring, and 
the simple fact that bonds now have a higher potential return and 
comparatively look more appealing than when rates were lower. 

Many commentators and economists, including one of my favorites, 
Brian Wesbury, have valid arguments that in�ation is �rst and 
foremost a monetary problem, and that the printing of too much 
money and insertion of such money into the �nancial system by the 
Federal Reserve, is the root of in�ation. We have seen this argument 
before, since we saw the Fed pump in huge amounts of liquidity in 
response to the Financial Crises of 2008-09; that was also supposed 
to lead to massive in�ation, and it simply did not happen. �is time 
around we have already had a year of rising prices, the Fed starting 
to raise rates, and soon the shrinking of its balance sheet. We believe 
the supply response, the continuing technology and productivity 
improvements, as well as a return to more traditional consumption 
patterns, will cause in�ation to turn the corner soon and ebb lower 
over time. �e Fed is called upon again, to engineer a “so� landing” 
for the economy as they raise rates in the face of a myriad of 
challenges: going too slowly may cause the current in�ation to 
persist, while going too quickly may cause a recession. All told, we 
remain cautiously optimistic, and while my buddy in manufacturing 
may be right, in�ation could stick around and be more persistent 
than I (or many others) thought, we still don’t believe this will be 
the main topic of the day a few years from now.

—Best regards, Michael
MICHAEL HATCH, CFP®, MBA, JD

Estate Planning Basics
B Y  D A N I E L L E  S M I T H ,  CFP®

THE WHO’S WHO OF ESTATE PLANNING

Do you ever wonder about the di�erence between a Healthcare 
Power of Attorney and a Power of Attorney? What about an 
Executor and Trustee? It’s easy to get confused due to the numerous 
terms, de�nitions, and positions in the Financial and Estate Planning 
world. Below is a simple breakdown of some of the common players. 

Power of Attorney (POA): A POA is a legal document that 
gives someone you choose the power to act in your place in 
�nancial and legal matters. �ere are di�erent levels of authority 
this document can give. Generally, this document is dra�ed by an 
attorney, but there are also more generic �ll-in-the-blank type of 
documents. A Limited POA can be used to give speci�c powers 
to a person, like paying bills or signing on your behalf for a real 
estate transaction. A General POA is a much broader authority, 
and that person can do anything you can do, without exception. 
A POA should be an individual person or trusted �duciary 
service and generally most trust companies or banks will not act 
as POA. One other important consideration is to speak with 
your legal counsel as to how and under what conditions your 
POA is activated; some are immediately e�ective when you sign, 
others may require speci�c medical proof of incapacity to 
become e�ective. Lastly, these powers generally terminate at 
death. Even if you have a trust, a POA can be very important, as 
things outside of your trust – like your IRA account – could be 
managed by someone else via a POA.

Healthcare Power of Attorney (HPOA): �e HPOA, sometimes 
referred to as advance healthcare directive, is a legal document which 
identi�es who you want to make healthcare decisions for you if you 
become incapacitated. �is document also details the type and level of 
medical care one wants to receive and may include end-of-life 
decisions. (Sometimes this is a separate “Living Will” document 
governing end-of-life instructions.) A HPOA should be an individual 
person or trusted professional �duciary. A trust company or bank 
generally cannot act as your HPOA. 

Executor / Administrator / Personal Representative: An 
Executor is a person appointed by the decedent’s will to settle an 
individual estate, typically via the probate court process. An 
Administrator is a person appointed by the court to settle the 
estate. Many times, courts do not distinguish between an Executor 
and Administrator, but instead refer to them as the Personal 
Representative (PR), and this also may simply vary by the state in 
which you live. �is position has many duties in the settlement of 
the decedent’s estate, including locating assets, taking control of 
those assets, notifying bene�ciaries, tax or other regulatory 
compliance matters, distributing assets to bene�ciaries, along with 
reporting requirements. A Personal Representative is most 
commonly an individual person and there can be restrictions as to 
who can serve (e.g. in many states the representative must reside 
within the state).   

Trustee: �e Grantor (also called the settlor, trustor, creator, 
or trust maker) is the person who creates a trust. �e Trustee 
manages the assets that are in the trust. Many grantors choose 
to be the Trustee and continue to manage their a�airs for as 
long as they are able. Married couples are o�en Co-Trustees so 
that when one dies or becomes incapacitated, the surviving 
spouse can continue to handle their �nances with no other 
actions or steps required, including court interference. A 
Successor Trustee is named to step in and manage the trust 
when the original Trustee is no longer able or willing to 
continue management. Typically, several Successor Trustees 
are named in succession in case one or more cannot act, and 
sometimes two or more adult children are named to act 
together. A Corporate Trustee (bank or trust company) or 
Private Fiduciary may also be an appropriate choice for many 
families or individuals.

�e above is not intended to be legal advice. �e estate planning 
process includes many nuanced topics and should be discussed in 
depth with your estate planning attorney. 
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• Spring Slowdown? Existing home sales were 6.02 million for February 2022 in the U.S., down 7.2% 
from January. Meanwhile, mortgage rates are approaching 5% for a 30-year �xed-rate mortgage.

• In�ation Déjà Vu? In 1971 and later again in 1973, Richard Nixon initiated two nationwide price 
freezes, trying to break the in�ation that had taken hold at that time; both were seen over time as poor 
policies given that in�ation continued a�er initial pauses. Supply chain disruptions and other unintended 
consequences lasted for years a�erwards.

• Ruble: Strong as Ever? �e Russian Ruble traded at roughly 75 Rubles / USD prior to the war with 
Ukraine, then skyrocketed to levels above 140 Rubles / USD in early March 2022. Despite economic 
sanctions and disappointing military results, the exchange rate has gradually improved to nearly 82 Rubles / 
USD at quarter end, only about 10% lower than before the con�ict. 

Interesting Facts
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