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The hawkish pivot by the central bank is not surprising;
indeed, many believe it has waited too long to make the move.
Amid pandemic related supply shortages, the combination of
massive fiscal and monetary stimulus has not only prevented
demand from collapsing, it has powered it above prepandemic
levels. Hence, inflation has taken off – a time-honored response
when too much money chases too few goods. The annual increase
in the consumer price index surged to a 40-year high of 7.5 percent
in January, a climb that has been steeper and longer-lasting than
policy makers had expected.

To be fair, the Fed’s overwhelming response to the onset
of Covid-19 in 2020 was understandable. In March and April of
that year, more than 22 million workers were thrown out of their
jobs and fears of another Great Depression ran high. The Fed, as
well as the administration, were in uncharted waters, not knowing
how long or how severe the pandemic would turn out to be, nor
how much damage it would inflict on the economy. Against that
backdrop, nothing less than pulling out all stops to avert an
economic calamity was in order.

Workers Gain Bargaining Power

But just as few knew how bad things would get, hardly
anyone expected how swift and powerful the recovery would turn
out to be. The two-month recession in 2020 was the shortest on
record, and the revival has outpaced any previous postwar
upturns. It took less than two years for the unemployment rate to
unwind virtually all of its recession surge, about half the usual
recovery time; that’s all the more remarkable since the unemploy-
ment rate climbed to a post war high of 14.7 percent in April 2020.
The current rate, as of January, stood at 3.9 percent, only a tad

With barely two months in the books, it is hard to remember
another year that opened with as much drama as 2022. The swirl of
events included the surge and rapid descent of the Omicron variant,
spiraling inflation, heart-throbbing geopolitical tensions with Rus-
sia, a hawkish pivot by the central bank and tumultuous moves in
the financial markets. Against this backdrop the economy wobbled
but remained standing — albeit just barely. Barring a remarkably
quick turnaround, the first quarter will likely show little if any growth.

But while the term “transitory” certainly has a tainted reputa-
tion, it aptly describes the situation the economy now finds itself in.
Assuming no other variant of Covid-19 emerges, the door is open
for a healthy revival in activity in the spring. Indeed, even the
setback in growth during the current quarter overstates the economy’s
weakness. Gross domestic product, the broadest and most popular
measure of the economy’s performance, essentially tracks output,
which has been suppressed by pandemic-related bottlenecks at
ports, factory shutdowns overseas and labor shortages in the U.S.,
all of which curtailed the supply of goods and services that house-
holds and businesses want to buy.

But the economy’s underpinnings remain solid. Consumers
have a huge appetite for goods, as evidenced by retail sales in
January, which increased more than twice as much as expected.
What’s more, the economy’s jobs engine is running at full speed,
indicating that there is plenty of purchasing power to fuel a growth
revival. That, of course, amplifies the inflation problem that has
become the number one concern in the U.S., sinking household
confidence and stoking a potentially strong response by the Federal
Reserve. The central bank holds its next policy meeting on March
15-16, and it is expected to hike rates for the first time in more than
three years to take some steam out of demand. The question is, how
aggressively will the Fed step on the brakes to bring demand into
alignment with supply without choking off growth? Based on the
Fed’s checkered past in guiding the economy onto a soft landing,
many skeptics already think the next recession is not too far off.

No More Mr. Nice Guy

The Fed is ready to take away the punch bowl. After two years
of supplying an enormous amount of liquidity and keeping short-
term rates at near zero, policymakers have decided it’s time to remove
some juice from the economy to keep revelers in check. To this end,
it is about to make loans more expensive for borrowers and terminate
its two-year program of monthly government bond purchases, . The
hope is that the withdrawal of stimulus will dampen the celebration,
but not kill the party.

Tumultuous Start To The Year
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above its all-time low and a level historically associated with full
employment.

That said, the unemployment rate fails to fully capture the
condition of the job market because it doesn’t count the huge number
of people that have left the labor force. Although the labor force
participation rate has inched up in recent months, at 62.2 percent in
January it is still well below the prepandemic level of 63.4 percent.
That translates into 2 million people  still missing from the labor force.
With so many workers on the sidelines, employers are struggling to
fill open positions. At the start of the year, there were 4.0  million more
job listings than applicants, the widest margin ever recorded.

Not surprisingly, the labor shortage has conferred more bar-
gaining power to workers. Wages are rising at a rapid clip, with
average hourly earnings for all workers rising 5.7 percent in January
from a year earlier.  Except for an aberrational surge in April of 2020,
when low-wage workers were purged from payrolls during the
nationwide lockdown, that is the steepest earnings increase since
1982. While wages in low-paying industries, where the labor short-
age is most acute, led the way up for most of the past year, the gains
are spreading throughout the labor force.

Wage-Price Threat

From a social viewpoint, the step-up in worker pay following
decades of lagging wages is a welcome development. From a macro
perspective, however, the benefits are a mixed blessing. For one,
workers are both victims as well as contributing to the inflation spiral
now underway. They are victims because wages, though accelerat-
ing, are still lagging price increases, so even the fatter paychecks are
losing purchasing power. Meanwhile, the pickup in wages is spur-
ring businesses to hike prices to cover the rise in labor costs. As long
as they can make the price increases stick, they will continue to grant
higher pay to workers. Hence, the seeds of a classic wage-price spiral
have been planted.

 This is where the rubber meets the road for policymakers and
investors. What makes the solution so complicated is that rising
labor costs are only one component fueling the inflation spiral. If the
others were less potent, the juice behind the wage-price juggernaut
would quickly dry up. For example, if the pandemic-related supply-
chain snarls that are preventing goods from reaching markets ease,
the ability of companies to pass on higher labor costs would weaken.
With more goods available, consumers would have broader leeway

to price shop. More supply relative to demand is a sure-fire path
to lower prices. The news on this front is encouraging, as Covid
case counts have fallen dramatically, delivery times are shorten-
ing and businesses are starting to rebuild inventories, although
there is still a ways to go before shelves are fully stocked.

Likewise, if labor shortages ease, so would worker bargain-
ing power to demand ever- larger wage increases. Here too,
prospects are improving. The rapid decline in Covid case counts
is reducing fears of infection on the job site and allowing schools
to reopen full time, relieving working parents of childcare respon-
sibilities. What’s more, the wave of younger seniors leaving the
labor force is starting to reverse, as early retirees are being lured
back by attractive pay packages, diminishing financial cushions
– and inflation that more quickly eats into retirement nest eggs

Policy Support Pivots To Restraint

That leaves excess demand as a key driving force behind
the inflation flareup.  As indicated by the strength in retail sales
in January, consumers still have a big appetite to purchase goods.
But the early-year strength in sales still benefited from the
massive fiscal support during the pandemic as well as the ultra-
low interest rates engineered by the Fed. Both, however, will soon
be working in the opposite direction. Fiscal aid has all but dried
up with the final childcare tax payment in December; indeed, the
withdrawal of $3.6 trillion of stimulus provided during the pan-
demic will deliver a big blow to disposable incomes and house-
hold spending power this year.

As more supply comes online and demand begins to
weaken, the fire under inflation should start to ebb. But that
inflection point may still be a few months away. The supply chain
bottlenecks will take time to unwind, and some materials –
particularly computer chips essential for auto production – are
expected to remain in short supply until at least early 2023. And
while the supply of labor should increase as more people return
to the workforce, chronic labor shortages will not disappear. An
ageing population, a rethinking of work/life balance during the
pandemic and healthy balance sheets are encouraging more
people to remain on the sidelines than otherwise. That may well
keep upward pressure on wages, but if businesses can extract
more productivity out of the labor force – by investing in
technology and capital equipment – they could afford to absorb
higher labor costs without lifting prices.

To be sure, the Federal Reserve cannot wait for
disinflationary forces to gain traction, as it would fall further
behind the inflation curve. That, in turn, risks allowing inflation-
ary expectations to become more firmly embedded in the mindset
of households and businesses, which could become a self-
fulfilling prophecy. That said, the economy no longer needs the
life support of the ultra low interest rates put in place during the
pandemic, and a series of gradual well-communicated rate in-
creases should not kill the expansion. The danger is that supply
constraints will keep inflation higher than the Fed is willing to
tolerate, prompting it to slam on the brakes too vigorously. Such
a restrictive policy would do nothing to expand supply but, by
choking off demand, it would send the economy into a tailspin.
It’s critically important for the Fed not to go down that road again.
It probably won’t but the historical record is not encouraging.
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KEY ECONOMIC AND FINANCIAL INDICATORS
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FINANCIAL INDICATORS*

12-Month Range

January December November October September August July High Low

Prime Rate 3.25 3.25 3.25 3.25 3.25 3.25 3.25 3.25 3.25

3-Month Treasury Bill Rate 0.15 0.06 0.05 0.05 0.04 0.05 0.05 0.15 0.02

5-Year Treasury Note Rate 1.54 1.23 1.20 1.11 0.86 0.77 0.76 1.54 0.54

10-Year Treasury Note Rate 1.76 1.47 1.56 1.58 1.37 1.28 1.32 1.76 1.26

30-Year Treasury Bond Rate 2.10 1.85 1.94 2.06 1.94 1.92 1.94 2.34 1.85

Tax-Exempt Bond Yield 2.24 2.10 2.10 2.27 2.18 2.12 2.01 2.38 2.01

Corporate Bond Yield (AAA) 2.93 2.65 2.62 2.68 2.53 2.55 2.57 3.04 2.53

Conventional 30-Year Mortgage Rate 3.45 3.10 3.07 3.07 2.90 2.84 2.87 3.45 2.81

Dow Jones Industrial average 35456 35641 35849 35056 34688 35244 34799 35849 31284

S&P 500 Index 4574 4675 4667 4461 4446 4454 4364 4675 3883

Dividend Yield (S&P) 1.39 1.34 1.36 1.33 1.41 1.34 1.37 1.52 1.33

P/E Ratio (S&P) 23.5 24.9 25.0 25.2 23.9 27.0 26.3 30.5 23.5

Dollar Exchange Rate (vs. Major Currencies) 115.1 115.8 115.4 114.4 113.8 113.7 113.3 115.8 111.5

* Monthly Averages

ECONOMIC INDICATORS

12-Month Range

January December November October September August July High Low

Housing Starts (In Thousands) 1638 1708 1703 1552 1550 1573 1562 1725 1447

New Home Sales (Thousands of Units) 811 725 649 725 668 704 993 649

New Home Prices (Thousands of Dollars) 377 416 422 413 404 406 422 360

Retail Sales (% Change Year Ago) 13.0 16.7 18.9 16.2 14.2 15.7 15.3 53.4 6.5

Industrial Production (% Change Year Ago) 4.1 3.8 5.4 4.7 4.4 5.4 6.6 17.9 -4.9

Operating Rate (% of Capacity) 77.6 76.6 76.7 76.1 75.2 76.0 76.2 76.7 72.7

Inventory Sales Ratio (Months) 1.29 1.25 1.24 1.26 1.25 1.25 1.32 1.24

Real Gross Domestic Product (Annual % Change) 6.9 2.1 6.9 2.1

Unemployment Rate (Percent) 4.0 3.9 4.2 4.6 4.8 5.2 5.4 6.2 3.9

Payroll Employment (Change in Thousands) 467 510 647 677 424 517 689 710 263

Hourly Earnings (% Change Year Ago) 5.7 4.9 5.3 5.4 4.8 4.3 4.3 5.7 0.6

Personal Income (% Change Year Ago) 7.3 7.6 6.0 5.1 6.9 3.5 29.5 -0.2

Savings Rate (Percent of Disposable Income) 7.9 7.2 7.1 8.1 9.8 10.5 26.6 7.1

Consumer Credit (Change in Blns. Of Dollars) 18.8 38.8 14.7 26.0 11.8 13.9 26.0 -1.8

Consumer Prices (% Change Year Ago) 7.5 7.0 6.8 6.2 5.4 5.3 5.4 7.5 1.7

CPI Less Food & Energy (% Change Year Ago) 6.0 5.5 4.9 4.6 4.0 4.0 4.3 6.0 1.3

Wholesale Prices (% Change Year Ago) 9.8 10.0 9.9 8.9 8.8 8.6 7.8 10.0 1.6



$1.03 billion 
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SimpliCD is owned and operated by 

Primary Financial Company LLC, a 

credit union service organization 

owned jointly by Louisiana 

Corporate Credit Union and 

corporate credit unions 

nationwide. 
 

SimpliCD Issuance complements or 

provides a competitive alternative to 

FHLB advances and other funding 

alternatives and is an effective solution 

for credit unions looking to add a 

secondary liquidity source. 

 

It’s quick. It’s easy. It’s SimpliCD. 
 

Benefits of issuing through SimpliCD 

include: 
 

 No subscription, broker, or 

transaction fees 

 
 A centralized way to raise 

funds and generate liquidity 

 
 Access to the largest network 

of credit union investors 

nationwide 

 
 The ability to aggregate 

investors into one certificate 

of deposit 

 
 The safety of working with a 

credit union owned entity 

 
 As easy as opening any other 

customer account 

 
 
 
 
 

 
Please inquire about current rates. 

 
SimpliCD Issuance 

Share Certificate Program 
   

Second Quarter 2021 – By the Numbers 
 

 

$2.7 billion 
 

Total credit union issuance outstandings. 

 
1,494 

 

Number of credit unions that have issuance 

agreements in place, prepared to issue share 

 certs, should the need arise. 

$227 million Total outstandings for SimpliCD’s largest 

 share certificate issuer. 

267 
Number of credit unions that currently have 

share certificate issuance balances through 

 SimpliCD. 

 
Generate Liquidity Quickly and Easily with 
SimpliCD. 

Nearly 70% of the nation’s credit unions have an 

investing relationship with SimpliCD. With one 

phone call, your credit union can issue up to $50 

million or more in share certificates in a single transaction to our 

network of more than 3,500 credit union investors across the country. 

For more information on issuing share certificates through SimpliCD, 

please contact Louisiana Corporate at 1-800-421-7030 or 

lacorp@lacorp.com .  You may also visit our website at 

www.lacorp.com. 

3500 N. Causeway Blvd, Suite 1510, Metairie, LA 70002 

mailto:lacorp@lacorp.com
http://www.lacorp.com./

